
UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D. C. 20549

FORM 10-Q
(Mark One)

 x Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the Quarterly Period Ended January 28, 2011

or

 o Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the Transition Period from ________ to _______.

Commission file number 000-25225

CRACKER BARREL OLD COUNTRY STORE, INC.
(Exact Name of Registrant as Specified in Its Charter)

Tennessee 62-1749513
(State or Other Jurisdiction of Incorporation or Organization) (IRS Employer Identification No.)

305 Hartmann Drive, P.O. Box 787 37088-0787
Lebanon, Tennessee (Zip code)

(Address of Principal Executive Offices)  

Registrant’s Telephone Number, Including Area Code:  615-444-5533

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the
preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past
90 days.

Yes x                 No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be
submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant
was required to submit and post such files).

Yes x                 No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company.  See the
definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer                                         x Accelerated filer                                o
  
Non-accelerated filer                                           o Smaller reporting company                        o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Yes o                 No x

Indicate the number of shares outstanding of each of the registrant’s classes of common stock, as of the latest practicable date.

23,175,480 Shares of Common Stock
Outstanding as of February 25, 2011

 
 



 

CRACKER BARREL OLD COUNTRY STORE, INC.

FORM 10-Q

For the Quarter Ended January 28, 2011

INDEX

PART I.  FINANCIAL INFORMATION Page
    

Item 1   
·     Condensed Consolidated Financial Statements (Unaudited)  

        
 a) Condensed Consolidated Balance Sheet as of January 28, 2011 and July 30, 2010 3
    
 b)  Condensed Consolidated Statement of Income for the Quarters and Six Months Ended January 28, 2011 and January 29, 2010 4
    
 c)  Condensed Consolidated Statement of Cash Flows for the Six Months Ended January 28, 2011 and January 29, 2010 5
    
 d)  Notes to Condensed Consolidated Financial Statements 6
    

Item 2   
·   Management’s Discussion and Analysis of Financial Condition and Results of Operations 15

    
Item 3   
·   Quantitative and Qualitative Disclosures About Market Risk 27

    
Item 4   
·   Controls and Procedures 27

    
PART II.  OTHER INFORMATION  
    

Item 1A   
·   Risk Factors 28

    
Item 2   
·   Unregistered Sales of Equity Securities and Use of Proceeds 28

    
Item 6   
·   Exhibits 28

    
SIGNATURES 29

 
2



 

PART I – FINANCIAL INFORMATION

Item 1.  Financial Statements

CRACKER BARREL OLD COUNTRY STORE, INC.
CONDENSED CONSOLIDATED BALANCE SHEET

(In thousands, except share data)
(Unaudited)

  January 28,   July 30,  
  2011    2010*  

ASSETS        
Current assets:        

Cash and cash equivalents  $ 63,249  $ 47,700 
Accounts receivable   20,933   13,530 
Inventories   130,524   144,079 
Prepaid expenses and other current assets   12,833   8,609 
Deferred income taxes   19,489   22,341 

Total current assets   247,028   236,259 
         
Property and equipment   1,654,459   1,621,545 
Less: Accumulated depreciation and amortization of capital leases   641,703   617,442 
Property and equipment – net   1,012,756   1,004,103 
         
Other assets   54,673   51,705 
         
Total assets  $ 1,314,457  $ 1,292,067 
         
LIABILITIES AND SHAREHOLDERS’ EQUITY         
Current liabilities:         

Accounts payable  $ 88,424  $ 116,218 
Current maturities of long-term debt and other long-term obligations   6,765   6,765 
Income taxes payable   3,170   7,624 
Accrued employee compensation   42,359   59,874 
Deferred revenue   48,473   27,544 
Accrued interest expense   10,391   10,535 
Other accrued expenses   71,438   80,988 

Total current liabilities   271,020   309,548 
         
Long-term debt   570,265   573,744 
Interest rate swap liability, net   55,627   66,281 
Other long-term obligations   101,821   93,822 
Deferred income taxes   55,844   57,055 
         
Commitments and contingencies (Note 12)         
         
Shareholders’ equity:         

Preferred stock – 100,000,000 shares of $.01 par value authorized; no shares issued   --   -- 
Common stock – 400,000,000 shares of $.01 par value authorized; 23,189,938 shares issued and outstanding at January 28,

2011, and 22,732,781 shares issued and outstanding at July 30, 2010   232   228 
Additional paid-in capital   22,755   6,200 
Accumulated other comprehensive loss   (39,273)   (48,849)
Retained earnings   276,166   234,038 

Total shareholders’ equity   259,880   191,617 
         
Total liabilities and shareholders’ equity  $ 1,314,457  $ 1,292,067 

See notes to unaudited condensed consolidated financial statements.

* This condensed consolidated balance sheet has been derived from the audited consolidated balance sheet as of July 30, 2010, as filed in the Company’s Annual
Report on Form 10-K for the fiscal year ended July 30, 2010.
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CRACKER BARREL OLD COUNTRY STORE, INC.
CONDENSED CONSOLIDATED STATEMENT OF INCOME

(In thousands, except share data)
(Unaudited)

  Quarter Ended   Six Months Ended  
  January 28,   January 29,   January 28,   January 29,  
  2011   2010   2011   2010  
             
Total revenue  $ 640,277  $ 632,616  $ 1,238,968  $ 1,213,799 
                 
Cost of goods sold   219,390   211,898   399,143   389,369 
Gross profit   420,887   420,718   839,825   824,430 
                 
Labor and other related expenses   223,182   228,594   447,786   453,354 
Impairment and store closing charges   1   2,263   84   2,263 
Other store operating expenses   112,164   105,501   224,123   210,967 
Store operating income   85,540   84,360   167,832   157,846 
                 
General and administrative expenses   33,068   34,975   69,944   70,476 
Operating income   52,472   49,385   97,888   87,370 
                 
Interest expense   11,830   13,293   23,544   25,063 
Income before income taxes   40,642   36,092   74,344   62,307 
                 
Provision for income taxes   11,865   10,699   21,833   18,890 
                 
Net income  $ 28,777  $ 25,393  $ 52,511  $ 43,417 
                 
Net income per share:                 

Basic  $ 1.24  $ 1.11  $ 2.28  $ 1.90 
Diluted  $ 1.20  $ 1.09  $ 2.21  $ 1.87 

                 
Weighted average shares:                 

Basic   23,237,493   22,831,645   23,034,943   22,796,846 
Diluted   23,919,251   23,397,279   23,756,567   23,266,832 

                 
Dividends declared per share  $ 0.22  $ 0.20  $ 0.44  $ 0.40 

See notes to unaudited condensed consolidated financial statements.
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CRACKER BARREL OLD COUNTRY STORE, INC.
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

(Unaudited and in thousands)

  Six Months Ended  
  January 28,   January 29,  
  2011   2010  
Cash flows from operating activities:       
Net income  $ 52,511  $ 43,417 
Adjustments to reconcile net income to net cash provided by operating activities:         

Depreciation and amortization   30,454   30,499 
Loss on disposition of property and equipment   1,693   2,033 
Impairment   --   2,263 
Share-based compensation   4,919   5,825 
Excess tax benefit from share-based compensation   (2,294)   (1,228)

Changes in assets and liabilities:         
Inventories   13,555   16,565 
Other current assets   (11,627)   (5,216)
Accounts payable   (27,794)   (20,562)
Accrued employee compensation   (17,515)   (1,051)
Deferred revenue   20,929   18,190 
Other current liabilities   (12,539)   (7,574)
Other long-term assets and liabilities   5,013   3,103 

Net cash provided by operating activities   57,305   86,264 
         
Cash flows from investing activities:         
Purchase of property and equipment   (40,567)   (27,550)
Proceeds from sale of property and equipment   265   100 
Proceeds from insurance recoveries of property and equipment   92   176 
Net cash used in investing activities   (40,210)   (27,274)
         
Cash flows from financing activities:         
Proceeds from issuance of long-term debt   110,700   270,100 
Principal payments under long-term debt and other long-term obligations   (114,188)   (313,360)
Proceeds from exercise of share-based compensation awards   20,343   4,564 
Excess tax benefit from share-based compensation   2,294   1,228 
Purchases and retirement of common stock   (10,997)   (7,799)
Deferred financing costs   --   (2,908)
Dividends on common stock   (9,698)   (9,273)
Net cash used in financing activities   (1,546)   (57,448)
         
Net increase in cash and cash equivalents   15,549   1,542 
Cash and cash equivalents, beginning of period   47,700   11,609 
Cash and cash equivalents, end of period  $ 63,249  $ 13,151 
         
Supplemental disclosures of cash flow information:         
Cash paid during the period for:         

Interest, excluding interest rate swap payments, net of amounts capitalized  $ 7,082  $ 7,708 
Interest rate swaps  $ 15,113  $ 14,630 
Income taxes  $ 21,639  $ 16,755 

         
Supplemental schedule of non-cash financing activity:         

Change in fair value of interest rate swaps  $ 10,654  $ (3,019)
Change in deferred tax asset for interest rate swaps  $ (1,078)  $ 2,480 

See notes to unaudited condensed consolidated financial statements.
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CRACKER BARREL OLD COUNTRY STORE, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except percentages and share data)
(Unaudited)

1. Condensed Consolidated Financial Statements

The condensed consolidated balance sheets at January 28, 2011 and July 30, 2010 and the related condensed consolidated statements of income and cash
flows for the quarters and/or six-month periods ended January 28, 2011 and January 29, 2010, have been prepared by Cracker Barrel Old Country Store, Inc. (the
“Company”) in accordance with accounting principles generally accepted in the United States of America (“GAAP”) and pursuant to the rules and regulations of the
Securities and Exchange Commission (“SEC”) without audit.  The Company is principally engaged in the operation and development of the Cracker Barrel Old
Country StoreÒ (“Cracker Barrel”) restaurant and retail concept.  In the opinion of management, all adjustments (consisting of normal and recurring items) necessary
for a fair presentation of such condensed consolidated financial statements have been made.  The results of operations for any interim period are not necessarily
indicative of results for a full year.

These condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statements and notes thereto
contained in the Company's Annual Report on Form 10-K for the year ended July 30, 2010 (the “2010 Form 10-K”).  The accounting policies used in preparing these
condensed consolidated financial statements are the same as described in the 2010 Form 10-K except for the addition of two accounting policies for share-based
compensation and derivative instruments that are discussed below. References in these Notes to Condensed Consolidated Financial Statements to a year are to the
Company’s fiscal year unless otherwise noted.

Share-Based Compensation

If a share-based compensation award is modified after the grant date, incremental compensation expense is recognized in an amount equal to the excess of
the fair value of the modified award over the fair value of the original award immediately before the modification.  Incremental compensation expense for vested
awards is recognized immediately.  For unvested awards, the sum of the incremental compensation expense and the remaining unrecognized compensation expense
for the original award on the modification date is recognized over the modified service period (See Note 10).

Derivative Instruments

Companies may elect whether or not to offset related assets and liabilities and report the net amount on their financial statements if the right of setoff
exists.  Under a master netting agreement, the Company has the legal right to offset the amounts owed to the Company against amounts owed by the Company under
a derivative instrument that exists between the Company and a counterparty.  The Company reports the fair value of these derivative instruments on a net basis in the
condensed consolidated balance sheet (See Note 5).
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2. Fair Value Measurements

The Company’s assets and liabilities measured at fair value on a recurring basis at January 28, 2011 were as follows:

  

Quoted Prices
in Active

Markets for
Identical Assets

(Level 1)   

Significant
Other

Observable
Inputs

(Level 2)   

Significant
Unobservable

Inputs
(Level 3)   

Fair Value as
of January 28,

2011  
             
Cash equivalents*  $ 52,554  $ --  $ --  $ 52,554 
Deferred compensation plan assets**   29,595   --   --   29,595 
Total assets at fair value  $ 82,149  $ --  $ --  $ 82,149 
                 
Interest rate swap liability, net (Note 5)  $ --  $ 55,627  $ --  $ 55,627 
Total liabilities at fair value  $ --  $ 55,627  $ --  $ 55,627 

The Company’s assets and liabilities measured at fair value on a recurring basis at July 30, 2010 were as follows:

  

Quoted Prices
in Active

Markets for
Identical Assets

(Level 1)   

Significant
Other

Observable
Inputs

(Level 2)   

Significant
Unobservable

Inputs
(Level 3)   

Fair Value as
of July 30, 2010 

             
Cash equivalents*  $ 35,250  $ --  $ --  $ 35,250 
Deferred compensation plan assets**   25,935   --   --   25,935 
Total assets at fair value  $ 61,185  $ --  $ --  $ 61,185 
                 
Interest rate swap liability, net (Note 5)  $ --  $ 66,281  $ --  $ 66,281 
Total liabilities at fair value  $ --  $ 66,281  $ --  $ 66,281 

*Consists of money market fund investments.
**Represents plan assets invested in mutual funds established under a Rabbi Trust for the Company’s non-qualified savings plan and is included in the

condensed consolidated balance sheet as other assets.

The Company’s money market fund investments and deferred compensation plan assets are measured at fair value using quoted market prices.  The fair
value of the Company’s interest rate swap liability is determined based on the present value of expected future cash flows.  Since the Company’s interest rate swap
values are based on the LIBOR forward curve, which is observable at commonly quoted intervals for the full term of the swaps, they are considered a Level 2
input.  Nonperformance risk is reflected in determining the fair value of the interest rate swaps by using the Company’s credit spread less the risk-free interest rate,
both of which are observable at commonly quoted intervals for the term of the swaps.  Thus, the adjustment for nonperformance risk is also considered a Level 2
input.

 
The fair values of the Company’s accounts receivable and accounts payable approximate their carrying amounts due to their short duration. The fair value of

the Company’s variable-rate term loans, based on quoted market prices, totaled approximately $578,000 and $566,510 at January 28, 2011 and July 30, 2010,
respectively.  See Note 4 for additional information on the Company’s debt.
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3. Inventories

Inventories were comprised of the following at:

  January 28,   July 30,  
  2011   2010  
       
Retail  $ 98,138  $ 113,674 
Restaurant   19,183   17,586 
Supplies   13,203   12,819 

Total  $ 130,524  $ 144,079 

4. Debt

Long-term debt consisted of the following at:

  January 28,   July 30,  
  2011   2010  
       
Term loans payable on or before April 27, 2013  $ 345,438  $ 347,559 
         
Term loans payable on or before April 27, 2016   231,277   232,585 
         
Note payable   296   346 
   577,011   580,490 
Current maturities   (6,746)   (6,746)
Long-term debt  $ 570,265  $ 573,744 

The Company’s credit facility (the “Credit Facility”) consists of term loans (aggregate outstanding at January 28, 2011 was $576,715) and a revolving credit
facility (the “Revolving Credit Facility”), under which the Company has a borrowing capacity of $250,000 until April 27, 2011 and $165,000 thereafter until January
27, 2013.  At January 28, 2011, $575,000 of the Company’s term loans were swapped at a weighted average interest rate of 7.47% (see Note 5) and the weighted
average interest rate on the remaining $1,715 was 2.17%.

At January 28, 2011, the Company did not have any outstanding borrowings under the Revolving Credit Facility. At January 28, 2011, the Company had
outstanding $29,981 of standby letters of credit, which reduce the Company’s availability under the Revolving Credit Facility (see Note 12).  At January 28, 2011, the
Company had $220,019 available under the Revolving Credit Facility.

The Credit Facility contains customary financial covenants, which are specified in the agreement and include maintenance of a maximum consolidated total
leverage ratio and a minimum consolidated interest coverage ratio.  At January 28, 2011, the Company was in compliance with all debt covenants.

The Credit Facility also imposes restrictions on the amount of dividends the Company is able to pay.  If there is no default then existing and there is at least
$100,000 then available under the Revolving Credit Facility, the Company may both: (1) pay cash dividends on its common stock if the aggregate amount of
dividends paid in any fiscal year is less than 15% of Consolidated EBITDA from continuing operations (as defined in the Credit Facility) during the immediately
preceding fiscal year; and (2) in any event, increase its regular quarterly cash dividend in any quarter by an amount not to exceed the greater of $.01 or 10% of the
amount of the dividend paid in the prior fiscal quarter.
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The note payable consists of a five-year note with a vendor in the original principal amount of $507 and represents the financing of prepaid maintenance for
telecommunications equipment.  The note payable is payable in monthly installments of principal and interest of $9 through October 16, 2013 and bears interest at
2.88%.

5. Derivative Instruments and Hedging Activities

The Company uses derivative instruments, specifically interest rate swaps, to mitigate its interest rate risk.  The Company does not hold or use derivative
instruments for trading purposes.  The Company also does not have any derivatives not designated as hedging instruments and has not designated any non-derivatives
as hedging instruments.

The Company has interest rate risk relative to its outstanding borrowings under its Credit Facility (see Note 4).  Loans under the Credit Facility bear interest,
at the Company’s election, either at the prime rate or LIBOR plus a percentage point spread based on certain specified financial ratios.  The Company’s policy has
been to manage interest cost using a mix of fixed and variable rate debt (see Note 4).  To manage this risk in a cost efficient manner, the Company has entered into
two interest rate swaps.

On May 4, 2006, the Company entered into an interest rate swap (the “2006 swap”) in which it agreed to exchange with a counterparty, at specified intervals
effective August 3, 2006, the difference between fixed and variable interest amounts calculated by reference to an agreed-upon notional principal amount.  The
swapped portion of the outstanding debt or notional amount of the interest rate swap over its remaining life is as follows:

From May 4, 2010 to May 2, 2011  $ 575,000 
From May 3, 2011 to May 2, 2012   550,000 
From May 3, 2012 to May 3, 2013   525,000 

The 2006 swap was accounted for as a cash flow hedge.  The rate on the portion of the Company’s outstanding debt covered by the 2006 swap is fixed at a rate of
5.57% plus the Company’s credit spread over the initial 7-year life of the 2006 swap.   The Company’s weighted average credit spread at January 28, 2011 was
1.90%.

On August 10, 2010, the Company entered into a second interest rate swap (the “2010 swap”) in which it agreed to exchange with a counterparty, effective
May 3, 2013, the difference between fixed and variable interest amounts calculated by reference to the notional principal amount of $200,000.  This interest rate
swap also was accounted for as a cash flow hedge.  The rate on the portion of the Company’s outstanding debt covered by the 2010 swap will be fixed at a rate of
2.73% plus the Company’s credit spread over the 2-year life of the 2010 swap.

At January 28, 2011 and July 30, 2010, the estimated fair values of the Company’s derivative instruments were as follows:

  Asset   Liability  
 Balance Sheet  January 28,   July 30,   January 28,   July 30,  
   Location  2011   2010   2011   2010  
              

Interest rate swaps*
(See Note 2) Interest rate swap liability  $ 566  $ --  $ 56,193  $ 66,281 

*The Company’s interest rate swaps are subject to a master netting agreement and are presented on a net basis in the condensed consolidated balance sheet (See Note
1).
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When the Company is engaged in more than one outstanding derivative transaction with the same counterparty and also has a legally enforceable master
netting agreement with that counterparty, its credit risk exposure is based on the net exposure under the master netting agreement.  If, on a net basis, the Company
owes the counterparty, the Company regards its credit exposure to the counterparty as being zero.

The estimated fair value of the Company’s interest rate swap liability incorporates the Company’s own non-performance risk (see Note 2).  The adjustment
related to non-performance risk at January 28, 2011 and July 30, 2010 resulted in reductions of $1,872 and $3,915, respectively, in the fair values of the interest rate
swap liability.  The offset to the interest rate swap liability is recorded in accumulated other comprehensive loss (“AOCL”), net of the deferred tax asset, and will be
reclassified into earnings over the term of the underlying debt.  As of January 28, 2011, the estimated pre-tax portion of AOCL that is expected to be reclassified into
earnings over the next twelve months is $28,919.  Cash flows related to the interest rate swaps are included in interest expense and in operating activities.

The following table summarizes the pre-tax effects of the Company’s derivative instruments on AOCL for the six-month period ended January 28, 2011 and
the year ended July 30, 2010:

  

Amount of Loss Recognized in
AOCL on Derivatives (Effective

Portion)  

  
Six Months

Ended   
Year

 Ended  

  
January 28,

2011   
July 30,

2010  
Cash flow hedges:       
Interest rate swaps  $ 10,654  $ (5,049)

The following table summarizes the pre-tax effects of the Company’s derivative instruments on income for the quarters and six-month periods ended
January 28, 2011 and January 29, 2010:

 
Location of Loss Reclassified from AOCL

into Income (Effective Portion)  Amount of Loss Reclassified from AOCL into Income (Effective Portion)  
   Quarter Ended   Six Months Ended  

   
January 28,

2011   
January 29,

2010   
January 28,

2011   
January 29,

2010  
Cash flow hedges:              
Interest rate swaps Interest expense  $ 7,518  $ 7,799  $ 15,113  $ 14,630 

No ineffectiveness has been recorded in the six-month periods ended January 28, 2011 and January 29, 2010.

6. Shareholders’ Equity

During the six-month period ended January 28, 2011, the Company received proceeds of $20,343 from the exercise of share-based compensation awards
and the corresponding issuance of 657,157 shares of its common stock.  During the six-month period ended January 28, 2011, the Company repurchased 200,000
shares of its common stock in the open market at an aggregate cost of $10,997.
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During the six-month period ended January 28, 2011, the Company paid dividends of $0.42 per common share.  In addition, during the second quarter of
2011, the Company declared a regular dividend of $0.22 per common share that was paid on February 7, 2011 and is recorded in other accrued expenses in the
accompanying condensed consolidated balance sheet.  On February 24, 2011, the Company’s Board of Directors declared a regular dividend of $0.22 per share
payable on May 5, 2011 to shareholders of record on April 15, 2011.

During the six-month period ended January 28, 2011, the unrealized loss, net of tax, on the Company’s interest rate swaps decreased by $9,576 to $39,273
and is recorded in AOCL (see Notes 2, 5 and 7).

During the six-month period ended January 28, 2011, total share-based compensation expense was $4,919.  During the six-month period ended January 28,
2011, the excess tax benefit realized upon exercise of share-based compensation awards was $2,294.

7. Comprehensive Income

Comprehensive income consisted of the following at:

  Quarter Ended   Six Months Ended  
  January 28,   January 29,   January 28,   January 29,  
  2011   2010   2011   2010  
             
Net income  $ 28,777  $ 25,393  $ 52,511  $ 43,417 

Other comprehensive income:                 
Changes in fair value of interest rate swaps, net of tax   9,393   47   9,576   (539)

Total comprehensive income  $ 38,170  $ 25,440  $ 62,087  $ 42,878 

For the quarters ended January 28, 2011 and January 29, 2010, the changes in fair value of the Company’s interest rate swaps are net of tax provisions of
$3,427 and $386, respectively.  For the six-month periods ended January 28, 2011 and January 29, 2010, the changes in fair value of the Company’s interest rate
swaps are net of a tax provision of $1,078 and a tax benefit of $2,480, respectively.

8. Seasonality

Historically, the net income of the Company has been lower in the first and third quarters and higher in the second and fourth quarters.  Management
attributes these variations to the Christmas holiday shopping season and the summer vacation and travel season.  The Company's retail sales, which are made
substantially to the Company’s restaurant customers, historically have been highest in the Company's second quarter, which includes the Christmas holiday shopping
season.  Historically, interstate tourist traffic and the propensity to dine out have been much higher during the summer months, thereby contributing to higher profits
in the Company’s fourth quarter.  The Company also generally opens additional new locations throughout the year.  Therefore, the results of operations for any
interim period cannot be considered indicative of the operating results for an entire year.

 
11



Index

9. Segment Reporting

Cracker Barrel units represent a single, integrated operation with two related and substantially integrated product lines.  The operating expenses of the
restaurant and retail product line of a Cracker Barrel unit are shared and are indistinguishable in many respects.  Accordingly, the Company manages its business on
the basis of one reportable operating segment.  All of the Company’s operations are located within the United States.  Total revenue was comprised of the following
at:

  Quarter Ended   Six Months Ended  
  January 28,   January 29,   January 28,   January 29,  

  2011   2010   2011   2010  
Revenue:             

Restaurant  $ 478,614  $ 473,953  $ 960,429  $ 940,785 
Retail   161,663   158,663   278,539   273,014 
Total revenue  $ 640,277  $ 632,616  $ 1,238,968  $ 1,213,799 

 
10.           Share-Based Compensation
 

On September 23, 2010, the Company granted stock options to certain executives that were subject to defeasance in the event that the 2010 Omnibus
Incentive Compensation Plan (“2010 Omnibus Plan”) was approved by the shareholders at the Company’s Annual Shareholder meeting held on December 1,
2010.  Pursuant to the approval of the 2010 Omnibus Plan, the stock options were defeased and replaced with grants of performance-based stock units
(“PBSUs”).  Subject to the respective executive’s continued employment, the PBSUs will vest at the end of the performance period, which consists of the Company’s
2011, 2012 and 2013 years.  The stock option awards would have vested at a cumulative rate of 33% per year beginning on the first anniversary of the grant date.

The number of PBSUs that will ultimately be earned and will, therefore, vest is based on total shareholder return, which is defined as increases in the
Company’s stock price plus dividends paid during the performance period.  The target number of shares that will be earned by and awarded to the seven executives in
the event that there is no change in total shareholder return is 62,300.  The maximum number of shares that may be awarded to the seven executives is 150% of the
target number of shares, or 93,450.  The probability of the actual shares expected to be earned is considered in the grant date valuation; therefore, the expense will not
be adjusted to reflect the actual units earned.  The vesting of the PBSUs is also subject to the achievement of a minimum level of operating income during the
performance period.  If this performance goal is not met, no PBSUs will be awarded and no compensation expense will be recorded.

The fair value of the PBSUs was determined using the Monte-Carlo simulation model, which simulates a range of possible future stock prices and estimates
the probabilities of the potential payouts.  This model incorporates several key assumptions that are similar to those used to value stock options.  Those inputs include
expected volatility, risk-free rate of return and expected dividend yield.  Additionally, the Monte-Carlo simulation model uses the 60-consecutive calendar days
beginning average price from July 1, 2010 to August 31, 2010.

The defeasance of the stock options and the replacement grant of the PBSUs were accounted for as a modification and resulted in incremental compensation
expense of $1,221.  Incremental compensation expense is defined as the excess of the fair value of the modified award over the fair value of the original award
immediately before the modification.  The sum of the incremental compensation expense and the remaining unrecognized compensation expense for the original
stock option award at the modification date will be recorded over the modified service period (See Note 1).
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During the second quarter of 2011, based on the Company’s determination that a performance goal would not be achieved with respect to a portion of one
executive’s nonvested stock grants, the Company reversed approximately $314 of share-based compensation expense.  The Company did not have any similar
reversals in the prior year.

 
Share-based compensation expense is recorded in general and administrative expenses.  For the quarter and six-month period ended January 28, 2011, share-

based compensation expense totaled $474 and $1,187, respectively, for stock options and $1,622 and $3,371, respectively, for nonvested stock.  For the quarter and
six-month period ended January 28, 2011, share-based compensation expense for PBSUs totaled $361.  For the quarter and six-month period ended January 29, 2010,
share-based compensation expense totaled $789 and $1,711, respectively, for stock options and $2,123 and $4,114, respectively, for nonvested stock.

 
11. Net Income Per Share and Weighted Average Shares

Basic consolidated net income per share is computed by dividing consolidated net income available to common shareholders by the weighted average
number of common shares outstanding for the reporting period.  Diluted consolidated net income per share reflects the potential dilution that could occur if securities,
options or other contracts to issue common stock were exercised or converted into common stock and is based upon the weighted average number of common and
common equivalent shares outstanding during the reporting period.  Common equivalent shares related to stock options and nonvested stock and stock awards issued
by the Company are calculated using the treasury stock method.  The Company’s outstanding stock options and nonvested stock and stock awards represent the only
dilutive effects on diluted consolidated net income per share.

The following table reconciles the components of the diluted earnings per share computations:

  Quarter Ended   Six Months Ended  
  January 28,   January 29,   January 28,   January 29,  

  2011   2010   2011   2010  
Net income per share numerator  $ 28,777  $ 25,393  $ 52,511  $ 43,417 
                 
Net income per share denominator:                 

Weighted average shares   23,237,493   22,831,645   23,034,943   22,796,846 
Add potential dilution:                 

Stock options and nonvested stock and stock awards   681,758   565,634   721,624   469,986 
Diluted weighted average shares   23,919,251   23,397,279   23,756,567   23,266,832 

 
12. Commitments and Contingencies

The Company and its subsidiaries are parties to various legal and regulatory proceedings and claims incidental to and arising out of the ordinary course of its
business.  In the opinion of management, based upon information currently available, the ultimate liability with respect to these proceedings and claims will not
materially affect the Company’s consolidated results of operations or financial position.

The Company is contingently liable pursuant to standby letters of credit as credit guarantees related to insurers.  At January 28, 2011, the Company had
$29,981 of standby letters of credit related to securing reserved claims under workers' compensation insurance.  All standby letters of credit are renewable annually
and reduce the Company’s availability under its Revolving Credit Facility (see Note 4 for further information on the Company’s Revolving Credit Facility).
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The Company is secondarily liable for lease payments under the terms of an operating lease that has been assigned to a third party.  At January 28, 2011, the
lease has a remaining life of approximately 2.7 years with annual lease payments of approximately $361 for a total guarantee of $961.  The Company’s performance
is required only if the assignee fails to perform its obligations as lessee.  At this time, the Company has no reason to believe that the assignee will not perform, and,
therefore, no provision has been made in the accompanying condensed consolidated balance sheet for amounts to be paid in case of non-performance by the assignee.

Upon the sale of Logan’s Roadhouse, Inc. (“Logan’s”) in 2007, the Company reaffirmed its guarantee on the lease payments for two Logan’s restaurants.  At
January 28, 2011, the operating leases have remaining lives of 0.9 and 9.2 years with annual payments of approximately $94 and $108, respectively, for a total
guarantee of $1,122.  The Company’s performance is required only if Logan’s fails to perform its obligations as lessee.  At this time, the Company has no reason to
believe Logan’s will not perform, and therefore, no provision has been made in the condensed consolidated balance sheet for amounts to be paid as a result of non-
performance by Logan’s.

The Company enters into certain indemnification agreements in favor of third parties in the ordinary course of business.  The Company believes that the
probability of incurring an actual liability under such indemnification agreements is sufficiently remote so that no liability has been recorded.  In connection with the
divestiture of Logan’s (see Note 15 to the Company’s Consolidated Financial Statements included in the 2010 Form 10-K), the Company entered into various
agreements to indemnify third parties against certain tax obligations, for any breaches of representations and warranties in the applicable transaction documents and
for certain costs and expenses that may arise out of specified real estate matters, including potential relocation and legal costs.  With the exception of certain tax
indemnifications, the Company believes that the probability of being required to make any indemnification payments to Logan’s is remote.  Therefore, at January 28,
2011, the Company has recorded a liability of $23 in the condensed consolidated balance sheet for these potential tax indemnifications, but no provision has been
recorded for potential non-tax indemnifications.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

Cracker Barrel Old Country Store, Inc. and its subsidiaries (collectively, the “Company,” “our” or “we”) are principally engaged in the operation and
development in the United States of the Cracker Barrel Old Country StoreÒ (“Cracker Barrel”) restaurant and retail concept.  At January 28, 2011, we operated 597
Cracker Barrel stores in 42 states.  All dollar amounts reported or discussed in this Management’s Discussion and Analysis of Financial Condition and Results of
Operations (“MD&A”) are shown in thousands, except per share amounts and certain statistical information (e.g., number of stores).  References to years in MD&A
are to our fiscal year unless otherwise noted.

MD&A provides information which management believes is relevant to an assessment and understanding of our consolidated results of operations and
financial condition.  MD&A should be read in conjunction with the (i) condensed consolidated financial statements and notes thereto in this Quarterly Report on
Form 10-Q and (ii) financial statements and the notes thereto included in the Company’s Annual Report on Form 10-K for the fiscal year ended July 30, 2010 (the
“2010 Form 10-K”).  Except for specific historical information, many of the matters discussed in this report may express or imply projections of items such as
revenues or expenditures, estimated capital expenditures, compliance with debt covenants, plans and objectives for future operations, inventory shrinkage, growth or
initiatives, expected future economic performance, or the expected outcome or impact of pending or threatened litigation.  These and similar statements regarding
events or results which we expect will or may occur in the future, are forward-looking statements that involve risks, uncertainties and other factors which may cause
our actual results and performance to differ materially from those expressed or implied by those statements.  All forward-looking information is provided pursuant to
the safe harbor established under the Private Securities Litigation Reform Act of 1995 and should be evaluated in the context of these risks, uncertainties and other
factors.  Forward-looking statements generally can be identified by the use of forward-looking terminology such as “trends,” “assumptions,” “target,” “guidance,”
“outlook,” “opportunity,” “future,” “plans,” “goals,” “objectives,” “expectations,” “near-term,” “long-term,” “projection,” “may,” “will,” “would,” “could,” “expect,”
“intend,” “estimate,” “anticipate,” “believe,” “potential,” “regular,” “should,” “projects,” “forecasts” or “continue”  (or the negative or other derivatives of each of
these terms) or similar terminology.

We believe the assumptions underlying any forward-looking statements are reasonable; however, any of the assumptions could be inaccurate, and therefore,
actual results may differ materially from those projected in or implied by the forward-looking statements.  Factors and risks that may result in actual results differing
from this forward-looking information include, but are not limited to, those contained in Part I, Item 1A of the 2010 Form 10-K, which is incorporated herein by this
reference, as well as other factors discussed throughout this report, including, without limitation, the factors described under “Critical Accounting Estimates” on
pages 21-26 of this Form 10-Q or, from time to time, in our filings with the Securities and Exchange Commission (“SEC”), press releases and other communications.

Readers are cautioned not to place undue reliance on forward-looking statements made in this report, since the statements speak only as of the report’s
date.  Except as may be required by law, we have no obligation, and do not intend, to publicly update or revise any of these forward-looking statements to reflect
events or circumstances occurring after the date of this report or to reflect the occurrence of unanticipated events.  Readers are advised, however, to consult any
future public disclosures that we may make on related subjects in reports that we file with or furnish to the SEC or in our other public disclosures.
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Results of Operations

The following table highlights operating results by percentage relationships to total revenue for the quarter and six-month period ended January 28, 2011 as
compared to the same periods in the prior year:

  Quarter Ended   Six Months Ended  
  January 28,   January 29,   January 28,   January 29,  
  2011   2010   2011   2010  
             
Total revenue   100.0%   100.0%   100.0%   100.0%
                 
Cost of goods sold   34.3   33.5   32.2   32.1 
Gross profit   65.7   66.5   67.8   67.9 
                 
Labor and other related expenses   34.8   36.1   36.2   37.3 
Impairment and store closing charges   --   0.4   --   0.2 
Other store operating expenses   17.5   16.7   18.1   17.4 
Store operating income   13.4   13.3   13.5   13.0 
                 
General and administrative expenses   5.2   5.5   5.6   5.8 
Operating income   8.2   7.8   7.9   7.2 
                 
Interest expense   1.9   2.1   1.9   2.1 
Income before income taxes   6.3   5.7   6.0   5.1 
                 
Provision for income taxes   1.8   1.7   1.8   1.5 
                 
Net income   4.5%   4.0%   4.2%   3.6%

The following table highlights the components of total revenue by percentage relationships to total revenue for the quarter and six-month period ended
January 28, 2011 as compared to the same periods in the prior year:

  Quarter Ended   Six Months Ended  
  January 28,   January 29,   January 28,   January 29,  
  2011   2010   2011   2010  
             
Revenue:             

Restaurant   74.8%   74.9%   77.5%   77.5%
Retail   25.2   25.1   22.5   22.5 

Total revenue   100.0%   100.0%   100.0%   100.0%

The following table sets forth the number of stores in operation at the beginning and end of the quarters and six-month periods ended January 28, 2011 and
January 29, 2010, respectively:

  Quarter Ended   Six Months Ended  
  January 28,   January 29,   January 28,   January 29,  
  2011   2010   2011   2010  
             
Open at beginning of period   596   591   593   588 
Open during period   1   2   4   5 
Open at the end of period   597   593   597   593 
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Average unit volumes include sales of all stores.  The following table highlights average unit volumes for the quarter and six-month periods ended January
28, 2011 as compared to the same periods in the prior year:

  Quarter Ended   Six Months Ended  
  January 28,   January 29,   January 28,   January 29,  
  2011   2010   2011   2010  
             
Revenue:             

Restaurant  $ 801.7  $ 799.3  $ 1,612.2  $ 1,591.1 
Retail   270.8   267.6   467.5   461.8 

Total revenue  $ 1,072.5  $ 1,066.9  $ 2,079.7  $ 2,052.9 

Total Revenue

Total revenue for the second quarter of 2011 increased 1.2% compared to the prior year second quarter.  For the quarter, comparable store restaurant sales
increased 0.3% and comparable store retail sales increased 1.3% resulting in a total combined comparable store sales increase of 0.6%.  Both comparable store
restaurant and retail sales were unfavorably affected by more severe winter weather in the quarter this year than last year.  We estimate that the inclement weather in
the second quarter of 2011 reduced combined comparable store sales by approximately 0.9%.  The comparable store restaurant sales increase consisted of a 1.8%
average check increase for the quarter (reflecting a 1.8% average menu price increase) and a 1.5% guest traffic decrease.  We believe the comparable store retail sales
increase was due to a more appealing retail merchandise selection than in the prior year partially offset by a decrease in guest traffic.   Sales from newly opened
stores accounted for the balance of the total revenue increase in the second quarter of 2011.

Total revenue for the first six months of 2011 increased 2.1% compared to the same period in the prior year.  For the first six months of 2011, comparable
store restaurant sales increased 1.3% and comparable store retail sales increased 1.4% resulting in a combined comparable store sales (total revenue) increase of
1.4%.  The comparable store restaurant sales increase consisted of a 1.9% average check increase for the six months (reflecting a 1.9% average menu price increase)
and a 0.6% guest traffic decrease.  We believe that the comparable store retail sales increase was due to a more appealing retail merchandise selection than in the
prior year partially offset by a decrease in guest traffic.  Sales from newly opened stores accounted for the balance of the total revenue increase in the first six months
of 2011.

Gross Profit

Gross profit for the second quarter of 2011 was 65.7% of total revenue compared to 66.5% of total revenue in the second quarter of the prior year.  This
0.8% decrease in gross profit as a percentage of total revenue was due to 0.5% lower gross profit from restaurant operations, 0.2% lower gross profit from retail
operations and 0.1% from the shift in the mix of total revenue versus the prior year from restaurant toward retail sales, the latter of which typically have a lower gross
profit.  The decrease in gross profit as a percentage of total revenue from restaurant operations was due to commodity inflation of 2.1% and an increase of 0.3% in
food waste partially offset by our menu price increase discussed above.  We believe that most of the increase in food waste was due to the impact of severe winter
weather compared to last year.  The decrease in gross profit as a percentage of total revenue from retail operations was primarily due to higher markdowns during the
holiday season.

Gross profit as a percentage of total revenue was relatively constant during the first six months of 2011 at 67.8% as compared to 67.9% in the same period in
the prior year.
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Labor and Other Related Expenses

Labor and other related expenses include all direct and indirect labor and related costs incurred in store operations.  Labor and other related expenses as a
percentage of total revenue were 34.8% in the second quarter of 2011 as compared to 36.1% in the second quarter of the prior year.  This decrease resulted primarily
from decreases of 0.7%, 0.3% and 0.3% as a percentage of total revenue, respectively, in store bonus accruals, healthcare costs and store hourly labor costs.  Labor
and other related expenses as a percentage of total revenue decreased to 36.2% in the first six months of 2011 as compared to 37.3% in the first six months of
2010.  This decrease resulted primarily from decreases of 0.5%, 0.4% and 0.3%, respectively, in healthcare costs, store bonus accruals and store hourly labor costs.

The decreases in store bonus accruals for the second quarter and first six months of 2011 as compared to the same periods in the prior year reflected lower
performance against financial objectives.  The decreases in healthcare costs for the second quarter and first six months of 2011 as compared to the same periods in
the prior year were due to lower medical claims and the benefit of the calendar 2010 group health plan design changes.  The decreases in store hourly labor costs as a
percentage of total revenue for the second quarter and first six months of 2011 were due to menu pricing being higher than wage inflation.  

Impairment and Store Closing Charges
 

During the first six months of 2011, we did not incur any impairment charges, but we did incur $84 in store closing charges related to a store we closed in
the last week of 2010.  During the first six months of 2010, we determined that one of our leased stores was impaired, resulting in an impairment charge of $2,263.
This store was impaired due to declining operating performance and resulting negative cash flow projections.  We did not incur any store closing charges in the first
six months of 2010.
 
Other Store Operating Expenses

Other store operating expenses include all unit-level operating costs, the major components of which are utilities, operating supplies, repairs and
maintenance, depreciation and amortization, advertising, rent, credit card fees and non-labor-related pre-opening expenses. Other store operating expense as a
percentage of total revenue increased to 17.5% in the second quarter of 2011 as compared to 16.7% in the second quarter of the prior year.  This increase resulted
primarily from increases of 0.4%, 0.2% and 0.2% as a percentage of total revenue, respectively, in general insurance, maintenance and supplies expenses.  Other
store operating expenses as a percentage of total revenue increased to 18.1% in the first six months of 2011 as compared to 17.4% in the first six months of
2010.  This increase resulted primarily (and equally) from increases in general insurance, maintenance and supplies.

Higher general insurance expense for the second quarter and first six months of 2011 as compared to the same periods in the prior year was due to favorable
actuarial reserve adjustments made in the prior year.  Higher maintenance expenses for the second quarter and first six months of 2011 as compared to the same
periods in the prior year resulted primarily from the timing of sign maintenance and other programs.  The increases in supplies expense for the second quarter and
first six months of 2011 as compared to the same periods in the prior year were due to operational changes intended to improve the retail guest experience.

General and Administrative Expenses

General and administrative expenses as a percentage of total revenue were 5.2% in the second quarter of 2011 as compared to 5.5% in the second quarter of
the prior year.  This decrease resulted primarily from lower incentive compensation expense, including share-based compensation, which reflected lower performance
against financial objectives in 2011 as compared to the prior year.
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General and administrative expenses as a percentage of total revenue were relatively constant during the first six months of 2011 at 5.6% as compared to
5.8% in the same period in the prior year.

Interest Expense

Interest expense for the second quarter of 2011 was $11,830 as compared to $13,293 in the same period in the prior year.  Interest expense for the first six
months of 2011 was $23,544 as compared to $25,063 in the same period in the prior year.  Both decreases were primarily due to lower debt outstanding.

Provision for Income Taxes

The provision for income taxes as a percent of pre-tax income was relatively constant during the second quarter of 2011 as compared to the same period in
the prior year.  The provision for income taxes as a percent of pre-tax income was 29.2% and 29.6%, respectively, in the second quarters of 2011 and 2010.  The
provision for income taxes as a percent of pre-tax income was 29.4% and 30.3%, respectively, in the first six months of 2011 and 2010.   The decrease in the effective
tax rate in the first six months of 2010 to the first six months of 2011 resulted primarily from higher employer tax credits.

Liquidity and Capital Resources

Our primary sources of liquidity are cash generated from our operations and our borrowing capacity under our $250,000 revolving credit facility (the
“Revolving Credit Facility”).  Cash on hand at July 30, 2010, along with our internally generated cash, our borrowings under our Revolving Credit Facility and
proceeds from exercises of share-based compensation awards were sufficient to finance all of our growth, share repurchases, dividend payments, working capital
needs and other cash payment obligations in the first six months of 2011.

We believe that cash at January 28, 2011, along with cash generated from our operating activities, the borrowing capacity under our Revolving Credit
Facility and proceeds from exercises of share-based compensation awards will be sufficient to finance our continuing operations, our continuing expansion plans, our
principal payments on our debt, our share repurchase plans and our dividend payments for at least the next twelve months and thereafter for the foreseeable future.

Cash Generated From Operations

Our operating activities provided net cash of $57,305 for the first six months of 2011, which represented a decrease from the $86,264 net cash provided
during the same period a year ago.  This decrease reflected higher annual bonus payments made this year and the timing of payments for accounts payable.

Borrowing Capacity and Debt Covenants

Our credit facility (the “Credit Facility”) consists of term loans (aggregate outstanding at January 28, 2011 was $576,715) and the Revolving Credit
Facility.  Of the total outstanding under our term loan facility at January 28, 2011, $345,438 matures on April 27, 2013 and $231,277 matures on April 27, 2016.  The
borrowing capacity under the Revolving Credit Facility is $250,000 until April 27, 2011 and $165,000 thereafter until January 27, 2013.
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At January 28, 2011, although we had no outstanding borrowings under the Revolving Credit Facility, we had $29,981 of standby letters of credit related to
securing reserved claims under workers' compensation insurance which reduce our availability under the Revolving Credit Facility.  At January 28, 2011, we had
$220,019 in borrowing availability under our Revolving Credit Facility.  See Note 4 to our accompanying Condensed Consolidated Financial Statements for further
information on our long-term debt.

The Credit Facility contains customary financial covenants, which are specified in the agreement and include maintenance of a maximum consolidated total
leverage ratio and a minimum consolidated interest coverage ratio.  At January 28, 2011, we were in compliance with all financial covenants and we presently expect
to remain in compliance with the Credit Facility’s financial covenants for the remaining term of the facility.

Share Repurchases, Dividends and Proceeds from the Exercise of Share-Based Compensation Awards

Subject to a maximum amount of $65,000, we have been authorized by our Board of Directors to repurchase shares during 2011 to offset share dilution that
results from the issuance of shares under our equity compensation plans.  Our current criteria for share repurchases are that they be accretive to expected net income
per share, are within the limits imposed by our Credit Facility and that they be made only from free cash flow (operating cash flow less capital expenditures and
dividends) rather than borrowings.  During the quarter and six months ended January 28, 2011, we repurchased 200,000 shares of our common stock in the open
market at an aggregate cost of $10,997.

Our Credit Facility imposes restrictions on the amount of dividends we are able to pay.  If there is no default then existing and there is at least $100,000 then
available under our Revolving Credit Facility, we may both: (1) pay cash dividends on our common stock if the aggregate amount of such dividends paid during any
fiscal year is less than 15% of Consolidated EBITDA from continuing operations (as defined in the Credit Facility) during the immediately preceding fiscal year; and
(2) in any event, increase our regular quarterly cash dividend in any quarter by an amount not to exceed the greater of $.01 or 10% of the amount of the dividend paid
in the prior fiscal quarter.

During the first six months of 2011, we paid dividends of $0.42 per common share.  In addition, during the second quarter of 2011, we declared a regular
dividend of $0.22 per common share that was paid on February 7, 2011.  On February 24, 2011, our Board of Directors declared a regular dividend of $0.22 per share
payable on May 5, 2011 to shareholders of record on April 15, 2011.

During the first six months of 2011, we received proceeds of $20,343 from the exercise of share-based compensation awards and the corresponding issuance
of 657,157 shares of our common stock.

Working Capital

In the restaurant industry, virtually all sales are either for cash or third-party credit card.  Like many other restaurant companies, we are able to, and often do,
operate with negative working capital.  Restaurant inventories purchased through our principal food distributor are on terms of net zero days, while restaurant
inventories purchased locally generally are financed from normal trade credit.  Because of our retail operations, which have a lower product turnover than the
restaurant business, we carry larger inventories than many other companies in the restaurant industry. Retail inventories purchased domestically generally are
financed from normal trade credit, while imported retail inventories generally are purchased through wire transfers.  These various trade terms are aided by rapid
turnover of the restaurant inventory.  Employees generally are paid on weekly or semi-monthly schedules in arrears of hours worked except for bonuses that are paid
either quarterly or annually in arrears.  Many other operating expenses have normal trade terms and certain taxes and some benefits are deferred for longer periods of
time.
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We had negative working capital of $23,992 at January 28, 2011 versus negative working capital of $73,289 at July 30, 2010.  Working capital increased
from July 30, 2010 primarily due to the timing of payments for certain obligations, lower incentive compensation accruals and an increase in cash partially offset by
lower retail inventories and a net decrease in working capital related to the increase in sales of our gift cards during the Christmas holiday season.  Lower incentive
compensation accruals resulted from the payment of annual bonuses in the first quarter of 2011 that were earned for 2010.

Capital Expenditures

Capital expenditures (purchase of property and equipment) were $40,567 for the first six months of 2011 as compared to $27,550 during the same period a
year ago.  Capital expenditures for maintenance programs and construction for new locations accounted for the majority of the expenditures.  The increase in capital
expenditures from the first six months of 2010 to the first six months of 2011 is primarily due to an increase in the number of new locations acquired and under
construction as compared to the prior year and operational innovation initiatives.  We estimate that our capital expenditures for 2011 will be between $90,000 and
$100,000. This estimate includes certain costs related to the acquisition of sites and construction of eleven new stores that will or have opened during 2011, as well as
for acquisition and construction costs for locations to be opened in future years, capital expenditures for maintenance programs and operational innovation
initiatives.  We intend to fund our capital expenditures with cash flows from operations and borrowings under our Revolving Credit Facility, as
necessary.  Capitalized interest was $84 and $45, respectively, for the second quarters of 2011 and 2010 and $133 and $125, respectively, for the first six months of
2011 and 2010.

Off-Balance Sheet Arrangements

Other than various operating leases, we have no material off-balance sheet arrangements.  Refer to the sub-section entitled “Off-Balance Sheet
Arrangements” under the section entitled “Liquidity and Capital Resources” presented in the MD&A of our 2010 Form 10-K for additional information regarding our
operating leases.

Material Commitments

There have been no material changes in our material commitments other than in the ordinary course of business since the end of 2010.  Refer to the sub-
section entitled “Material Commitments” under the section entitled “Liquidity and Capital Resources” presented in the MD&A of our 2010 Form 10-K for additional
information regarding our material commitments.

Critical Accounting Estimates

We prepare our consolidated financial statements in conformity with GAAP.  The preparation of these financial statements requires us to make estimates and
assumptions about future events and apply judgments that affect the reported amounts of assets, liabilities, revenue, expenses and related disclosures.  We base our
estimates and judgments on historical experience, current trends, outside advice from parties believed to be experts in such matters and on various other assumptions
that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying value of assets and liabilities
that are not readily apparent from other sources.  However, because future events and their effects cannot be determined with certainty, actual results could differ
from those assumptions and estimates, and such differences could be material.
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Our significant accounting policies are discussed in Note 2 to the Consolidated Financial Statements contained in the 2010 Form 10-K.  Judgments and
uncertainties affecting the application of those policies may result in materially different amounts being reported under different conditions or using different
assumptions. Critical accounting estimates are those that:

 
 

 · management believes are both most important to the portrayal of our financial condition and operating results and
 · require management's most difficult, subjective or complex judgments, often as a result of the need to make estimates about the effect of matters that are

inherently uncertain.
 
We consider the following accounting estimates to be most critical in understanding the judgments that are involved in preparing our consolidated financial

statements:

 · Impairment of Long-Lived Assets and Provision for Asset Dispositions
 · Insurance Reserves
 · Retail Inventory Valuation
 · Tax Provision
 · Share-Based Compensation
 · Unredeemed Gift Cards
 · Legal Proceedings

Management has reviewed these critical accounting estimates and related disclosures with the Audit Committee of our Board of Directors.

Impairment of Long-Lived Assets and Provision for Asset Dispositions

We assess the impairment of long-lived assets whenever events or changes in circumstances indicate that the carrying value may not be
recoverable.  Recoverability of assets is measured by comparing the carrying value of the asset to the undiscounted future cash flows expected to be generated by the
asset.  If the total expected future cash flows are less than the carrying amount of the asset, the carrying amount is written down to the estimated fair value of an asset
to be held and used or the fair value, net of estimated costs of disposal, of an asset to be disposed of, and a loss resulting from impairment is recognized by a charge
to income.  Judgments and estimates that we make related to the expected useful lives of long-lived assets are affected by factors such as changes in economic
conditions and changes in operating performance.  The accuracy of such provisions can vary materially from original estimates and management regularly monitors
the adequacy of the provisions until final disposition occurs.

We have not made any material changes in our methodology for assessing impairments during the first six months of 2011 and we do not believe that there
is a reasonable likelihood that there will be a material change in the estimates or assumptions used by us to assess impairment on long-lived assets.  However, if
actual results are not consistent with our estimates and assumptions used in estimating future cash flows and fair values of long-lived assets, we may be exposed to
losses that could be material.  
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Insurance Reserves

We self-insure a significant portion of our expected workers’ compensation, general liability and health insurance programs.  We purchase insurance for
individual workers’ compensation claims that exceed $250, $500 or $1,000 depending on the state in which the claim originates.  We purchase insurance for
individual general liability claims that exceed $500.  We self-insure a portion of our group health program.  For our calendar 2010 and 2011 plans, benefits for any
individual (employee or dependents) in the self-insured program are limited to not more than $20 in any given plan year and, in certain cases, to not more than $8 in
any given year.  We record a liability for the self-insured portion of our group health program for all unpaid claims based upon a loss development analysis derived
from actual group health claims payment experience.

We record a liability for workers’ compensation and general liability for all unresolved claims and for an actuarially determined estimate of incurred but not
reported claims at the anticipated cost to us based upon an actuarially determined reserve as of the end of our third quarter and adjust it by the actuarially determined
losses and actual claims payments for the subsequent quarters until the next annual actuarial study of our reserve requirements.  Those reserves and these losses are
determined actuarially from a range of possible outcomes within which no given estimate is more likely than any other estimate.  As such, we record the actuarially
determined losses at the low end of that range and discount them to present value using a risk-free interest rate based on the actuarially projected timing of
payments.  We also monitor actual claims development, including incurrence or settlement of individual large claims during the interim period between actuarial
studies as another means of estimating the adequacy of our reserves.  From time to time, we perform limited scope interim updates of our actuarial studies to verify
and/or modify our reserves.  During the second quarters of 2011 and 2010, we performed such updates.

Our accounting policies regarding insurance reserves include certain actuarial assumptions and management judgments regarding economic conditions, the
frequency and severity of claims and claim development history and settlement practices.  We have not made any material changes in the methodology used to
establish our insurance reserves during the first six months of 2011 and do not believe there is a reasonable likelihood that there will be a material change in the
estimates or assumptions used to calculate the insurance reserves.  However, changes in these actuarial assumptions or management judgments in the future may
produce materially different amounts of expense that would be reported under these insurance programs.

Retail Inventory Valuation

Cost of goods sold includes the cost of retail merchandise sold at our stores utilizing the retail inventory method (“RIM”).  RIM is an averaging method that
is widely used in the retail industry due to its practicality.  Under RIM, the valuation of our retail inventories at cost and the resulting gross margins are calculated by
applying a cost-to-retail ratio to the retail value of our inventories.  Inherent in the RIM calculation are certain significant management judgments and estimates,
including initial markons, markups, markdowns and shrinkage, which may significantly affect the gross margin calculation as well as the ending inventory valuation.

 
Inventory valuation provisions are included for retail inventory obsolescence and retail inventory shrinkage.  Retail inventory is reviewed on a quarterly

basis for obsolescence and adjusted as appropriate based on assumptions made by management and judgment regarding inventory aging and future promotional
activities.  Cost of goods sold includes an estimate of shrinkage that is adjusted upon physical inventory counts in subsequent periods.  Annual physical inventory
counts are conducted throughout the third and fourth quarters based upon a cyclical inventory schedule.  An estimate of shrinkage is recorded for the time period
between physical inventory counts by using a three-year average of the physical inventories’ results on a store-by-store basis.
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We have not made any material changes in the methodologies, estimates or assumptions related to our merchandise inventories during the first six months of
2011 and do not believe there is a reasonable likelihood that there will be a material change in these methodologies, estimates or assumptions in the future.  However,
actual obsolescence or shrinkage recorded as a result of physical inventories may produce materially different amounts than we have estimated.

Tax Provision

We must make estimates of certain items that comprise our income tax provision.  These estimates include effective state and local income tax rates,
employer tax credits for items such as FICA taxes paid on employee tip income, Work Opportunity and Welfare to Work credits, as well as estimates related to
certain depreciation and capitalization policies.  Our estimates are made based on current tax laws, the best available information at the time of the provision and
historical experience.

 
We recognize (or derecognize) a tax position taken or expected to be taken in a tax return in the financial statements when it is more likely than not (i.e., a

likelihood of more than fifty percent) that the position would be sustained (or not sustained) upon examination by tax authorities.  A recognized tax position is then
measured at the largest amount of benefit that is greater than fifty percent likely of being realized upon ultimate settlement.

We file our income tax returns several months after our year end.  These returns are subject to audit by the federal and various state governments years after
the returns are filed and could be subject to differing interpretations of the tax laws.  We then must assess the likelihood of successful legal proceedings or reach a
settlement with the relevant taxing authority.  Although we believe that the judgments and estimates used in establishing our tax provision are reasonable, a
successful legal proceeding or settlement could result in material adjustments to our consolidated financial statements and our consolidated financial position (see
Note 14 to our Consolidated Financial Statements contained in the 2010 Form 10-K for additional information).

Share-Based Compensation

Share-based compensation expense is measured at the grant date based on the fair value of the award and is recognized as expense over the requisite service
period.  Our policy is to recognize compensation expense for awards with only service conditions and a graded vesting schedule on a straight-line basis over the
requisite service period for the entire award.  If a share-based compensation award is modified after the grant date, incremental compensation expense is recognized
in an amount equal to the excess of the fair value of the modified award over the fair value of the original award immediately before the modification.  Incremental
compensation expense for vested awards is recognized immediately.  For unvested awards, the sum of the incremental compensation expense and the remaining
unrecognized compensation expense for the original award on the modification date is recognized over the modified service period.  Additionally, our policy is to
issue new shares of common stock to satisfy exercises of share-based compensation awards.

The fair value of each option award granted was estimated on the date of grant using a binomial lattice-based option valuation model.  This model
incorporates the following ranges of assumptions:

 · The expected volatility is a blend of implied volatility based on market-traded options on our stock and historical volatility of our stock over the contractual
life of the options.

 · We use historical data to estimate option exercise and employee termination behavior within the valuation model; separate groups of employees that have
similar historical exercise behavior are considered separately for valuation purposes.  The expected life of options granted is derived from the output of the
option valuation model and represents the period of time the options are expected to be outstanding.
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 · The risk-free interest rate is based on the U.S. Treasury yield curve in effect at the time of grant for periods within the contractual life of the option.
 · The expected dividend yield is based on our current dividend yield as the best estimate of projected dividend yield for periods within the contractual life of

the option.

The expected volatility, option exercise and termination assumptions involve management’s best estimates at that time, all of which affect the fair value of
the option calculated by the binomial lattice-based option valuation model and, ultimately, the expense that will be recognized over the life of the option.  We update
the historical and implied components of the expected volatility assumption when new grants are made.  We update option exercise and termination assumptions
annually.  The expected life is a by-product of the lattice model and is updated when new grants are made.

Compensation expense is recognized for only the portion of awards that are expected to vest.  Therefore, an estimated forfeiture rate derived from historical
employee termination behavior, grouped by job classification, is applied against share-based compensation expense.  The forfeiture rate is applied on a straight-line
basis over the service (vesting) period for each separately vesting portion of the award as if the award were, in substance, multiple awards.  We update the estimated
forfeiture rate to actual at each reporting period and adjust compensation expense accordingly so that the amount of compensation expense recognized at any date is
at least equal to the portion of the grant-date value of the award that is vested at that date.

Generally, the fair value of each nonvested stock grant is equal to the market price of our stock at the date of grant reduced by the present value of expected
dividends to be paid prior to the vesting period, discounted using an appropriate risk-free interest rate.

All of our nonvested stock grants are time vested except the nonvested stock grants of one executive that are based upon the achievement of strategic
goals.  Compensation expense for performance-based awards is recognized when it is probable that the performance criteria will be met.  At each reporting period,
we reassess the probability of achieving the performance targets and the performance period required to meet those targets. Determining whether the performance
targets will be achieved involves judgment and the estimate of expense may be revised periodically based on the probability of achieving the performance
targets.  Revisions are reflected in the period in which the estimate is changed.  If any performance goals are not met, no compensation expense is ultimately
recognized and, to the extent previously recognized, compensation expense is reversed.  During the second quarter of 2011, based on our determination that a
performance goal for a portion of one executive’s nonvested stock grants would not be achieved, we reversed approximately $314 of share-based compensation
expense.

 
Beginning in the second quarter of 2011, we replaced certain stock option grants with performance-based stock units (“PBSUs”) for our executives.  Subject

to the respective executive’s continued employment, the PBSUs will vest at the end of the performance period, which consists of our 2011, 2012 and 2013 years.  The
number of PBSUs that will ultimately be earned and will, therefore, vest is based on a market condition, i.e., total shareholder return, which is defined as increases in
our stock price plus dividends paid during the performance period.  The target number of shares will be earned if there is no change in shareholder value during the
performance period and the maximum number of shares that may be earned is 150% of target, or 93,450.  The probability of the actual shares expected to be earned
is considered in the grant date valuation; therefore, the expense will not be adjusted to reflect the actual units earned. The vesting of the PBSUs is also subject to the
achievement of a minimum level of operating income during the performance period.  If this performance goal is not met, no PBSUs will be awarded and to the
extent previously recognized, compensation expense will be reversed.
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The fair value of the PBSUs was determined using the Monte-Carlo simulation model, which simulates a range of possible future stock prices and estimates
the probabilities of the potential payouts.  This model incorporates several key assumptions that are similar to those used to value stock options, as discussed above;
those inputs include expected volatility, risk-free rate of return and expected dividend yield.  Additionally, the Monte-Carlo simulation model uses the 60-consecutive
calendar days beginning average price from July 1, 2010 to August 31, 2010.

Other than the reversal of share-based compensation expense for the nonvested stock grant whose performance goal would not be met, we have not made
any material changes in our estimates or assumptions used to determine share-based compensation expense during the first six months of 2011.  We do not believe
that there is a reasonable likelihood that there will be a material change in the future estimates or assumptions used to determine share-based compensation
expense.  However, if actual results are not consistent with our estimates or assumptions, we may be exposed to changes in share-based compensation expense that
could be material.

Unredeemed Gift Cards

Unredeemed gift cards represent a liability related to unearned income and are recorded at their expected redemption value.  No revenue is recognized in
connection with the point-of-sale transaction when gift cards are sold.  For those states that exempt gift cards from their escheat laws, we make estimates of the
ultimate unredeemed (“breakage”) gift cards in the period of the original sale and amortize this breakage over the redemption period that other gift cards historically
have been redeemed by reducing the liability and recording revenue accordingly.  For those states that do not exempt gift cards from their escheat laws, we record
breakage in the period that gift cards are remitted to the state and reduce our liability accordingly.  Any amounts remitted to states under escheat laws reduce our
deferred revenue liability and have no effect on revenue or expense while any amounts that we are permitted to retain by state escheat laws for administrative costs
are recorded as revenue.  Changes in redemption behavior or management's judgments regarding redemption trends in the future may produce materially different
amounts of deferred revenue to be reported.

We have not made any material changes in the methodology used to record the deferred revenue liability for unredeemed gift cards during the first six
months of 2011 and do not believe there is a reasonable likelihood that there will be material changes in the future estimates or assumptions used to record this
liability.  However, if actual results are not consistent with our estimates or assumptions, we may be exposed to losses or gains that could be material.

Legal Proceedings

We are parties to various legal and regulatory proceedings and claims incidental to our business.  In the opinion of management, however, based upon
information currently available, the ultimate liability with respect to these actions will not materially affect our consolidated results of operations or financial
position.  We review outstanding claims and proceedings internally and with external counsel as necessary to assess probability of loss and for the ability to estimate
loss.  These assessments are re-evaluated each quarter or as new information becomes available to determine whether a reserve should be established or if any
existing reserve should be adjusted.  The actual cost of resolving a claim or proceeding ultimately may be substantially different than the amount of the recorded
reserve.  In addition, because it is not permissible under GAAP to establish a litigation reserve until the loss is both probable and estimable, in some cases there may
be insufficient time to establish a reserve prior to the actual incurrence of the loss (upon verdict and judgment at trial, for example, or in the case of a quickly
negotiated settlement).
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

Part II, Item 7A of the 2010 Form 10-K is incorporated in this item of this Quarterly Report on Form 10-Q by this reference.  There have been no material
changes in our quantitative and qualitative market risks since July 30, 2010.

Item 4. Controls and Procedures

Our management, with the participation of our principal executive and financial officers, including the Chief Executive Officer and the Chief Financial
Officer, evaluated the effectiveness of our disclosure controls and procedures (as defined in Rule 13a-15(e) promulgated under the Securities Exchange Act of 1934
(the “Exchange Act”)).  Based upon this evaluation, the Chief Executive Officer and the Chief Financial Officer concluded that as of January 28, 2011, our disclosure
controls and procedures were effective for the purposes set forth in the definition thereof in Exchange Act Rule 13a-15(e).

There have been no changes (including corrective actions with regard to significant deficiencies and material weaknesses) during the quarter ended January
28, 2011 in our internal control over financial reporting (as defined in Exchange Act Rule 13a-15(f)) that have materially affected, or are reasonably likely to
materially affect, our internal control over financial reporting.
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PART II – OTHER INFORMATION
 
Item 1A. Risk Factors

There have been no material changes in the risk factors previously disclosed in “Item 1A. Risk Factors” of our 2010 Form 10-K.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Unregistered Sales of Equity Securities

There were no equity securities sold by the Company during the period covered by this Form 10-Q that were not registered under the Securities Act
of 1933, as amended.
 
Issuer Purchases of Equity Securities
 
The following table sets forth information with respect to purchases of shares of the Company’s common stock made during the quarter ended
January 28, 2011 by or on behalf of the Company or any “affiliated purchaser,” as defined by Rule 10b-18(a)(3) of the Exchange Act:

Period  

Total Number of
Shares

Purchased   

Average Price
Paid Per Share

(1)   

Total Number of
Shares Purchased

as Part of
Publicly

Announced
Plans or

Programs  
Maximum Number of Shares that May Yet Be

Purchased Under the Plans or Programs
10/30/10 – 11/26/10   --   --   -- Indeterminate (2)
11/27/10 – 12/24/10   146,400  $ 54.62   146,400 Indeterminate (2)
12/25/10 – 1/28/11   53,600  $ 55.97   53,600 Indeterminate (2)
Total for the quarter   200,000  $ 54.98   200,000     Indeterminate (2)

 (1) Average price paid per share is calculated on a settlement basis and includes commissions and fees.
 (2) Subject to a maximum amount of $65,000, we have been authorized by our Board of Directors to repurchase shares during 2011 to offset share

dilution that results from the issuance of shares under our equity compensation plans.  See Note 7 to our Consolidated Financial Statements
contained in the 2010 Form 10-K.

 
Item 6.             Exhibits
 

See Exhibit Index immediately following the signature page hereto.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto
duly authorized.

 CRACKER BARREL OLD COUNTRY STORE, INC.
   
   
   
Date: 3/4/11 By: /s/Lawrence E. Hyatt
  Lawrence E. Hyatt, Senior Vice President and
      Chief Financial Officer
   
   
Date: 3/4/11 By: /s/Patrick A. Scruggs
  Patrick A. Scruggs, Vice President, Accounting and Tax
      and Chief Accounting Officer
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10.1 Executive Employment Agreement dated as of November 1, 2010 with Sandra B. Cochran
  
10.2 Amendment to Michael A. Woodhouse Employment Agreement executed on November 1, 2010
  
10.3 Cracker Barrel Old Country Store, Inc. 2010 Omnibus Incentive Compensation Plan (incorporated by reference to Exhibit 10.1 to

the Company’s Current Report on Form 8-K dated December 1, 2010 and filed with the Commission on December 7, 2010)
  
10.4 Form of Performance-Based Stock Unit Award (incorporated by reference to Exhibit 10.2 to the Company’s Current Report on

Form 8-K dated December 1, 2010 and filed with the Commission on December 7, 2010)
  
10.5 Change in Control Agreement with Lawrence E. Hyatt dated January 3, 2011 (incorporated by reference to Exhibit 99.1 to the
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32 Section 1350 Certifications
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101.LAB XBRL Taxonomy Extension Label Linkbase Document
  
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document
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Exhibit 10.1
 
 

 
EMPLOYMENT AGREEMENT

 
THIS EMPLOYMENT AGREEMENT (“Agreement”), executed this 1st day of November, 2010 (the “Effective Date”), is made and entered into by and

between CRACKER BARREL OLD COUNTRY STORE, INC. (the “Company”) and SANDRA B. COCHRAN (“Executive”).
 

WITNESSETH:
 

WHEREAS, Company and Executive are parties to an Employment Agreement dated March 11, 2009 (the "Existing Employment Agreement") pursuant to
which  Executive currently serves as the Company's Executive Vice President and Chief Financial Officer; and

WHEREAS, Company wishes to promote Executive to the position of President and Chief Operating Officer; and

WHEREAS, the Executive is willing to commit herself to continue to serve the Company on the terms and conditions specified herein;

NOW, THEREFORE, for and in consideration of the premises, the mutual promises, covenants and agreements contained herein, and for other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties agree as follows:

1. EMPLOYMENT.

Subject to the terms and conditions of this Agreement, the Company hereby employs Executive as its President and Chief Operating Officer..

2. DURATION OF AGREEMENT.

The initial term of this Agreement shall begin as of the Effective Date and, unless earlier terminated pursuant to Sections 5, 6, 7, 8 or 9, shall continue until
October 31, 2012 (such two (2) year period, the “Initial Term”).  The Initial Term shall automatically be extended for a one-year period (“Extension Term” and,
collectively with the Initial Term, the “Term”) unless either party gives notice of non-extension to the other no later than one hundred eighty (180) days prior to the
expiration of the Initial Term.  After expiration of the Initial Term, or the Extension Term, as applicable, Executive’s employment with the Company as its President
shall continue under such terms, conditions and policies of the Company as shall then be in effect.

 
 



 

3. POSITION AND DUTIES.

3.1           Position.  Subject to the remaining conditions of this Section 3.1, Executive shall serve as the Company’s President and Chief Operating
Officer.  Executive shall report to the Company’s Chief Executive Officer (the “CEO”) and perform such duties and responsibilities as may be prescribed from time-
to-time by the CEO or by the Company’s Board of Directors (the “Board”).  From time to time, Executive also may be designated to such other offices within the
Company or its subsidiaries as may be necessary or appropriate for the convenience of the businesses of the Company and its subsidiaries.

3.2           Full-Time Efforts.  Executive shall perform and discharge faithfully, diligently and to the best of her ability such duties and responsibilities and
shall devote her full-time efforts to the business and affairs of the Company.  Executive agrees to promote the best interests of the Company and to take no action that
in any way damages the public image or reputation of the Company, its subsidiaries or its affiliates.

3.3           No Interference With Duties.  Executive shall not (i) engage in any activities, or render services to or become associated with any other business
that in the reasonable judgment of the CEO or of the Board violates Article 13 of this Agreement; or (ii) devote time to other activities which would inhibit or
otherwise interfere with the proper performance of her duties, provided, however, that it shall not be a violation of this Agreement for Executive to (i) devote
reasonable periods of time to charitable and community activities and industry or professional activities or (ii) manage personal business interests and investments, so
long as the activities in (i) or (ii) do not interfere with the performance of Executive’s responsibilities under this Agreement.  Executive may, with the prior approval
of the Board (or applicable committee), serve on the boards of directors (or other governing body) of other for profit corporations or entities, consistent with this
Agreement and the Company’s policies.

3.4           Work Standard.  Executive hereby agrees that she shall at all times comply with and abide by all terms and conditions set forth in this Agreement,
and all applicable work policies, procedures and rules as may be issued by Company.  Executive also agrees that she shall comply with all federal, state and local
statutes, regulations and public ordinances governing the performance of her duties hereunder.

4. COMPENSATION AND BENEFITS.

4.1           Base Salary.  Subject to the terms and conditions set forth in this Agreement, the Company shall pay Executive, and Executive shall accept, an
annual salary (“Base Salary”) in the amount of Six Hundred Twenty-five Thousand and No/100 Dollars ($625,000).  The Base Salary shall be paid in accordance
with the Company’s normal payroll practices and may be increased from time to time at the sole discretion of the Board.
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4.2           Incentive, Savings and Retirement Plans.  During the Term, Executive shall be entitled to participate in all incentive (including, without limitation,
long term incentive plans), savings and retirement plans, practices, policies and programs applicable generally to senior executive officers of the Company (“Peer
Executives”), and on the same basis as such Peer Executives, except as to benefits that are specifically applicable to Executive pursuant to this Agreement.  Without
limiting the foregoing, the following provisions shall apply with respect to Executive:

 4.2.1 Incentive Bonus.  Executive shall be entitled to an annual bonus, the amount of which shall be determined by the Compensation Committee of the
Board (the “Committee”). The amount of and performance criteria with respect to any such bonus in any year shall be determined not later than the
date or time prescribed by Treas. Reg. § 1.162-27(e) (“Section 162(m)”) in accordance with a formula to be agreed upon by the Company and
Executive and approved by the Committee that reflects the financial and other performance of the Company and the Executive’s contributions
thereto. Executive’s target percentage under any such a plan shall be at least 100% (of Base Salary) unless it is reduced as part of an across-the-
board decrease in target bonuses affecting other Peer Executives..

 4.2.2 Long Term Incentive Plan. With respect to any long term incentive plan established by the Company, the Executive’s target percentage under such
a plan shall be at least 200% (of Base Salary) unless it is reduced as part of an across-the-board decrease in target bonuses affecting other Peer
Executives..

 4.2.3 Welfare Benefit Plans. During the Term, Executive and Executive’s eligible dependents shall be eligible for participation in, and shall receive all
benefits under, the welfare benefit plans, practices, policies and programs provided by the Company (including, without limitation, medical,
prescription, dental, disability, executive life, group life, accidental death plans and programs) (“Welfare Plans”) to the extent applicable generally
to Peer Executives.  .

 4.2.4 Vacation. Executive shall be entitled to an annual paid vacation commensurate with the Company’s established vacation policy for Peer Executives.
The timing of paid vacations shall be scheduled in a reasonable manner by the Executive.

 4.2.5 Business Expenses. Executive shall be reimbursed for all reasonable business expenses incurred in carrying out the work hereunder. Executive shall
follow the Company’s expense procedures that generally apply to other Peer Executives in accordance with the policies, practices and procedures
of the Company to the extent applicable generally to such Peer Executives.
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5. TERMINATION FOR CAUSE.

This Agreement may be terminated immediately at any time by the Company without any liability owing to Executive or Executive’s beneficiaries under
this Agreement, except Base Salary through the date of termination and benefits under any plan or agreement covering Executive which shall be governed by the
terms of such plan or agreement, under the following conditions, each of which shall constitute “Cause” or “Termination for Cause”:

 (a) Any act by Executive involving fraud and any breach by Executive of applicable regulations of competent authorities in relation to trading or
dealing with stocks, securities, investments and the like or any willful or grossly negligent act by Executive resulting in an investigation by the
Securities and Exchange Commission which, in each case, a majority of the Board determines in its sole and absolute discretion materially
adversely affects the Company or Executive’s ability to perform her duties under this Agreement;

 (b) Attendance at work in a state of intoxication or otherwise being found in possession at her place of work of any prohibited drug or substance,
possession of which would amount to a criminal offense;

 (c) Executive’s personal dishonesty or willful misconduct in connection with her duties to the Company;

 (d) Breach of fiduciary duty to the Company involving personal profit by the Executive;

 (e) Conviction of the Executive for any felony or crime involving moral turpitude;

 (f) Material intentional breach by the Executive of any provision of this Agreement or of any Company policy adopted by the Board; or

 (g) The continued failure of Executive to perform substantially Executive’s duties with the Company (other than any such failure resulting from
incapacity due to Disability, and specifically excluding any failure by Executive, after good faith, reasonable and demonstrable efforts, to meet
performance expectations for any reason), after a written demand for substantial performance is delivered to Executive by a majority of the Board
that specifically identifies the manner in which such Board believes that Executive has not substantially performed Executive’s duties.
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The cessation of employment of Executive shall not be deemed to be for Cause unless and until there shall have been delivered to Executive a copy of a
resolution duly adopted by the affirmative vote of not less than two-thirds of the entire membership of the Board at a meeting of the Board called and held for such
purpose (after reasonable notice is provided to Executive and Executive is given an opportunity, together with counsel, to be heard before the Board), finding that, in
the good faith opinion of such Board, Executive is guilty of the conduct described in any one or more of subsections (a) through (g) above, and specifying the
particulars thereof in detail.

6. TERMINATION UPON DEATH.

Notwithstanding anything herein to the contrary, this Agreement shall terminate immediately upon Executive’s death, and the Company shall have no
further liability to Executive or her beneficiaries under this Agreement, other than for payment of Accrued Obligations (as defined in Section 9(a)(1)), the timely
payment or provision of Other Benefits (as defined in Section 9(b)), including without limitation benefits under such plans, programs, practices and policies relating
to death benefits, if any, as are applicable to Executive on the date of her death.  The rights of the Executive’s estate with respect to stock options and restricted stock,
and all other benefit plans, shall be determined in accordance with the specific terms, conditions and provisions of the applicable agreements and plans.

7. DISABILITY.

If the Company determines in good faith that the Disability of Executive has occurred during the Term (pursuant to the definition of Disability set forth
below), it may give to Executive written notice of its intention to terminate Executive’s employment.  In such event, Executive’s employment with the Company shall
terminate effective on the 30th day after receipt of such written notice by Executive (the “Disability Effective Date”), provided that, within the 30 days after such
receipt, Executive shall not have returned to full-time performance of Executive’s duties.  If Executive’s employment is terminated by reason of her Disability, this
Agreement shall terminate without further obligations to Executive, other than for payment of Accrued Obligations (as defined in Section 9(a)(1)), the timely
payment or provision of Other Benefits (as defined in Section 9(b)), including without limitation benefits under such plans, programs, practices and policies relating
to disability benefits, if any, as are applicable to Executive on the Disability Effective Date.  The rights of the Executive with respect to stock options and restricted
stock, and all other benefit plans, shall be determined in accordance with the specific terms, conditions and provisions of the applicable agreements and plans.

For purposes of this Agreement, “Disability” shall mean: (i) a long-term disability entitling Executive to receive benefits under the Company’s long-term
disability plan as then in effect; or (ii) if no such plan is then in effect or the plan does not apply to Executive, the inability of Executive, as determined by the Board
of the Company, to perform the essential functions of her regular duties and responsibilities, with or without reasonable accommodation, due to a medically
determinable physical or mental illness which has lasted (or can reasonably be expected to last) for a period of six consecutive months.  At the request of Executive
or her personal representative, the Board’s determination that the Disability of Executive has occurred shall be certified by two physicians mutually agreed upon by
Executive, or her personal representative, and the Company.  Without such independent certification (if so requested by Executive), Executive’s termination shall be
deemed a termination by the Company without Cause and not a termination by reason of her Disability.
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8. EXECUTIVE’S TERMINATION OF EMPLOYMENT.

Executive’s employment may be terminated at any time by Executive for Good Reason or no reason.  For purposes of this Agreement, “Good Reason” shall
mean:

 (a) Other than her removal for Cause pursuant to Section 5 and subject to the proviso below, without the written consent of Executive, the assignment
to Executive of any duties inconsistent in any material respect with Executive’s position (including status, offices, titles and reporting
requirements), authority, duties or responsibilities as in effect on the Effective Date, or any other action by the Company which results in a
demonstrable diminution in such position, authority, duties or responsibilities, provided, however, it is expressly understood and agreed that an
isolated, insubstantial and inadvertent action not taken in bad faith and which is remedied by the Company promptly after receipt of notice thereof
given by Executive shall not constitute “Good Reason”;

 (b) A reduction by the Company in Executive’s Base Salary as in effect on the Effective Date or as the same may be increased from time to time,
unless such reduction is a part of an across-the-board decrease in base salaries affecting all other Peer Executives; provided, however that in any
event, the Company may not reduce Executive’s Base Salary by more than ten percent (10%);

 (c) A reduction by the Company in Executive’s annual target bonus (expressed as a percentage of Base Salary) unless such reduction is a part of an
across-the-board decrease in target bonuses affecting all other Peer Executives; provided, however that in any event, the Company may not reduce
Executive’s annual target bonus (expressed as a percentage of Base Salary) below fifty percent (50%) of the Base Salary;

 (d) The Company’s requiring Executive, without her consent, to be based at any office or location more than (50) miles from the Company’s current
headquarters in Lebanon, Tennessee;
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 (e) The Company gives a notice of non-extension pursuant to Section 2;

 (f) The material breach by the Company of any provision of this Agreement; or

 (g) The failure of any successor (whether direct or indirect, by purchase, merger (unless the Company is the surviving company in the merger),
consolidation or otherwise) to all or substantially all of the business and/or assets of the Company to assume expressly and agree to perform this
Agreement in the same manner and to the same extent that the Company would be required to perform it if no such succession had taken place.

Good Reason shall not include Executive’s death or Disability.  Executive’s continued employment shall not constitute consent to, or a waiver of rights with
respect to, any circumstance constituting Good Reason hereunder, provided that Executive raises to the attention of the Board any circumstance she believes in good
faith constitutes Good Reason within ninety (90) days after occurrence or be foreclosed from raising such circumstance thereafter.  The Company shall have an
opportunity to cure any claimed event of Good Reason within thirty (30) days of notice from Executive.

If Executive terminates her employment for Good Reason, upon the execution and effectiveness of the Release attached hereto as an addendum and made a part
hereof (the “Release”), she shall be entitled to the same benefits she would be entitled to under Paragraph 9 as if terminated without Cause.  If Executive terminates
her employment without Good Reason, this Agreement shall terminate without further obligations to Executive, other than for payment of Accrued Obligations (as
defined in Paragraph 9(a)(1)) and the timely payment or provision of Other Benefits (as defined in Paragraph 9(b)).

9. TERMINATION WITHOUT CAUSE.

If Executive’s employment is terminated by the Company without Cause prior to the expiration of the Term (it being understood by the parties that
termination by death, Disability or expiration of the Term shall not constitute termination without Cause), then Executive shall be entitled to the following benefits
upon the execution and effectiveness of the Release; provided, however, that Executive shall not be eligible or entitled to receive benefits under this Section 9 if she
has received or is receiving benefits under the Executive Retention Agreement referred to in Section 10.  Also, if the Executive receives benefits pursuant to this
Section 9, she shall not be eligible or entitled to receive any benefits under the Company’s Severance Benefits Policy.

 (a) The Company shall pay to Executive commencing after the later of the date of termination or the execution and effectiveness of the Release, the
aggregate of the following amounts:
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 (1) in a lump sum in cash within 30 days, the sum of (i) Executive’s Base Salary through the date of termination to the extent not theretofore
paid, (ii) a pro-rata portion of amounts payable under any then existing incentive or bonus plan applicable to Executive (including, without
limitation, any incentive bonus referred to in Section 4.2.1) for that portion of the fiscal year in which the termination of employment
occurs through the date of termination; (iii) any accrued expenses and vacation pay to the extent not theretofore paid, and (iv) unless
Executive has elected a different payout date in a prior deferral election, any compensation previously deferred by Executive (together
with any accrued interest or earnings thereon) to the extent not theretofore paid (the sum of the amounts described in subsections (i), (ii),
(iii) and (iv) shall be referred to in this Agreement as the “Accrued Obligations”);

 (2) in installments ratably over twenty-four (24) months in accordance with the Company’s normal payroll cycle and procedures, the amount
equal to two (2) times Executive’s annual Base Salary in effect as of the date of termination;

 (3) if Executive elects to continue to participate in the Company’s medical insurance program as allowed by law pursuant to the plan’s terms
and conditions, in installments over twelve (12) months contemporaneously with the payments described in Section 9(a)(2), an amount
equal to the difference between: (a) the monthly (or bi-monthly, if applicable) premium cost under COBRA of such participation; and (b)
the monthly (or bi-monthly, if applicable) premium cost of such participation at the time of Executive’s termination of employment;
provided, however, that notwithstanding the foregoing, the Company shall not be obligated to provide such benefits if Executive becomes
employed by another employer and is covered or permitted to be covered by that employer’s benefit plans without regard to the extent of
such coverage; and

 (4) In the event that the payments under Section 9(a)(2) are not deemed to be “deferred compensation” under Section 409A of the Code (as
defined below), the Company may, at any time and in its sole discretion, make a lump sum payment of all amounts, or all remaining
amounts, due to Executive under Section 9(a)(2).

 (b) To the extent not theretofore paid or provided, the Company shall timely pay or provide to Executive any other accrued amounts or accrued
benefits required to be paid or provided or which Executive is eligible to receive under any plan, program, policy or practice or contract or
agreement of the Company (such other amounts and benefits shall be referred to in this Agreement as the “Other Benefits”).
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10. CHANGE IN CONTROL.

The Company and the Executive are parties to an Employee Retention Agreement that sets forth the benefits that Executive is to receive in the event that
there occurs a Change in Control (as defined in the Executive Retention Agreement) of the Company.  In the event of the termination of employment of Executive
after a Change in Control, Executive’s benefits shall be determined by reference to the Executive Retention Agreement and not to the terms and conditions of this
Agreement.

11. COSTS OF ENFORCEMENT.

If either party brings suit to compel performance of, to interpret, or to recover damages for the breach of this Agreement, the finally prevailing party shall be
entitled to reasonable attorneys’ fees in addition to costs and necessary disbursements otherwise recoverable.

12. PUBLICITY; NO DISPARAGING STATEMENT.

Executive and the Company covenant and agree that they shall not engage in any communications which shall disparage one another or interfere with their
existing or prospective business relationships.

13. BUSINESS PROTECTION PROVISIONS.

13.1           Preamble.  As a material inducement to the Company to enter into this Agreement, and its recognition of the valuable experience, knowledge and
proprietary information Executive gained from her employment with the Company, Executive warrants and agrees she will abide by and adhere to the following
business protection provisions in this Article 13 and all sections thereof.

13.2           Definitions.  For purposes of this Article 13 and all sections thereof, the following terms shall have the following meanings:

(a)           “Competitive Position” shall mean any employment, consulting, advisory, directorship, agency, promotional or independent contractor
arrangement between the Executive and any person or Entity engaged wholly or in material part in the restaurant or retail business that is the same or similar
to that in which the Company or any of its affiliates (collectively the “Cracker Barrel Entities”) is engaged whereby Executive is required to or does perform
services on behalf of or for the benefit of such person or Entity which are substantially similar to the services in which Executive participated or that she
directed or oversaw while employed by the Company.  Without limiting the generality of the foregoing, the following companies and concepts would be
included within those that would be deemed the same or similar to Cracker Barrel Entities and or the businesses in which the Cracker Barrel Entities are
engaged: Applebee’s Restaurants, Bob Evans Farms, Brinker International, Cheesecake Factory, Inc., Darden Restaurants, Inc., Denny’s Restaurants,
DineEquity and Outback Steakhouse.
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(b)           “Confidential Information” shall mean the proprietary or confidential data, information, documents or materials (whether oral, written, electronic
or otherwise) belonging to or pertaining to the Cracker Barrel Entities, other than “Trade Secrets” (as defined below), which is of tangible or intangible
value to any of the Cracker Barrel Entities and the details of which are not generally known to the competitors of the Cracker Barrel Entities.  Confidential
Information shall also include: any items that any of the Cracker Barrel Entities have marked “CONFIDENTIAL” or some similar designation or are
otherwise identified as being confidential.

(c)           “Entity” or “Entities” shall mean any business, individual, partnership, joint venture, agency, governmental agency, body or subdivision,
association, firm, corporation, limited liability company or other entity of any kind.

(d)           “Restricted Period” shall mean twenty-four (24) months following termination of Executive’s employment hereunder; provided, however that the
Restricted Period shall be extended for a period of time equal to any period( s) of time within the twenty-four (24) month period following termination of
Executive’s employment hereunder that Executive is determined by a final non-appealable judgment from a court of competent jurisdiction to have engaged
in any conduct that violates this Article 13 or any sections thereof, the purpose of this provision being to secure for the benefit of the Company the entire
Restricted Period being bargained for by the Company for the restrictions upon the Executive’s activities.

(e)           “Territory” shall mean each of the United States of America.

(f)           “Trade Secrets” shall mean information or data of or about any of the Cracker Barrel Entities, including, but not limited to, technical or non-
technical data, recipes, formulas, patterns, compilations, programs, devices, methods, techniques, drawings, processes, financial data, financial plans,
product plans or lists of actual or potential suppliers that: (1) derives economic value, actual or potential, from not being generally known to, and not being
readily ascertainable by proper means by, other persons who can obtain economic value from its disclosure or use; (2) is the subject of efforts that are
reasonable under the circumstances to maintain its secrecy; and (3) any other information which is defined as a “trade secret” under applicable law.
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(g)           “Work Product” shall mean all tangible work product, property, data, documentation, “know-how,” concepts or plans, inventions, improvements,
techniques and processes relating to the Cracker Barrel Entities that were conceived, discovered, created, written, revised or developed by Executive during
the term of her employment with the Company.
 

 13.3 Nondisclosure; Ownership of Proprietary Property.

(a)           In recognition of the need of the Cracker Barrel Entities to protect their legitimate  business interests, Confidential Information and Trade Secrets,
Executive hereby covenants and agrees that Executive shall regard and treat Trade Secrets and all Confidential Information as strictly confidential and
wholly-owned by the Cracker Barrel Entities and shall not, for any reason, in any fashion, either directly or indirectly, use, sell, lend, lease, distribute,
license, give, transfer, assign, show, disclose, disseminate, reproduce, copy, misappropriate or otherwise communicate any such item or information to any
third party or Entity for any purpose other than in accordance with this Agreement or as required by applicable law, court order or other legal process: (i)
with regard to each item constituting a Trade Secret, at all times such information remains a “trade secret” under applicable law, and (ii) with regard to any
Confidential Information, for the Restricted Period.

(b)           Executive shall exercise best efforts to ensure the continued confidentiality of all Trade Secrets and Confidential Information, and she shall
immediately notify the Company of any unauthorized disclosure or use of any Trade Secrets or Confidential Information of which Executive becomes
aware. Executive shall assist the Cracker Barrel Entities, to the extent necessary, in the protection of or procurement of any intellectual property protection
or other rights in any of the Trade Secrets or Confidential Information.

(c)           All Work Product shall be owned exclusively by the Cracker Barrel Entities. To the greatest extent possible, any Work Product shall be deemed to
be “work made for hire” (as defined in the Copyright Act, 17 U.S.C.A. § 101 et seq., as amended), and Executive hereby unconditionally and irrevocably
transfers and assigns to applicable Cracker Barrel Entity all right, title and interest Executive currently has or may have by operation of law or otherwise in
or to any Work Product, including, without limitation, all patents, copyrights, trademarks (and the goodwill associated therewith), trade secrets, service
marks (and the goodwill associated therewith) and other intellectual property rights.  Executive agrees to execute and deliver to the applicable Cracker
Barrel Entity any transfers, assignments, documents or other instruments which the Company may deem necessary or appropriate, from time to time, to
protect the rights granted herein or to vest complete title and ownership of any and all Work Product, and all associated intellectual property and other rights
therein, exclusively in the applicable Cracker Barrel Entity.
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 13.4 Non-Interference With Executives.

Executive recognizes and acknowledges that, as a result of her employment by Company, she will become familiar with and acquire knowledge of
confidential information and certain other information regarding the other executives and employees of the Cracker Barrel Entities.  Therefore, Executive agrees that,
during the Restricted Period, Executive shall not encourage, solicit or otherwise attempt to persuade any person in the employment of the Cracker Barrel Entities to
end her/her employment with a Cracker Barrel Entity or to violate any confidentiality, non-competition or employment agreement that such person may have with a
Cracker Barrel Entity or any policy of any Cracker Barrel Entity.  Furthermore, neither Executive nor any person acting in concert with the Executive nor any of
Executive’s affiliates shall, during the Restricted Period, employ any person who has been an executive or management employee of any Cracker Barrel Entity unless
that person has ceased to be an employee of the Cracker Barrel Entities for at least six (6) months.

 13.5 Non-competition.

Executive covenants and agrees to not obtain or work in a Competitive Position within the Territory during the Term or during the Restricted Period.
Executive and Company recognize and acknowledge that the scope, area and time limitations contained in this Agreement are reasonable and are properly required
for the protection of the business interests of Company due to Executive’s status and reputation in the industry and the knowledge to be acquired by Executive
through her association with Company’s business and the public’s close identification of Executive with Company and Company with Executive.  Further, Executive
acknowledges that her skills are such that she could easily find alternative, commensurate employment or consulting work in her field that would not violate any of
the provisions of this Agreement.  Executive acknowledges and understands that, as consideration for her execution of this Agreement and her agreement with the
terms of this covenant not to compete, Executive will receive employment with and other benefits from the Company in accordance with this Agreement.

 13.6 Remedies.

Executive understands and acknowledges that her violation of this Article 13 or any section thereof would cause irreparable harm to Company and
Company would be entitled to an injunction by any court of competent jurisdiction enjoining and restraining Executive from any employment, service, or other act
prohibited by this Agreement.  The parties agree that nothing in this Agreement shall be construed as prohibiting Company from pursuing any remedies available to
it for any breach or threatened breach of this Article 13 or any section thereof, including, without limitation, the recovery of damages from Executive or any person
or entity acting in concert with Executive.  Company shall receive injunctive relief without the necessity of posting bond or other security, such bond or other
security being hereby waived by Executive.  If any part of this Article 13 or any section thereof is found to be unreasonable, then it may be amended by appropriate
order of a court of competent jurisdiction to the extent deemed reasonable.  Furthermore and in recognition that certain severance payments are being agreed to in
reliance upon Executive’s compliance with this Article 13 after termination of her employment, in the event Executive breaches any of such business protection
provisions or other provisions of this Agreement, any unpaid amounts (e.g., those provided under Section 9(a)(2) and 9(a)(3)) shall be forfeited and Company shall
not be obligated to make any further payments or provide any further benefits to Executive following any such breach.  Additionally, if Executive breaches any of
such business protection provisions or other provisions of this Agreement or such provisions are declared unenforceable by a court of competent jurisdiction, any
lump sum payment made pursuant to Section 9(a)(4) shall be refunded by the Executive on a pro-rata basis based upon the number of months during the Restricted
Period during which she violated the provisions of this section or, in the event such provisions are declared unenforceable, the number of months during the
Restricted Period that the Company did not receive their benefit as a result of the actions of the Executive.

 
12



 

14. RETURN OF MATERIALS.

Upon Executive’s termination, or at any point after that time upon the specific request of the Company, Executive shall return to the Company all written or
descriptive materials of any kind belonging or relating to the Company or its affiliates, including, without limitation, any originals, copies and abstracts containing
any Work Product, intellectual property, Confidential Information and Trade Secrets in Executive’s possession or control.

15. SECTION 409A.

Notwithstanding anything in this Agreement to the contrary, the severance payment pursuant to Section 9, if any, to the extent such payments are made
following the Executive’s termination date through March 15 of the calendar year following such termination, are intended to constitute separate payments for
purposes of Section 1.409A-2(b)(2) of the Department of Treasury Regulations (the “Treasury Regulations”) and thus are payable pursuant to the “short-term
deferral” rule set forth in Section 1.409A-1(b)(4) of the Treasury Regulations.  To the extent such payments are made following said March 15, such severance
payments are intended to constitute separate payments for purposes of Section 1.409A-2(b)(2) of the Treasury Regulations made upon an involuntary termination
from services and payable pursuant to Section 1.409A-1(b)(9)(iii) of the Treasury Regulations, to the maximum extent permitted by said provisions, with any excess
amount being regarded as subject to the distribution requirements of Section 409A(a)(2)(A) of the Internal Revenue Code of 1986, as amended (the “Code”).  In
addition, any payment or benefit due upon a termination of Executive’s employment that represents a “deferral of compensation” within the meaning of Section
409A of the Code shall only be paid or provided to Executive once her termination of employment qualifies as a “separation from service.”  Executive agrees that the
Company shall have the right to delay the payment of any severance amount payable hereunder to the extent necessary or appropriate to comply with Section
409A(a)(2)(B)(i) of the Code (relating to payments made to certain “key employees” of certain publicly-traded companies) and in such event, any such amounts to
which Executive would otherwise be entitled during the six (6)-month period immediately following his separation from service will be paid on the first business day
following the expiration of such six (6)-month period, or such other period as provided for under final guidance promulgated under Section 409A of the
Code.  Neither the Company nor Executive shall have the right to accelerate any payment of severance payments hereunder.  Finally, amounts or benefits payable
under this Agreement shall be deemed not to be a “deferral of compensation” subject to Section 409A to the extent provided in the exceptions in Treasury Regulation
Sections 1.409A-1(b)(4) (“short-term deferrals”) and (b)(9) (“separation pay plans,” including the exception under subparagraph (iii)) and other applicable provisions
of Treasury Regulation Section 1.409A-1 through A-6.  The payment or reimbursement of expenses in Section 9 in one taxable year shall not affect the amount of the
payment of such expenses provided to or on behalf of Executive in any other taxable year.  Any payment or reimbursement of expenses provided for in such sections
shall be paid on or before the last day of Executive’s taxable year following the taxable year in which the expense was incurred.  The right to payment of such
expenses under such sections may not be liquidated or exchanged for any other benefit.

 
13



 

16. GENERAL PROVISIONS.

16.1           Amendment.  This Agreement may be amended or modified only by a writing signed by both of the parties hereto.

16.2           Binding Agreement.  This Agreement shall inure to the benefit of and be binding upon Executive, her heirs and personal representatives, and the
Company and its successors and assigns.

16.3           Waiver Of Breach; Specific Performance.  The waiver of a breach of any provision of this Agreement shall not operate or be construed as a
waiver of any other breach. Each of the parties to this Agreement will be entitled to enforce its or her rights under this Agreement, specifically, to recover damages
by reason of any breach of any provision of this Agreement and to exercise all other rights existing in its or her favor.  The parties hereto agree and acknowledge that
money damages may not be an adequate remedy for any breach of the provisions of this Agreement and that any party may in its or her sole discretion apply to any
court of law or equity of competent jurisdiction for specific performance or injunctive relief in order to enforce or prevent any violations of the provisions of this
Agreement.

16.4           Indemnification and Insurance.  The Company shall indemnify and hold the Executive harmless to the maximum extent permitted by law against
judgments, fines, amounts paid in settlement and reasonable expenses, including reasonable attorneys’ fees incurred by the Executive, in connection with the defense
of, or as a result of any action or proceeding (or any appeal from any action or proceeding) in which the Executive is made or is threatened to be made a party by
reason of the fact that she is or was an officer of the Company or any affiliate.  In addition, the Company agrees that the Executive is and shall continue to be covered
and insured up to the maximum limits provided by all insurance which the Company maintains to indemnify its directors and officers (and to indemnify the Company
for any obligations which it incurs as a result of its undertaking to indemnify its officers and directors) and that the Company will exert its best efforts to maintain
such insurance, in not less than its present limits, in effect throughout the term of the Executive’s employment.
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16.5           No Effect On Other Arrangements.  It is expressly understood and agreed that the payments made in accordance with this Agreement are in
addition to any other benefits or compensation to which Executive may be entitled or for which she may be eligible, whether funded or unfunded, by reason of her
employment with the Company including, without limitation, the Executive Retention Agreement referred to in Section 10.  Notwithstanding the foregoing, the
provisions in Sections 5 through 9 regarding benefits that the Executive will receive upon her employment being terminated supersede and are expressly in lieu of
any other severance program or policy that may be offered by the Company, except with regard to any rights the Executive may have pursuant to COBRA.

16.6           Continuation of Compensation.  If Executive becomes entitled to payments under Section 8 or Section 9 but dies before receipt thereof, the
Company agrees to pay to the Executive’s spouse or her estate, as the case may be, pursuant to such designation as Executive shall deliver to the Company in a form
reasonably satisfactory to the Company, any amounts to which Executive, at the time of her death, was so entitled.

16.7           Tax Withholding.  There shall be deducted from each payment under this Agreement the amount of any tax required by any governmental
authority to be withheld and paid over by the Company to such governmental authority for the account of Executive.

16.8           Notices.  All notices and all other communications provided for herein shall be in writing and delivered personally to the other designated party,
or mailed by certified or registered mail, return receipt requested, or delivered by a recognized national overnight courier service, or sent by facsimile, as follows:

 If to Company to: Cracker Barrel Old Country Store, Inc.
  Attn: Chief Legal Officer
  P.O. Box 787
  Lebanon, TN 37088-0787
  Facsimile: (615) 443-9818
   
 If to Executive to: Executive’s most recent address on file with the Company.
   
 Copy to: Boies, Schiller & Flexner, LLP
  575 Lexington Avenue, 7th Floor
  New York, NY 10022
  Attn:  Robert M. Lia, Esq.
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All notices sent under this Agreement shall be deemed given twenty-four (24) hours after sent by facsimile or courier, seventy-two (72) hours after sent by certified
or registered mail and when delivered if personal delivery. Either party hereto may change the address to which notice is to be sent hereunder by written notice to the
other party in accordance with the provisions of this Section.

16.9           Governing Law.  This Agreement shall be governed by and construed in accordance with the laws of the State of Tennessee (without giving
effect to conflict of laws).

16.10           Entire Agreement.  This Agreement contains the full and complete understanding of the parties hereto with respect to the subject matter
contained herein and this Agreement supersedes and replaces any prior agreement (including, without limitation, the Existing Employment Agreement), either oral or
written, which Executive may have with Company that relates generally to the same subject matter.  Notwithstanding the foregoing, the termination of the Existing
Employment Agreement shall be without prejudice to Executive's rights under the Executive Retention Agreement referred to in Section 10 and those rights under
Sections 4.3.1, 4.3.2 and 4.3.5 of the Existing Employment Agreement, which provisions (and any awards made pursuant to those provisions) shall remain in full
force and effect.

16.11           Assignment.  This Agreement may not be assigned by Executive without the prior written consent of Company, and any attempted assignment
not in accordance herewith shall be null and void and of no force or effect.

16.12           Severability.  If any one or more of the terms, provisions, covenants or restrictions of this Agreement shall be determined by a court of
competent jurisdiction to be invalid, void or unenforceable, then the remainder of the terms, provisions, covenants and restrictions of this Agreement shall remain in
full force and effect, and to that end the provisions hereof shall be deemed severable.

16.13           Section Headings.  The Section headings set forth herein are for convenience of reference only and shall not affect the meaning or interpretation
of this Agreement whatsoever.

16.14           Interpretation.  Should a provision of this Agreement require judicial interpretation, it is agreed that the judicial body interpreting or construing
the Agreement shall not apply the assumption that the terms hereof shall be more strictly construed against one party by reason of the rule of construction that an
instrument is to be construed more strictly against the party which itself or through its agents prepared the agreement, it being agreed that all parties and/or their
agents have participated in the preparation hereof.
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16.15           Mediation.  Except as provided in subsection (c) of this Section 16.15, the following provisions shall apply to disputes between Company and
Executive: (i) arising out of or related to this Agreement (including any claim that any part of this agreement is invalid, illegal or otherwise void or voidable), or (ii)
the employment relationship that exists between Company and Executive:

(a)           The parties shall first use their best efforts to discuss and negotiate a resolution of the dispute.

(b)           If efforts to negotiate a resolution do not succeed within 5 business days after a written request for negotiation has been made, a party
may submit to the dispute to mediation by sending a letter to the other party requesting mediation. The dispute shall be mediated by a mediator agreeable to
the parties or, if the parties cannot agree, by a mediator selected by the American Arbitration Association. If the parties cannot agree to a mediator within 5
business days, either party may submit the dispute to the American Arbitration Association for the appointment of a mediator. Mediation shall commence
within 10 business days after the mediator has been named.

(c)           The provisions of this Section 16.15 shall not apply to any dispute relating to the ability of the Company to terminate Executive’s
employment pursuant to Section 5 or Section 9 of this Agreement nor shall they apply to any action by the Company seeking to enforce its rights arising out
of or related to the provisions of Article 13 of this Agreement.

16.16           Voluntary Agreement.  Executive and Company represent and agree that each has reviewed all aspects of this Agreement, has carefully read and
fully understands all provisions of this Agreement, and is voluntarily entering into this Agreement.  Each party represents and agrees that such party has had the
opportunity to review any and all aspects of this Agreement with legal, tax or other adviser(s) of such party’s choice before executing this Agreement.
 

[Signatures on following page]
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IN WITNESS WHEREOF, the parties hereto have executed, or caused their duly authorized representative to execute, this Agreement as of the date and
year first above written.
 
 CRACKER BARREL OLD COUNTRY STORE, INC.
   
   
 By:  /s/Michael A. Woodhouse
  Michael A. Woodhouse
  Chairman and CEO
   
 “EXECUTIVE”
   
 /s/Sandra B. Cochran
 Sandra B. Cochran
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RELEASE

THIS RELEASE (“Release”) is made and entered into by and between SANDRA B. COCHRAN (“Executive”) and CRACKER BARREL OLD
COUNTRY STORE, INC. and its successor or assigns (“Company”).

WHEREAS, Executive and Company have agreed that Executive’s employment with the Company shall terminate on ______________________;

WHEREAS, Executive and the Company have previously entered into that certain Employment Agreement, dated November 1, 2010 (“Agreement”), and
this Release is incorporated therein by reference;

WHEREAS, Executive and Company desire to delineate their respective rights, duties and obligations attendant to such termination and desire to reach an
accord and satisfaction of all claims arising from Executive’s employment, and her termination of employment, with appropriate releases, in accordance with the
Agreement;

WHEREAS, the Company desires to compensate Executive in accordance with the Agreement for service she has or will provide for the Company;

NOW, THEREFORE, in consideration of the premises and the agreements of the parties set forth in this Release, and other good and valuable consideration
the receipt and sufficiency of which are hereby acknowledged, the parties hereto, intending to be legally bound, hereby covenant and agree as follows:

1.           Claims Released Under This Agreement. In exchange for receiving the severance benefits described in Section 8 or Section 9 of the Agreement and
except as provided in Section 2 below, Executive, on her behalf and anyone claiming through the Executive, hereby agrees not to sue or authorize or allow suit to be
brought against the Company or any of its divisions, subsidiaries, affiliates or other related entities of the above specified entities (whether or not such entities are
wholly owned) or any of the past, present or future directors, officers, administrators, trustees, fiduciaries, employees, agents or attorneys of the Company or any of
such other entities, or the predecessors, successors or assigns of any of them (hereinafter referred to as the “Released Parties”) and hereby voluntarily and irrevocably
waives, releases, dismisses with prejudice, and withdraws all claims, complaints, suits or demands of any kind whatsoever (whether known or unknown) which
Executive ever had, may have, or now has against any of the Released Parties, arising out of or relating to (directly or indirectly) Executive’s employment or the
termination of her employment with the Company, including but not limited to:
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(a)           claims for violations of Title VII of the Civil Rights Act of 1964, as amended, the Civil Rights Act of 1866, the Age Discrimination in
Employment Act of 1967, as amended, the Fair Labor Standards Act, the Civil Rights Act of 1991, the Older Workers’ Benefit Protection Act of 1990, the
Americans With Disabilities Act, the Tennessee Human Rights Act, the Tennessee Employment of the Handicapped Act, the Genetic Information
Nondiscrimination Act, the Equal Pay Act of 1963, as amended, the Family and Medical Leave Act, 42 U.S.C. § 1981, the National Labor Relations Act,
the Labor Management Relations Act, Executive Order 11246, Executive Order 11141, the Rehabilitation Act of 1973, or the Employee Retirement Income
Security Act of 1974, as amended;

(b)           claims for violations of any other federal or state statute or regulation or local ordinance;

(c)           claims for lost or unpaid wages, compensation, or benefits, defamation, intentional or negligent infliction of emotional distress, assault, battery,
wrongful or constructive discharge, negligent hiring, retention or supervision, misrepresentation, conversion, tortious interference, breach of contract, or
breach of fiduciary duty;

(d)           claims to benefits under any bonus, severance, workforce reduction, early retirement, outplacement, or any other similar type plan sponsored by
the Company; or

(e)           any other claims under state law arising in tort or contract.

2.           Claims Not Released Under This Agreement. In signing this Release, Executive is not releasing any claims that may arise under the terms of the
Agreement, that enforce her rights under the Agreement, that arise out of events occurring after the date Executive executes this Release, that arise under any written
non-employment related contractual obligations between the Company or its affiliates and Executive which have not terminated as of the execution date of this
Release by their express terms, that arise under a policy or policies of insurance (including director and officer liability insurance) maintained by the Company or its
affiliates on behalf of Executive, or that relate to any indemnification obligations to Executive under the Company’s bylaws, certificate of incorporation, Tennessee
law or otherwise.  However, Executive understands and acknowledges that nothing herein is intended to or shall be construed to require the Company to institute or
continue in effect any particular plan or benefit sponsored by the Company and the Company hereby reserves the right to amend or terminate any of its benefit
programs at any time in accordance with the procedures set forth in such plans.  Nothing in this Agreement shall prohibit Executive from engaging in protected
activities under applicable law or from communicating, either voluntarily or otherwise, with any governmental agency concerning any potential violation of the
law.  While this Release does not prevent the Executive from filing a Charge of Discrimination with the United States Equal Employment Opportunity Commission,
she hereby waives any claim to damages or personal equitable relief in the event such a Charge is filed by her or on her behalf.

 
2



 

3.           No Assignment of Claim. Executive represents that she has not assigned or transferred, or purported to assign or transfer, any claims or any portion
thereof or interest therein to any party prior to the date of this Release.

4.           No Admission Of Liability. This Release shall not in any way be construed as an admission by the Company or Executive of any improper actions
or liability whatsoever as to one another, and each specifically disclaims any liability to or improper actions against the other or any other person, on the part of itself
or herself, its or her employees or agents.

5.           Voluntary Execution. Executive warrants, represents and agrees that she has been encouraged in writing to seek advice from anyone of her choosing
regarding this Release, including her attorney and accountant or tax advisor prior to her signing it; that this Release represents written notice to do so; that she has
been given the opportunity and sufficient time to seek such advice; and that she fully understands the meaning and contents of this Release.  She further represents
and warrants that she was not coerced, threatened or otherwise forced to sign this Release, and that her signature appearing hereinafter is voluntary and
genuine.  EXECUTIVE UNDERSTANDS THAT SHE MAY TAKE UP TO TWENTY-ONE (21) DAYS TO CONSIDER WHETHER OR NOT SHE
DESIRES TO ENTER INTO THIS RELEASE.

6.           Ability to Revoke Agreement. EXECUTIVE UNDERSTANDS THAT SHE MAY REVOKE THIS RELEASE BY NOTIFYING THE
COMPANY IN WRITING OF SUCH REVOCATION WITHIN SEVEN (7) DAYS OF HER EXECUTION OF THIS RELEASE AND THAT THIS
RELEASE IS NOT EFFECTIVE UNTIL THE EXPIRATION OF SUCH SEVEN (7) DAY PERIOD.  SHE UNDERSTANDS THAT UPON THE
EXPIRATION OF SUCH SEVEN (7) DAY PERIOD THIS RELEASE WILL BE BINDING UPON HER AND HER HEIRS, ADMINISTRATORS,
REPRESENTATIVES, EXECUTORS, SUCCESSORS AND ASSIGNS AND WILL BE IRREVOCABLE.

 ACKNOWLEDGED AND AGREED TO:
   
 "COMPANY"
 Cracker Barrel Old Country Store, Inc.
   
 By:  
 Its:  
 
I UNDERSTAND THAT BY SIGNING THIS RELEASE, I AM GIVING UP RIGHTS I MAY HAVE. I UNDERSTAND THAT I DO NOT HAVE TO SIGN
THIS RELEASE.

“EXECUTIVE”

    
Sandra B. Cochran  Date  

 
3



Exhibit 10.2

AMENDMENT NO. 1 TO
EMPLOYMENT AGREEMENT

This Amendment No. 1 (“Amendment No. 1”) to the Employment Agreement, dated as of October 30, 2008, is made and entered into by and between
Cracker Barrel Old Country Store, Inc., a Tennessee corporation (the "Company"), and Michael A. Woodhouse ("Executive").

WITNESSETH:

WHEREAS, the Company and the Executive are parties to an Employment Agreement dated as of October 30, 2008 (the “Employment Agreement”); and

WHEREAS, the Company and the Executive wish to amend the Employment Agreement to provide that upon its current expiration date of October 31,
2011, the Employment Agreement shall be automatically extended for one year unless one of the parties to the Employment Agreement gives prior notice of that
party's intention not to renew the Employment Agreement at that time;

NOW, THEREFORE, for and in consideration of the premises, the Employment Agreement is amended as follows:

1.           Section 2.1 of the Employment Agreement is amended by deleting "or Section 2.2.2" where it appears in the second sentence thereof and replacing
it with ", Section 2.2.2 or 2.2.3".

2.           Section 2.2.1 of the Employment Agreement is amended by deleting "or 2.2.2" where it appears and replacing it with ", Section 2.2.2 or 2.2.3".

3.           Section 2.2 of the Employment Agreement is amended by adding the following new Section 2.2.3, which shall read in its entirety as follows:

 2.2.3   Automatic One-Year Extension.  The Term shall automatically be extended for a one-year period from and after October 31, 2011 unless either
party gives notice of non-extension to the other no later than ninety (90) days prior to October 31, 2011.

4.           Section 10(a) of the Employment Agreement is amended by adding "or 2.2.3" immediately following "2.2.2" where it appears within the
parenthetical.

 
IN WITNESS THEREOF, the parties hereto have caused this Amendment No. 1 to be duly executed as of the date first above written.

 CRACKER BARREL OLD COUNTRY STORE, INC.
   
 By: /s/ Robert V. Dale
 Name: Robert V. Dale
 Title: Lead Director
   
 /s/ Michael A. Woodhouse
 Michael A. Woodhouse

 
 



EXHIBIT 31.1

CERTIFICATION

I, Michael A. Woodhouse, certify that:

 1. I have reviewed this Quarterly Report on Form 10-Q of Cracker Barrel Old Country Store, Inc.;

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

 3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

 4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

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

 
 (b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

 
 (c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
 (d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most

recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant’s internal control over financial reporting; and

 
 5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting,

to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

 (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

 
 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal

control over financial reporting.
 
Date: March 4, 2011

/s/Michael A. Woodhouse
Michael A. Woodhouse, Chairman and
Chief Executive Officer
 
 

 



 
 
EXHIBIT 31.2

CERTIFICATION

I, Lawrence E. Hyatt, certify that:

 1. I have reviewed this Quarterly Report on Form 10-Q of Cracker Barrel Old Country Store, Inc.;

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

 3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

 4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

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

 
 (b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

 
 (c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
 (d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most

recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant’s internal control over financial reporting; and

 
 5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to

the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

 (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

 
 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal

control over financial reporting.
 
Date: March 4, 2011

/s/Lawrence E. Hyatt
Lawrence E. Hyatt, Senior Vice President and Chief Financial Officer
 
 



Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

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 Quarterly Report of Cracker Barrel Old Country Store, Inc. (the “Issuer”) on Form 10-Q for the fiscal quarter ended January 28, 2011, as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), I, Michael A. Woodhouse, Chairman and Chief Executive Officer of the Issuer,
certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Issuer.
 

Date: March 4, 2011 By: /s/Michael A. Woodhouse
  Michael A. Woodhouse,
  Chairman and Chief Executive Officer
 
 
 

 



 
 
Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
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 Quarterly Report of Cracker Barrel Old Country Store, Inc. (the “Issuer”) on Form 10-Q for the fiscal quarter ended January 28, 2011, as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), I, Lawrence E. Hyatt, Senior Vice President and Chief Financial Officer of the
Issuer, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of  1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Issuer.
 
Date: March 4, 2011 By: /s/Lawrence E. Hyatt
  Lawrence E. Hyatt,
  Senior Vice President and Chief Financial Officer
 
 


