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Including Area Code, of Registrant s Principal Executive Offices)
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The Steak n Shake Company
36 South Pennsylvania Street, Suite 500
Indianapolis, Indiana 46204
Voice: (317) 633-4100
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Copies to:
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Approximate date of commencement of proposed sale of the securities to the public: As soon as practicable after
this Registration Statement becomes effective.

If the securities being registered on this Form are being offered in connection with the formation of a holding
company and there is compliance with General Instruction G, check the following box. o

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
check the following box. o

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
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offering. 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. (Check one):

Large Accelerated Filer o~ Accelerated Filer x Non-Accelerated Filer o Smaller Reporting Company o
If applicable, place an X in the box to designate the appropriate rule provision relied upon in conducting this
transaction:

Exchange Act Rule 13e-4(i) (Cross-Border Issuer Tender Offer) o
Exchange Act Rule 14d-1(d) (Cross-Border Third-Party Tender Offer) 0
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The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its
effective date until the Registrant shall file a further amendment which specifically states that this Registration
Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act or until this
Registration Statement shall become effective on such date as the Securities and Exchange Commission, acting
pursuant to said Section 8(a), may determine.

Duane E. Geigerlinterim Chief Financial OfficerThe Steak n Shake Company36 South Pennsylvania Street4Suite 5(
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The information contained herein is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This document is not an offer
to sell these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not

permitted.

SUBJECT TO COMPLETION, DATED February 25, 2010

PROPOSED MERGER PROXY
STATEMENT/PROSPECTUS

Dear Western Sizzlin Stockholder:

The Steak n Shake Company ( Steak n Shake ) proposes to purchase Western Sizzlin Corporation ( Western Sizzlin ).
This purchase would be accomplished pursuant to an Agreement and Plan of Merger, dated as of October 22, 2009,
which we refer to herein as the merger agreement. The parties to the merger agreement are Steak n Shake, Western
Sizzlin, and Grill Acquisition Corporation, a wholly-owned subsidiary of Steak n Shake ( Merger Sub ). The merger
agreement provides that Merger Sub will be merged with and into Western Sizzlin, with Western Sizzlin continuing as
the surviving entity and all outstanding shares of Western Sizzlin being converted into the right to receive the
purchase price for their shares that is described below. If the merger is completed, Western Sizzlin will cease to be a
publicly traded company and will become a wholly-owned subsidiary of Steak n Shake.

Pursuant to the merger agreement, on October 22, 2009, Western Sizzlin declared a special dividend payable to
Western Sizzlin s stockholders in the form of 1,322,806 shares of Steak n Shake common stock that were beneficially
owned by an investment subsidiary of Western Sizzlin. Each stockholder of Western Sizzlin of record as of November
2, 2009 was entitled to receive this dividend, which was distributed on November 6, 2009. The dividend was paid at
the rate of approximately 0.465 shares of Steak n Shake common stock for each share of Western Sizzlin common
stock outstanding as of November 2, 2009 (fractional share interests were settled by a cash payment). All references to
numbers of shares of Steak n Shake common stock in this paragraph are not retroactively adjusted to give effect to the
1-for-20 reverse split effected by Steak n Shake on December 18, 2009.

Under the terms of the merger agreement, the merger consideration payable by Steak n Shake to Western Sizzlin
stockholders will be in the form of a new issue of 14% redeemable subordinated debentures due 2015 to be issued by
Steak n Shake, which we refer to herein as the debentures, in an aggregate principal amount of $22,959,000. Subject

to stockholder approval and satisfaction or waiver of the other conditions specified in the merger agreement, as
described in the attached proxy statement/prospectus, at the effective time of the merger, each outstanding share of
common stock of Western Sizzlin (other than shares held by Steak n Shake, Merger Sub or Western Sizzlin, or by
Western Sizzlin s stockholders who perfect and do not withdraw their appraisal rights under Delaware law) will be
converted into the right to receive a pro rata portion of the debentures (approximately $8.07 principal amount of
debentures per Western Sizzlin share, based upon the number of shares of Western Sizzlin common stock outstanding
on
February 17, 2010), with cash to be paid in lieu of fractional debenture interests.

PROPOSED MERGER PROXY STATEMENT/PROSPECTUS 5
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The debentures will be unsecured debt obligations of Steak n Shake that are subordinated in right of payment (subject
to certain limitations) to all of its other present and future senior debts and obligations. The debentures will bear
interest at 14% per annum from the date of issuance (which will be the same date as the effective date of the merger),
payable semiannually in cash, with principal and any accrued but unpaid interest to be paid in cash at maturity on the
date that is the fifth anniversary of the date of issuance. Steak n Shake may, at its option, redeem the debentures, in
whole or in part, without premium or penalty, on or after the date that is the first anniversary of the date of issuance
thereof at a redemption price equal to 100% of the principal amount of the debentures to be redeemed, plus any
accrued and unpaid interest to the date of redemption. The indenture governing the debentures contains covenants that
restrict Steak n Shake s ability to declare or pay dividends on its common stock or incur additional indebtedness under

certain circumstances. Steak n Shake applied on January 21, 2010 to list the debentures on the New York Stock
Exchange upon issuance; however, because the debentures will be issued without underwriting in a direct issue
limited to stockholders of Western Sizzlin in a principal amount limited to $22,959,000, no assurance can be made
that any active trading market will develop for the debentures.

The market price of Western Sizzlin common stock will fluctuate before the stockholder meeting. You should obtain
current stock price quotations for Western Sizzlin s common stock. Western Sizzlin s common stock is quoted on the
NASDAQ Capital Market under the symbol WEST. On, 2010, the last trading day before the distribution of the

attached proxy statement/prospectus, the closing price of Western Sizzlin s common stock was $ per share.

We cannot complete the merger unless Western Sizzlin s stockholders adopt the merger agreement and approve the
merger, which we refer to herein as the merger proposal. Western Sizzlin will hold a special meeting of its
stockholders to vote on the merger proposal at the Plaza Club, located at 100 West Houston Street, Ste. 2100, San
Antonio, Texas 78205, on March 22, 2010, at 1:30 p.m., local time. Your vote is important. Regardless of whether
you plan to attend the special meeting, please take the time to vote your shares in accordance with the instructions
contained in the attached proxy statement/prospectus. Failing to vote will have the same effect as voting AGAINST
the merger proposal. You will also have an opportunity to vote to approve the postponement

PROPOSED MERGER PROXY STATEMENT/PROSPECTUS 6
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or adjournment of the special meeting, if necessary or appropriate in the judgment of the Chairman, to solicit
additional proxies in favor of the approval of the merger proposal, referred to herein as the adjournment proposal.

Steak n Shake and Western Sizzlin are affiliated with each other by certain common directors, certain common
executive officers, and certain common shareholders. In addition, at the time of approval of the merger agreement,
Western Sizzlin beneficially owned more than five percent of the outstanding common stock of Steak n Shake. In
recognition of this affiliation and these close relationships, the merger agreement was negotiated between special

committees of the boards of directors of Steak n Shake and of Western Sizzlin, each of which was comprised entirely
of directors who had no relationships with the other party. For a discussion of the special factors that apply to the
merger in light of the close relationships of the parties to the merger and their affiliates and associates, and the
conflicts of interest that may be deemed to result from those relationships, see Special Factors beginning on page 15
of the attached proxy statement/prospectus.

The special committee of Western Sizzlin s board of directors, and, acting in part upon the recommendation of
Western Sizzlin s special committee, the Western Sizzlin board of directors, have recommended that Western
Sizzlin stockholders vote FOR the merger proposal and FOR the adjournment proposal.

The attached proxy statement/prospectus describes the special meeting, the merger proposal, the adjournment
proposal, the debentures to be issued in the merger, and other related matters. Please carefully read this entire proxy
statement/prospectus, including Risk Factors beginning on page 71 and Special Factors beginning on _page 15,
for a discussion of the risks relating to the merger proposal and the debentures and the special factors arising
from the affiliation of Steak n Shake with Western Sizzlin. You also can obtain information about Western Sizzlin
and Steak n Shake from documents that each of us has filed with the Securities and Exchange Commission.

The date of the attached proxy statement/prospectus is , 2010, and it is first being mailed to Western Sizzlin
stockholders on or about , 2010.

NEITHER THE SECURITIES AND EXCHANGE
COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF
THESE SECURITIES OR THE MERGER OR PASSED
UPON THE FAIRNESS OF THE MERGER OR UPON
THE ADEQUACY OR ACCURACY OF THE
DISCLOSURE IN THE ATTACHED PROXY
STATEMENT/PROSPECTUS. ANY REPRESENTATION
TO THE CONTRARY IS A CRIMINAL OFFENSE.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISBION H/
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WESTERN SIZZLIN CORPORATION
401 Albemarle Ave SE
Roanoke, Virginia 24013

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS

To the Stockholders of Western Sizzlin Corporation:

Notice is hereby given that a Special Meeting of Stockholders of Western Sizzlin Corporation, a Delaware corporation
( Western Sizzlin ), will be held on March 22, 2010 at 1:30 p.m., local time, at the Plaza Club, located at 100 West
Houston Street, Ste. 2100, San Antonio, Texas 78205.

Only holders of shares of Western Sizzlin s common stock, par value $0.01 per share, of record at the close of business
on February 17, 2010, may vote at this meeting or at any adjournments or postponements thereof that may take place.
At the meeting, stockholders will be asked:

To consider and vote upon a proposal to adopt the Agreement and Plan of Merger, dated as of October 22, 2009 (as it
may be amended from time to time, the merger agreement ), among The Steak n Shake Company ( Steak n Shake ),
Grill Acquisition Corporation, a wholly-owned subsidiary of Steak n Shake ( Merger Sub ), and Western Sizzlin, a
copy of which is attached as Annex A to the proxy statement/prospectus attached to this notice, and approve the
merger of Merger Sub with and into Western Sizzlin (the merger ), as a result of which Western Sizzlin will be the
surviving corporation in the merger and will be a wholly owned subsidiary of Steak n Shake; pursuant to the merger
agreement, each share of Western Sizzlin s common stock (other than shares held by Steak n Shake, Merger Sub or
Western Sizzlin, or by Western Sizzlin stockholders who perfect and do not withdraw their appraisal rights under
Delaware law) will be cancelled and converted into the right to receive a pro rata portion of a new issue of 14%
redeemable subordinated debentures due 2015 to be issued by Steak n Shake (the debentures ) in the aggregate
principal amount of $22,959,000 (approximately $8.07 principal amount of debentures per Western Sizzlin share,
based upon the number of shares of Western Sizzlin common stock outstanding on February 17, 2010), with cash to
be paid in lieu of fractional debenture interests; and
To approve the adjournment or postponement of the meeting, if necessary or appropriate in the judgment of the
Chairman, to solicit additional proxies if there are an insufficient number of votes at the meeting to approve the
proposal described above.
The attached proxy statement/prospectus provides you with detailed information about the special meeting, the merger
agreement and the merger. You are urged to read the entire document carefully. You may also obtain more
information about Western Sizzlin from documents it has filed with the Securities and Exchange Commission.

A special committee of Western Sizzlin s board of directors comprised entirely of three of Western Sizzlin s directors
who have no relationship to Steak n Shake (the Western Sizzlin special committee ) was established to evaluate the
proposed merger with Steak n Shake, negotiate the price and terms of the merger, and explore alternatives to the
merger. After reviewing and considering the terms and conditions of the merger agreement, on October 22, 2009, the
Western Sizzlin special committee and, acting in part upon the recommendation of the Western Sizzlin special
committee, the Western Sizzlin board of directors unanimously resolved that the terms of the merger agreement and
the merger are fair to, advisable and in the best interest of Western Sizzlin and its stockholders and recommended that
Western Sizzlin s stockholders adopt the merger agreement and approve the merger. In arriving at their

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS 8
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recommendation of the merger agreement and the merger, the Western Sizzlin special committee and the Western
Sizzlin board of directors carefully considered a number of factors which are described in the attached proxy
statement/prospectus.

Each of the Western Sizzlin special committee and the Western Sizzlin board of directors have recommended
that Western Sizzlin stockholders vote FOR the proposal to adopt the merger agreement and approve the
merger and FOR the proposal to adjourn or postpone the meeting, if necessary or appropriate in the judgment
of the Chairman, to permit further solicitation of proxies for the adoption of the merger agreement and the
approval of the merger.

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS 9
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When you consider the recommendation of the Western Sizzlin special committee and the Western Sizzlin board of
directors to adopt the merger agreement and approve the merger, you should be aware that certain of Western Sizzlin s
directors and executive officers may have interests in the merger that are different from, or in addition to, your
interests as stockholders generally and that may present actual or apparent conflicts of interests. Three directors of
Western Sizzlin, Sardar Biglari, Philip L. Cooley and Jonathan Dash, along with John K. H. Linnartz, the managing
member of Mustang Capital Management, LLC, in which Western Sizzlin owns a 51% interest, exercise voting
control over an aggregate of 1,243,319 shares of Western Sizzlin s common stock, or approximately 43.8% of its
currently outstanding common stock, based upon filings made by such persons with the Securities and Exchange
Commission to date, and, at the time the merger agreement was executed, were members of a group, within the
meaning of Section 13(d)(3) of the Exchange Act, along with Western Sizzlin, that beneficially owned an aggregate of
2,753,155 shares of Steak n Shake s common stock, or approximately 9.6% of its then outstanding common stock
(including the 1,322,806 shares owned by an investment subsidiary of Western Sizzlin that were subsequently
distributed to Western Sizzlin s stockholders on November 6, 2009). Additionally, Mr. Biglari, Western Sizzlin s
Chairman and Chief Executive Officer, is also the Chairman and Chief Executive Officer of Steak n Shake and Mr.
Cooley, Vice Chairman of Western Sizzlin s board of directors, is also a director and Vice Chairman of the board of
directors of Steak n Shake. These and other conflicting interests are described under the section of the attached proxy
statement/prospectus entitled Special Factors Interests of Steak n Shake and Western Sizzlin Directors and Executive
Officers in the Merger.

Western Sizzlin s stockholders will have the right to demand appraisal of their shares of Western Sizzlin common
stock and obtain payment in cash for the fair value of such shares, but only if they submit a written demand for an
appraisal before the vote is taken on the merger agreement and comply with the applicable provisions of Delaware
law. A copy of the Delaware statutory provisions relating to appraisal rights is attached as Annex D to the attached
proxy statement/prospectus and a summary of those provisions can be found in the section of the attached proxy
statement/prospectus entitled Appraisal Rights.

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS 10
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YOUR VOTE IS IMPORTANT

We cannot complete the merger unless Western Sizzlin s stockholders adopt the merger agreement and approve the
merger. Regardless of the number of shares you own, your vote is very important. The affirmative vote of the holders
of at least a majority of all of the outstanding shares of Western Sizzlin common stock entitled to vote is required to
adopt the merger agreement and approve the merger. If you fail to vote on the merger agreement and the merger, the

effect will be the same as a vote  AGAINST the adoption of the merger agreement and the approval of the merger.

WE HOPE YOU WILL BE ABLE TO ATTEND THE MEETING, BUT WHETHER OR NOT YOU PLAN TO
ATTEND, PLEASE SUBMIT YOUR PROXY AS PROMPTLY AS POSSIBLE BY MARKING, SIGNING AND
RETURNING THE ENCLOSED PROXY CARD IN THE POSTAGE PAID ENVELOPE PROVIDED.

Voting by proxy will not prevent you from voting your shares in person in the manner described in the attached proxy
statement/prospectus if you subsequently choose to attend the special meeting. You may revoke your proxy at any
time before the meeting. If your shares are held in the name of a bank, broker or other fiduciary, please follow the

instructions on the voting instruction card furnished to you by the record holder. If you hold your shares in street name

through a bank, broker or custodian, you must obtain a legal proxy from such custodian in order to vote in person at
the meeting. You should not send in your certificates representing shares of Western Sizzlin s common stock until you
receive written instructions to do so.

The Western Sizzlin board of directors has chosen the close of business on February 17, 2010 as the record date that
will determine the stockholders who are entitled to receive notice of, and to vote at, the Western Sizzlin special
meeting or at any adjournment or postponement of the meeting. A list of the names of Western Sizzlin stockholders of
record will be available at the meeting and for 10 days prior to the meeting for any purpose germane to the meeting
during regular business hours at the offices of Western Sizzlin; 401 Albemarle Ave SE, Roanoke, Virginia 24013.

BY ORDER OF THE BOARD OF DIRECTORS,

Sardar Biglari
Chairman and Chief Executive Officer

Important Notice Regarding the Availability of Proxy Materials for the Special Meeting of Western
Sizzlin s Stockholders to be Held on March 22, 2010: We are furnishing proxy materials on the Internet in
addition to mailing paper copies of the materials to each stockholder of record. This Notice of Special
Meeting and the attached Proxy Statement/Prospectus are available for viewing, printing and

downloading at: www.western-sizzlin.com/investors/specialmeeting2010.html.

YOUR VOTE IS IMPORTANT 11
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ADDITIONAL INFORMATION

The attached proxy statement/prospectus incorporates important business and financial information about Steak n
Shake from other documents that are not included in or delivered with the proxy statement/prospectus. If you are a
Western Sizzlin stockholder of record as of the record date, you will not receive copies of the documents incorporated
by reference herein, unless you request such documents from Western Sizzlin and Steak n Shake, as described below.
This information is available to you without charge upon your request. You can obtain the documents incorporated by
reference into the proxy statement/prospectus by requesting them in writing or by telephone from the appropriate
company at the following addresses and telephone numbers:

The Steak n Shake Company Western Sizzlin Corporation
175 East Houston Street, Suite 1300 401 Albemarle Ave SE

San Antonio, Texas 78205 Roanoke, Virginia 24013
Attention: Duane Geiger Attention: Robyn B. Mabe
Telephone: (317) 633-4100 Telephone: (540) 345-3195

In addition, if you have questions about the merger or the proxy statement/prospectus, would like additional copies of
the proxy statement/prospectus or the documents incorporated by reference into the proxy statement/prospectus or
need to obtain proxy cards or other information related to the proxy solicitation, you may contact Morrow & Co.,

LLC, Western Sizzlin s proxy solicitor, at the address and telephone number listed below. You will not be charged for

any of these documents that you request.

Morrow & Co., LLC
470 West Avenue "3 Floor
Stamford, CT 06902
Banks and Brokerage Firms, please call (203) 658-9400
Stockholders, please call (800) 607-0088

In order to receive timely delivery of the documents in advance of the special meeting of Western Sizzlin
stockholders, you must request the information no later than March 10, 2010.

For more information, see Other Matters Where You Can Find More Information beginning on page 165.

ADDITIONAL INFORMATION 12



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

TABLE OF CONTENTS

TABLE OF CONTENTS

SUMMARY

Information about the Companies
The Merger

Merger Agreement

Debentures

Western Sizzlin Special Meeting
Risk Factors

Special Factors
Per Share Data
SPECIAL FACTORS

Structure of Merger

Expected Timing of the Merger

No Steak n Shake Stockholder Approval

Merger Expenses. Fees and Costs

Appraisal Rights That May be Available in Connection with the Merger

Background of the Merger

Position of Schedule 13e-3 Filing Persons as to the Fairness of the Merger

Purposes of the Merger for the Schedule 13e-3 Filing Persons

Recommendation of the Western Sizzlin Special Committee: Reasons for. and Effects and Fairness
of. the Merger

Recommendation of the Western Sizzlin Board of Directors: Reasons for. and Effects and Fairness
of. the Merger

Opinion of the Financial Advisor of the Western Sizzlin Special Committee

Recommendation of the Steak n Shake Special Committee: Reasons for. and Effects and Fairness
of. the Merger

Approval of the Steak n Shake Board of Directors: Reasons for. and Effects and Fairness of. the
Merger

Opinion of the Financial Advisor of the Steak n Shake Special Committee

Alternatives to the Merger Considered by the Steak n Shake Special Committee and the Western
Sizzlin Special Committee

Plans for Western Sizzlin After the Merger

Interests of Steak n Shake s and Western Sizzlin s Directors and Executive Officers in the Merger
Completion of the Merger

Governmental and Regulatory Matters

Provisions for Unaffiliated Security Holders

Listing of the Debentures

Exchange Agent

Dividends and Distributions

Material U.S. Federal Income Tax Consequences

Anticipated Accounting Treatment

Sources of Funds: Fees and Expenses

RISK FACTORS

Risk Factors Relating to Steak n Shake and Western Sizzlin

Risk Factors Relating to the Merger

TABLE OF CONTENTS

Nl»—»—»—»—»—»—»—»—»—»—»—l\ol\]|[\)|>—|>—

B RBReEREERELEEEREE

=3

AN
n [~

(A

AR e e 2 2 2 ¥ 2¥ <Y 2 = < 0 < 2

13



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

Risk Factors Relating to the Debentures

Risk Factors Relating to Western Sizzlin s Ownership Structure

Risk Factors Relating to Steak N Shake s and Western Sizzlin s Businesses

QUESTIONS AND ANSWERS ABOUT THE SPECIAL MEETING AND THE MERGER
SELECTED HISTORICAIL CONSOLIDATED FINANCIAL DATA OF STEAK N SHAKE

o0 00 | | |
BRI G

TABLE OF CONTENTS

14



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

TABLE OF CONTENTS

SELECTED HISTORICAL CONSOILIDATED FINANCIAL DATA OF WESTERN SIZZIIN
PRO FORMA CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
CAUTIONARY STATEMENT CONCERNING FORWARD-TL.OOKING INFORMATION
INFORMATION ABOUT THE COMPANIES

The Steak n Shake Company

Western Sizzlin Corporation

Merger Sub

RECENT DEVELOPMENTS

Western Sizzlin Special Dividend

Exercises of All Outstanding Western Sizzlin Stock Options

Intention by Steak n Shake to Acquire Fremont Michigan InsuraCorp. Inc.
Steak n Shake Reverse Stock Split: Cash Payments for Fractional Shares
THE MERGER AGREEMENT

The Merger

The Closing

Effective Time

Special Dividend and Merger Consideration

Treatment of Fractional Debenture Interests

Surrender and Conversion of Shares

Directors and Officers of Western Sizzlin Following the Merger
Representation and Warranties

Conduct of Business Prior to Closing
Conditions to Completion of the Merger
Restrictions on Solicitation of Other Offers
Change in Recommendation

Termination of the Merger Agreement
Effect of Termination

Expenses and Fees

DESCRIPTION OF DEBENTURES
General

Maturity Date: Principal and Interest Payments
Registration and Transfer

Redemption
Modification of the Indenture

Restrictive Covenants
Events of Default

Consolidation. Merger. Sale of Assets and Other Transactions
Satisfaction and Discharge

Subordination of Debentures

Trustee Expenses

Governing Law

Information Concerning the Trustee
THE SPECIAL MEETING

Date. Time and Place

Purpose of the Special Meeting

Western Sizzlin Record Date
uorum

TABLE OF CONTENTS

IS8
NO o IO

—
=3
-

—
=3
-

—
=3
-

—
=3
-

—
-
—

—
-
—

—
-
—

—
-
—

—
-
—

—
O
(NS

—
S
(NS

—
S
(NS

—
O
(NS

—
]
IS}

—
]
IS}

—
]
IS}

,_
]
=

,_
]
=

—
©
o)

—
O
oo

—
-
NO

—
—
-

—
—
—

—
—
[\

—
—
[\

—
—
98]

—
—
98]

—
—
98]

,_
—
N

,_
—
N

—
—
N

—
—
N

—
—
o)}

—
—
N

—
—
o)}

—
—
~J

—
—
o]

—
—
o]

—
—
o]

—
—
NO

—
—
NO

—
—
NO

—
—
NO

—
—
NO



ii

Edgar Filing: STEAK & SHAKE CO - Form S-4/A

Required Votes

Treatment of Abstentions and Broker Non-Votes

—
-

—
-

TABLE OF CONTENTS

16



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

TABLE OF CONTENTS

Attending the Special Meeting In Person
How to Vote: Voting of Proxies
Revocability of Proxies

Solicitation of Proxies

Householding

Adjournments and Postponements

Directors and Executive Officers: Voting Agreements
Who to Call for Assistance

OTHER IMPORTANT INFORMATION REGARDING WESTERN SIZZIIN AND STEAK N
SHAKE

Summary of Western Sizzlin s Business
Management s Discussion and Analysis of Financial Condition and Results of Operations of
Western Sizzlin

Comparison of Stockholder s and Debenture Holder s Rights.
Transactions in Western Sizzlin Common Stock

Security Ownership of Certain Beneficial Owners and Management
Security Ownership of Parent and Merger Sub

Steak n Shake Management

Western Sizzlin Management

Executive Compensation

Certain Transactions with Directors. Executive Officers and Affiliates
Steak n Shake s Ratio of Earnings to Fixed Charges

Western Sizzlin s Ratio of Earnings to Fixed Charges

Western Sizzlin Book Value per Share

APPRAISAL RIGHTS

MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES
THE VOTING AGREEMENTS

MARKET PRICE AND DIVIDEND INFORMATION

OTHER MATTERS

Legal Matters
Experts

Future Stockholder Proposals
Other Matters

Where You Can Find More Information

What Information You Should Rely On

INDEX TO WESTERN SIZZILIN S FINANCIAL STATEMENTS
Annex A _Agreement and Plan of Merger

Annex B Opinion of B. Riley & Co.. LL.C

Annex C__Opinion of Duff & Phelps. LL.C

Annex D Section 262 of the Delaware General Corporation Law
Annex E__Form of Voting Agreement

Annex F_Form of Indenture. including form of Debenture

iii

—
-

—
(N3
-]

—
(N
—

—
(N
—

—
(N
[\

—
(N
[\

—
(N
(O8]

—
(N
(O8]

,_
&)
=~

,_‘
|~

—
e}
]

,_‘
N
I~

._
1~
(n

._
1~
[~

._
1~
oo

._
1~
oo

._
1
\O

—
(N
—

,_‘
n
N

—
(N
N

—
(N
N

—
(N
N

—
(N
N

—
(o)
-

—
N
8]

,_‘
N
N

—
N
N

—
N
N

—
N
N

—
N
N

p—
N
N

p—
N
N

p—
@)
[~

sl
—

>

lve}

!

W)

T

sl
—

TABLE OF CONTENTS



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

TABLE OF CONTENTS

SUMMARY

The following summary, together with the section of the proxy statement/prospectus entitled Questions and Answers
About the Special Meeting and the Merger, highlight selected information contained in this proxy
statement/prospectus. It may not contain all of the information that might be important in your consideration of the
merger agreement and the proposed merger. We encourage you to read carefully this proxy statement/prospectus and
the documents we have incorporated by reference into this proxy statement/prospectus in their entirety before voting.
See Other Matters Where You Can Find More Information.

In this proxy statement/prospectus, the term Western Sizzlin refers to Western Sizzlin Corporation, the term  Steak n
Shake refers to The Steak n Shake Company, the term Merger Sub refers to Grill Acquisition Corporation, a
wholly-owned subsidiary of Steak n Shake, the term merger agreement refers to that certain Agreement and Plan of
Merger, dated as of October 22, 2009, as it may be amended from time to time, among Steak n Shake, Merger Sub,
and Western Sizzlin, a copy of which is attached as Annex A to the proxy statement/prospectus, the term merger refers
to the merger of Merger Sub with and into Western Sizzlin pursuant to the Merger Agreement, and the term
debentures refers to the new issue of 14% redeemable subordinated debentures to be issued by Steak n Shake in the
merger. Where appropriate, we have set forth a section and page reference directing you to a more complete
description of the topics described in this summary.

Information about the Companies

The Steak n Shake Company (Page 100)

Steak n Shake, an Indiana corporation, is a holding company. Its primary restaurant operation is conducted through
Steak n Shake Operations Inc. The Steak n Shake restaurant chain, founded in 1934, is a classic American brand
serving premium burgers and milk shakes through its chain of 485 restaurants.

Steak n Shake s common stock, par value $0.50 per share, is listed on the New York Stock Exchange under the symbol
SNS. The principal executive offices of Steak n Shake are located at 175 East Houston Street, Suite 1300, San
Antonio, Texas 78205, and its telephone number is (317) 633-4100.

Additional information about Steak n Shake is included in documents incorporated by reference into this proxy
statement/prospectus. See Other Matters Where You Can Find More Information. See also Recent Developments.

Western Sizzlin Corporation (Page 100)

Western Sizzlin, a Delaware corporation, is a holding company owning subsidiaries engaged in number of diverse
business activities. Western Sizzlin s primary business activities are conducted through Western Sizzlin Franchise
Corporation and Western Sizzlin Stores, Inc., which franchise and operate 101 restaurants in 19 states. Western
Sizzlin currently operates and/or franchises the following brands: Western Sizzlin, =~ Western Sizzlin Wood Grill, = Great
American Steak & Buffet, and Quincy Steakhouses.

Western Sizzlin s common stock, par value $0.01 per share, is listed on the NASDAQ Capital Market under the

symbol WEST. The principal executive offices of Western Sizzlin are located at 401 Albemarle Ave SE, Roanoke,
Virginia 24013, and its telephone number is (540) 345-3195.

Information about the Companies 18
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Additional information about Western Sizzlin is included in this proxy statement/prospectus, including under Other
Important Information Regarding Western Sizzlin, Steak n Shake and the Merger Summary of Western Sizzlin s
Business,  Other Important Information Regarding Western Sizzlin, Steak n Shake and the Merger Management s

Discussion and Analysis of Financial Condition and Results of Operations of Western Sizzlin and Recent
Developments. See also Other Matters Where You Can Find More Information.

Merger Sub (Page 100)

Grill Acquisition Corporation, which we sometimes refer to as Merger Sub, is a Delaware corporation and a direct
wholly-owned subsidiary of Steak n Shake. Merger Sub was formed solely for the purpose of consummating the
merger. Merger Sub has not carried on any activities to date, except for activities incidental

Western Sizzlin Corporation (Page 100) 19
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to its formation and activities undertaken in connection with the transactions contemplated by the merger agreement.
The principal executive offices of Merger Sub are located at 36 South Pennsylvania Street, Suite 500, Indianapolis,
Indiana 46204, and its telephone number is (317) 633-4100.

The Merger

Western Sizzlin s stockholders are being asked to consider and vote on a proposal to adopt the merger agreement
entered into on October 22, 2009, among Steak n Shake, Western Sizzlin and Merger Sub. Subject to the terms and
conditions of the merger agreement, Merger Sub will be merged with and into Western Sizzlin, with Western Sizzlin
continuing as the surviving corporation. As a result of the merger, if completed, Steak n Shake will own all of Western
Sizzlin s common stock, you will no longer have an equity interest in Western Sizzlin s future earnings or growth,

Western Sizzlin will cease to be a publicly traded company, and Western Sizzlin may no longer be required to file
periodic reports with the Securities and Exchange Commission which we refer to as the SEC .

Merger Consideration and Special Dividend (Page 103)

Subject to stockholder approval and satisfaction or waiver of the other conditions specified in the merger agreement,
at the effective time of the merger, each outstanding share of common stock of Western Sizzlin (other than shares held
by Steak n Shake, Merger Sub or Western Sizzlin, or by Western Sizzlin stockholders who perfect and do not
withdraw their appraisal rights under Delaware law) will be converted into the right to receive a pro rata portion of a
new issue of 14% redeemable subordinated debentures due 2015 to be issued by Steak n Shake, which we refer to
herein as the debentures, in the aggregate principal amount of $22,959,000 (approximately $8.07 principal amount of
debentures per Western Sizzlin share, based upon the number of shares of Western Sizzlin common stock outstanding
on February 17, 2010) with cash to be paid in lieu of fractional debenture interests.

Pursuant to the terms of the merger agreement, on October 22, 2009 Western Sizzlin declared a special dividend
payable to Western Sizzlin s stockholders in the form of 1,322,806 shares of Steak n Shake common stock that was
beneficially owned by an investment subsidiary of Western Sizzlin. Each stockholder of Western Sizzlin of record as
of November 2, 2009 was entitled to receive this dividend which was distributed on November 6, 2009. The dividend
was paid at the rate of approximately 0.465 shares of Steak n Shake common stock for each share of the Western
Sizzlin common stock outstanding as of November 2, 2009 (fractional share interests were settled by a cash payment).
All references to numbers of shares of Steak n Shake common stock in this paragraph are not retroactively adjusted to
give effect to the 1-for-20 reverse split effected by Steak n Shake on December 18, 2009.

Expected Timing of the Merger (Page 15)
Steak n Shake and Western Sizzlin currently expect to complete the merger in the first calendar quarter of 2010,

subject to receipt of Western Sizzlin stockholder approval and the satisfaction or waiver of other closing conditions.
However, no assurance can be given as to when, or if, the merger will occur.

Appraisal Rights (Page 156)

Under Delaware law, stockholders of Western Sizzlin have dissenters rights or rights to an appraisal of the value of
their shares in connection with the merger. Please see Appraisal Rights.

The Merger 20
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No Steak n Shake Shareholder Approval (Page 15)

Steak n Shake shareholders are not required to adopt the merger agreement or approve the merger or the issuance of
debentures in connection with the merger.

Board of Directors of Steak n Shake and Western Sizzlin Following
Completion of the Merger (Page 148)

There are no changes to the composition of the Steak n Shake board of directors currently contemplated in connection
with the merger. The directors of Merger Sub immediately prior to the effective time of the merger and such others as
Steak n Shake shall have designated, if any, will be the directors of Western Sizzlin from and after the effective time
of the merger. Information about the current Steak n Shake directors and executive officers can be found under Other
Important Information Regarding Western Sizzlin, Steak n Shake and the Merger Steak n Shake Management.

No Steak n Shake Shareholder Approval (Page 15) 21
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Anticipated Accounting Treatment (Page 69)

The merger will be accounted for under the acquisition method of accounting. Under the acquisition method, the
purchase price will be allocated to identifiable assets and assumed liabilities based on their fair values. Any excess
will be accounted for as goodwill. Intangible assets with definite lives will be amortized over their estimated useful
lives. Goodwill and intangible assets determined to have indefinite lives will not be amortized, but will be tested for

impairment at least annually (more frequently if certain indicators are present). In the event that management of Steak

n Shake determines that the value of goodwill or intangible assets has become impaired, an impairment charge will be

recorded in the fiscal quarter in which such determination is made. Also, costs related to the merger will be expensed
during the period in which they are incurred.

Material United States Federal Income Tax Consequences (Page 160)

The exchange of Western Sizzlin common stock for debentures (and/or cash in lieu of fractional interests in
debentures) in the merger will be a taxable transaction for United States federal income tax purposes for those holders
of Western Sizzlin common stock who are United States citizens or otherwise described as U.S. holders by the
discussion of tax consequences included elsewhere in this document. Generally, and subject to certain exceptions, a
U.S. holder whose Western Sizzlin common stock is converted into the right to receive debentures and/or cash in the
merger will recognize capital gain or loss for U.S. federal income tax purposes equal to the difference, if any, between
(x) the sum of (1) fair market value of the debentures received by such holder in the merger, and (2) the amount of
cash received by such holder in the merger, and (y) the U.S. holder s adjusted tax basis in such Western Sizzlin
common stock. For holders of Western Sizzlin common stock other than U.S. holders, the exchange of Western
Sizzlin common stock for debentures (and/or cash in lieu of fractional interests in debentures) in the merger by a
non-U.S. holder generally will not be subject to U.S. federal income tax unless the gain is effectively connected with a
trade or business of the non-U.S. holder in the United States (and, if required by an applicable income tax treaty, is
attributable to a U.S. permanent establishment of the non-U.S. holder); or the non-U.S. holder is present in the United
States for 183 days or more in the taxable year of the exchange and certain other conditions are met. See Material U.S.
Federal Income Tax Consequences for a summary of the material U.S. federal income tax consequences of the merger
and of the material U.S. federal income tax consequences to non-U.S. holders of holding and disposing of debentures
received pursuant to the merger. Because individual circumstances may differ, each stockholder should consult the
stockholder s tax advisor regarding the applicability of the rules discussed in this proxy statement/prospectus to the
stockholder and the particular tax effects to the stockholder of the merger and the holding or disposing of debentures
in light of such stockholder s particular circumstances, the application of state, local and foreign tax laws, and, if
applicable, the tax consequences of the transactions described in this proxy statement/prospectus relating to equity
compensation and benefit plans.

Recommendation of the Western Sizzlin Special Committee and Board of
Directors (Pages 29 and 36)

A special committee of Western Sizzlin s board of directors comprised entirely of three of Western Sizzlin s
independent directors, which we sometimes refer to herein as the Western Sizzlin special committee, was established
to evaluate the proposed merger with Steak n Shake, negotiate the price and terms of the merger, and explore
alternatives to the merger. After reviewing and considering the terms and conditions of the merger agreement, on
October 22, 2009, the Western Sizzlin special committee and, acting in part upon the recommendation of the Western
Sizzlin special committee, the Western Sizzlin board of directors unanimously resolved that the terms of the merger
agreement and the merger are fair to, advisable and in the best interest of Western Sizzlin and its stockholders and
recommended that Western Sizzlin stockholders adopt the merger agreement and approve the merger. In arriving at

Board of Directors of Steak n Shake and Western Sizzlin FollowingCompletion of the Merger (Page 148) 22



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

their recommendation of the merger agreement and the merger, the Western Sizzlin special committee and the
Western Sizzlin board of directors carefully considered a number of factors which are described in this proxy
statement/prospectus. Each of the Western Sizzlin special committee and the Western Sizzlin board of directors
recommend that Western Sizzlin stockholders vote FOR the proposal to adopt the merger agreement and
approve the merger and FOR the proposal to adjourn the meeting, if necessary or appropriate in the judgment
of the Chairman, to permit further solicitation of proxies for the adoption of the merger agreement and
approval of the merger.

Recommendation of the Western Sizzlin Special Committee and Board ofDirectors (Pages 29 and 36) 23
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When you consider the recommendation of the Western Sizzlin special committee and the Western Sizzlin board of
directors to approve the merger agreement and the merger, you should be aware that certain of Western Sizzlin s
directors and executive officers may have interests in the merger that are different from, or in addition to, your
interests as stockholders generally and that may present actual or apparent conflicts of interests. Three directors of
Western Sizzlin, Sardar Biglari, Philip L. Cooley and Jonathan Dash, along with John K. H. Linnartz, the managing
member of Mustang Capital Management, LLC, in which Western Sizzlin owns a 51% interest, exercise voting
control over an aggregate of 1,243,319 shares of Western Sizzlin s common stock, or approximately 43.8% of its
currently outstanding common stock, based upon filings made by such persons with the SEC to date, and, at the time
the merger agreement was executed, were members of a group, within the meaning of Section 13(d)(3) of the
Securities Exchange Act of 1934, as amended, which we refer to herein as the Exchange Act. The group, along with
Western Sizzlin, beneficially owned at the time the merger agreement was executed, an aggregate of 2,753,155 shares
of Steak n Shake s common stock, or approximately 9.6% of its then outstanding common stock (including the
1,322,806 shares owned by an investment subsidiary of Western Sizzlin that were subsequently distributed to Western
Sizzlin s stockholders on November 6, 2009). Additionally, Mr. Biglari, Western Sizzlin s Chairman, President and
Chief Executive Officer, is also the Chairman, President and Chief Executive Officer of Steak n Shake and Mr.
Cooley, Vice Chairman of Western Sizzlin s board of directors, is also Vice Chairman of the board of directors of
Steak n Shake. These and other conflicting interests are described below in Special Factors Interests of Steak n Shake
and Western Sizzlin Directors and Executive Officers in the Merger.

Western Sizzlin s Reasons for the Merger (Pages 29 and 36)

In the course of reaching its decisions, and making its recommendation, in respect of the merger, the Western Sizzlin

special committee consulted its legal and financial advisors and considered a wide range of factors in its deliberations.
In the course of reaching its decision in respect of the merger, the Western Sizzlin board of directors considered,

among other things, the unanimous recommendation of the Western Sizzlin special committee. Each of the Western
Sizzlin special committee and the Western Sizzlin board of directors authorized and approved the merger based on the

totality of the information presented to it and considered by it. See Special Factors Recommendation of the Western
Sizzlin Special Committee; Reasons for, and Effects and Fairness of, the Merger and Special Factors Approval of the
Western Sizzlin Board of Directors; Reasons for, and Effects and Fairness of, the Merger, which are not intended to be

exhaustive.

Opinion of the Financial Advisor of the Western Sizzlin Special Committee
(Page 37)

On October 22, 2009, B. Riley & Co., LLC, which we refer to herein as B. Riley, rendered its oral opinion to the
Western Sizzlin special committee, which was subsequently confirmed in writing, that, as of the date of the opinion
and based upon and subject to the factors and assumptions set forth in the opinion, the merger consideration to be
received by Western Sizzlin s stockholders (other than Steak n Shake, Merger Sub or Western Sizzlin, or Western
Sizzlin stockholders who perfect and do not withdraw their appraisal rights under Delaware law) in the merger, after
giving effect to the pro rata distribution of the 1,322,806 shares of Steak n Shake common stock that were beneficially
owned by an investment subsidiary of Western Sizzlin, in the aggregate, is fair to Western Sizzlin s stockholders from
a financial standpoint. The full text of the written opinion of B. Riley, which sets forth the assumptions made,
procedures followed, matters considered and limitations on the review undertaken in connection with the opinion, is
included as Annex B to this proxy statement/prospectus and is incorporated herein by reference. We encourage you to
read B. Riley s opinion, and the section entitled Special Factors Opinion of the Financial Advisor of the Western
Sizzlin Special Committee below, carefully and in their entirety. B. Riley provided its opinion to the Western Sizzlin
special committee in connection with their consideration of the merger. B. Riley s opinion is not a recommendation as

Western Sizzlin s Reasons for the Merger (Pages 29 and 36) 24
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to how any holder of Western Sizzlin common stock should vote with respect to the merger agreement, the merger or
any other matter. Pursuant to the terms of the engagement letter with Western Sizzlin s special committee, B. Riley
was paid a $50,000 initial retainer for its financial advisory services and was paid a fee of $150,000 for rendering its
Opinion on October 22, 2009. If the merger is completed, B. Riley will be paid an additional amount equal to
approximately $100,000 for its financial advisory services.

Opinion of the Financial Advisor of the Western Sizzlin Special Committee(Page 37) 25
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Steak n Shake s Reasons for the Merger (Pages 55 and 58)

On October 21, 2009, a special committee of the Steak n Shake board of directors (composed entirely of three
directors with no relationship to Western Sizzlin), and the Steak n Shake board of directors (acting in part upon the
recommendation of the Steak n Shake special committee), unanimously approved the merger agreement. In the course
of reaching its decision, and making its recommendations, in respect of the merger, the Steak n Shake special
committee consulted its legal, financial and other advisors and considered a wide range of factors, including (1) the
financial presentation of Duff & Phelps, LLC, which we refer to as Duff & Phelps, that was prepared for the Steak n
Shake special committee, as well as the oral opinion received by the Steak n Shake special committee from Duff &
Phelps, subsequently delivered to the Steak n Shake special committee in writing dated October 21, 2009, to the effect
that as of the date thereof, the merger consideration to be provided to Western Sizzlin stockholders was fair, from a
financial point of view, to the public shareholders of Steak n Shake, and (2) those additional factors described under
Special Factors Recommendation of the Steak n Shake Special Committee; Reasons for, and Effects and Fairness of,
the Merger, which is not intended to be exhaustive. In the course of reaching its decision approving the merger, the
Steak n Shake board of directors considered, among other factors, the unanimous recommendation of the Steak n
Shake special committee and other factors. See Special Factors Recommendation of the Steak n Shake Board of
Directors; Reasons for, and Effects and Fairness of, the Merger. Each of the Steak n Shake special committee and the
Steak n Shake board of directors authorized and approved the merger based on the totality of the information
presented to it and considered by it.

Opinion of the Financial Advisor of the Steak n Shake Special Committee
(Page 58)

In connection with the merger, Duff & Phelps delivered its written opinion, on October 21, 2009, to the Steak n Shake
special committee to the effect that, as of October 21, 2009, the consideration to be paid by Steak n Shake in the
merger was fair, from a financial point of view, to the public shareholders of Steak n Shake (other than Mr. Sardar
Biglari, Mr. Philip Cooley and their affiliates and associates).

The full text of Duff & Phelps s written opinion, which sets forth the assumptions made, procedures followed, factors
considered and qualifications and limitations on the review undertaken by Duff & Phelps in connection with its
opinion, is attached to this proxy statement/prospectus as Annex C and is incorporated into this proxy
statement/prospectus by reference. We encourage you to read Duff & Phelps s opinion, and the section entitled Special
Factors Opinion of the Financial Advisor of the Steak n Shake Special Committee below, carefully and in their
entirety. Duff & Phelps s opinion was directed to the Steak n Shake special committee for the information and
assistance of the Steak n Shake special committee in connection with its evaluation of the merger and only addressed
the fairness to the public shareholders of Steak n Shake (other than Mr. Sardar Biglari, Mr. Philip Cooley and their
affiliates and associates), from a financial point of view, of the merger consideration to be paid by Steak n Shake in
the merger as of the date of the opinion. Duff & Phelps s opinion did not address any other aspect of the merger and
was not intended to and does not constitute a recommendation to any holder of Western Sizzlin common shares as to
how such holder should vote or act with respect to the merger or any matter relating thereto. In connection with Duff
& Phelps s services as financial advisor to the Steak n Shake special committee in connection with the merger, the
Steak n Shake special committee agreed that Steak n Shake would pay Duff & Phelps an aggregate fee of $375,000,
no portion of which is contingent on the consummation of the merger.

Steak n Shake s Reasons for the Merger (Pages 55 and 58) 26
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Interests of Western Sizzlin Directors and Executive Officers in the Merger
(Page 66)

In considering the recommendations of the Western Sizzlin special committee and the Western Sizzlin board of
directors that Western Sizzlin s stockholders vote FOR the proposals to approve and adopt, as the case may be, the
merger agreement, the merger and a postponement or adjournment of the Western Sizzlin special meeting to solicit
additional proxies, if necessary or appropriate in the judgment of the Chairman, Western Sizzlin stockholders should
be aware that certain of Western Sizzlin s directors and executive officers may have interests in the merger that are
different from, or in addition to, your interests as Western Sizzlin stockholders generally and that may present actual
or apparent conflicts of interests, including:

Three directors of Western Sizzlin, Sardar Biglari, Philip L. Cooley and Jonathan Dash, along with John K. H.
Linnartz, the managing member of Mustang Capital Management, LLC, in which Western Sizzlin owns a 51%
interest, exercise voting control over an aggregate of 1,243,319 shares

5
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of Western Sizzlin s common stock, or approximately 43.8% of its currently outstanding common stock, based upon
filings made by such persons with the SEC to date, and, at the time the merger agreement was executed, were
members of a group, within the meaning of Section 13(d)(3) of the Exchange Act, along with Western Sizzlin, that
beneficially owned, at the time the merger agreement was executed, an aggregate of 2,753,155 shares of Steak n
Shake s common stock, or approximately 9.6% of its then outstanding common stock (including the 1,322,806 shares
owned by an investment subsidiary of Western Sizzlin that were subsequently distributed to Western Sizzlin s
stockholders on November 6, 2009);
Mr. Biglari, Western Sizzlin s Chairman, President, and Chief Executive Officer, is also Chairman, President, and
Chief Executive Officer of Steak n Shake and Mr. Cooley, Vice Chairman of Western Sizzlin s board of directors, is
also Vice Chairman of the board of directors of Steak n Shake;
Western Sizzlin s officers will continue to serve as officers of the surviving corporation after the merger is effective, as
discussed in The Merger Agreement Directors and Officers of Western Sizzlin Following the Merger;
certain of Western Sizzlin s executive officers may be eligible to receive enhanced severance rights under
their employment agreements if their employment is terminated as a result of the merger; and
continued indemnification of Western Sizzlin s directors and officers and directors and officers liability insurance
coverage is to be provided by Steak n Shake and the surviving corporation for at least six years following the effective
time of the merger.
The special committee of the Western Sizzlin board of directors was aware of these differing interests and potential
conflicts and considered them, among other matters, in evaluating and negotiating the merger agreement with the
Steak n Shake special committee and in recommending that Western Sizzlin s board of directors and Western Sizzlin s
stockholders approve and adopt, as the case may be, the proposals to be voted upon at the Western Sizzlin special
meeting. These and other conflicting interests are described under the section of this proxy statement/prospectus
entitled Special Factors Interests of Steak n Shake and Western Sizzlin Directors and Executive Officers in the
Merger.

Interests of Steak n Shake Directors and Executive Officers in the Merger
(Page 67)

In considering the recommendations of the Steak n Shake special committee that Steak n Shake s board of directors
approve the merger, the Steak n Shake board of directors was aware that Sardar Biglari, Chairman, President and
Chief Executive Officer of Steak n Shake, and Philip L. Cooley, Vice Chairman of the board of directors of Steak n
Shake, have interests in the merger that may be different from, and/or in addition to, the interests of Steak n Shake

stockholders generally, including:

Mr. Biglari is also Chairman, President, and Chief Executive Officer of Western Sizzlin and beneficially
owns through private investment funds approximately 33% of the common stock of Western Sizzlin, and
Mr. Cooley is also vice chairman of Western Sizzlin and beneficially owns common stock of Western
Sizzlin representing less than one percent of its outstanding common stock.
Mr. Biglari and Mr. Cooley are also members of a group, within the meaning of Section 13(d)(3) of the Exchange
Act, that owned, as of the date of the merger agreement, an aggregate of 2,753,155 shares of Steak n Shake s common
stock, or approximately 9.6% of its then outstanding common stock (including the 1,322,806 shares owned by an
investment subsidiary of Western Sizzlin that were subsequently distributed to Western Sizzlin s stockholders on
November 6, 2009), which group included, at the time the merger agreement was executed, among others, Western
Sizzlin director and stockholder Jonathan Dash along with John K. H. Linnartz, the managing member of Mustang
Capital Management, LLC, in which Western Sizzlin owns a 51% interest.
The Steak n Shake special committee was aware of and considered these differing interests and potential conflicts,
among other matters, in evaluating and negotiating the merger agreement with the Western Sizzlin special committee

Interests of Steak n Shake Directors and Executive Officers in the Merger (Page 67) 28
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and in recommending that Steak n Shake s board of directors approve and adopt the merger
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agreement and the merger. These and other conflicting interests are described under the section of this proxy
statement/prospectus entitled Special Factors Interests of Steak n Shake and Western Sizzlin Directors and Executive
Officers in the Merger.

Position of the Schedule 13e-3 Filing Persons as to the Fairness of the Merger
Agreement and the Merger (Page 28)

Under the rules of the Exchange Act and the SEC regulations promulgated thereunder governing going-private
transactions, Western Sizzlin, Steak n Shake, Merger Sub, Sardar Biglari and Philip L. Cooley, which we refer to,
collectively, as the Schedule 13e-3 Filing Persons, are engaged ina going private transaction. Accordingly, the
applicable rules of the Exchange Act and the SEC regulations promulgated thereunder require the Schedule 13e-3
Filing Persons to express their beliefs as to the substantive and procedural fairness of the merger to Western Sizzlin s
unaffiliated stockholders.

The interests of Western Sizzlin s unaffiliated stockholders were represented by the special committee comprised of
independent and disinterested Western Sizzlin s directors, which had the exclusive authority to review, evaluate and
negotiate the terms and conditions of the merger agreement on Western Sizzlin s behalf, with the assistance of the
Western Sizzlin special committee s independent financial and legal advisors. Accordingly, the Schedule 13e-3 Filing
Persons relied upon the Western Sizzlin special committee to evaluate the merger and to engage a financial advisor for
the purpose of reviewing and evaluating the merits of the proposed merger from Western Sizzlin s stockholders
viewpoint. On the basis of the beliefs of the Western Sizzlin special committee, the Schedule 13e-3 Filing Persons
believe that (a) the merger consideration is substantively fair to the unaffiliated Western Sizzlin stockholders and (b)
the merger is procedurally fair to Western Sizzlin s unaffiliated stockholders on the basis of the factors described under

Recommendation of the Western Sizzlin Special Committee; Reasons for, and Effects and Fairness of, the Merger
and Recommendation of the Western Sizzlin Board of Directors; Reasons for, and Effects and Fairness of, the
Merger. The Schedule 13e-3 Filing Persons agree with and expressly adopt the analyses and conclusions of each of
the Western Sizzlin special committee, the Western Sizzlin board of directors and B. Riley, as expressed in its opinion
to the Western Sizzlin special committee, which they also expressly adopt, based upon the reasonableness of those
analyses and conclusions, with respect to the fairness of the merger to such unaffiliated stockholders.

Governmental and Regulatory Matters (Page 68)

Steak n Shake and Western Sizzlin have agreed to use their respective reasonable best efforts to obtain as promptly as
practicable all governmental or regulatory approvals or consents that may be required to complete the transactions
contemplated in the merger agreement. Neither Steak n Shake nor Western Sizzlin is aware of any material
governmental or regulatory approval required for completion of the merger, other than the effectiveness of the
registration statement of which this joint proxy statement/prospectus is a part, compliance with applicable corporate

law of Delaware and compliance with applicable state blue sky laws.

The Rights of Western Sizzlin Stockholders Will Change as a Result of the
Merger (Page 144)

There are material differences between the rights of a holder of Western Sizzlin s common shares and the rights a
holder of the debentures will have upon completion of the merger. This proxy statement/prospectus contains a
summary description of rights under each of the Western Sizzlin common stock and Steak n Shake debentures and
describes the material differences between them. See Other Important Information Regarding Western Sizzlin, Steak n

Position of the Schedule 13e-3 Filing Persons as to the Fairness of the Merger Agreement and the MergeB@Page 2
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Merger Agreement

The merger agreement is attached as Annex A to this proxy statement/prospectus. You are urged to read the merger
agreement in its entirety because it, and not this proxy statement/prospectus, is the legal document that governs the
merger.

Conditions to the Merger (Page 108)

The obligations of Western Sizzlin, Merger Sub and Steak n Shake to complete the merger are subject to the
satisfaction or waiver of a number of conditions set forth in the merger agreement. See the section entitled The Merger
Agreement Conditions to Completion of the Merger.
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Restrictions on Solicitation of Other Offers (Page 109)

The merger agreement contains certain restrictions on Western Sizzlin s ability to solicit offers for a proposed
alternative transaction with a third party, and Western Sizzlin is now precluded from actively soliciting any additional
interest from any third party. Western Sizzlin s financial advisor did not engage in any additional solicitation of offers

for alternative transactions in light of the fact that it had not received any indications of interest from third parties
during its pre-signing market check, and neither Western Sizzlin nor its financial advisor received any indications of
interest or offers from third parties during the 30 day post-signing go-shop period provided under the merger
agreement, which ended on November 21, 2009. The Western Sizzlin special committee, however, may respond to
unsolicited Acquisition Proposals (as defined in the merger agreement and described in this proxy
statement/prospectus) that are reasonably likely to constitute or lead to a Superior Proposal, subject to the specified
conditions described under The Merger Agreement  Restrictions on Solicitation of Other Offers.

Change in Recommendation (Page 110)

The merger agreement contains provisions restricting the Western Sizzlin special committee and board of directors
from changing their recommendations in connection with the merger in any manner adverse to Steak n Shake. The
Western Sizzlin special committee may, however, make such an adverse recommendation change if, among other
things, Western Sizzlin has received a Superior Proposal that has not been withdrawn or abandoned and, subject to the

payment of a termination fee of $1,250,000 (or $837,500 under certain circumstances), may terminate the merger
agreement in order to enter into a definitive agreement with respect to the Superior Proposal. Prior to making any
change of recommendation with respect to any such Superior Proposal, Western Sizzlin is required to comply with
certain terms of the merger agreement described under The Merger Agreement Change in Recommendation.

Termination of the Merger Agreement (Page 111)

Western Sizzlin and Steak n Shake, acting through their respective special committees, may jointly agree to terminate
the merger agreement at any time without completing the merger, even after approval by the Western Sizzlin
stockholders of the merger agreement and the merger. In addition, the merger agreement may be terminated at any
time prior to the effective time of the merger, whether before or after stockholder approval has been obtained, under

circumstances as described under The Merger Agreement Termination of the Merger Agreement.

Termination Fees; Expense Reimbursement (Page 112)

Under certain specified circumstances set forth in the merger agreement and discussed herein, Western Sizzlin has
agreed to pay to Steak n Shake, a non-refundable termination fee of $1,250,000 (or $837,500 under if the merger
agreement is terminated under certain circumstances) or to reimburse Steak n Shake up to a maximum of $1 million
for all reasonable out-of-pocket fees and expenses incurred in connection with the merger agreement. In addition,
Steak n Shake will be required to pay a termination fee of $500,000 if Western Sizzlin terminates the merger

agreement under specified circumstances. See the section entitled The Merger Agreement Expenses and Fees.

Dividends and Distributions (Page 68)

Under the terms of the merger agreement, prior to the closing of the merger, Western Sizzlin is prohibited from
declaring or paying any cash dividend or other distribution to Western Sizzlin stockholders, except for the special
dividend payable in kind to Western Sizzlin s stockholders of the shares of Steak n Shake common stock that were
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beneficially owned by an investment subsidiary of Western Sizzlin as of the date of the merger agreement and that
were distributed by Western Sizzlin to its stockholders on November 6, 2009. The terms of the merger agreement
prohibit Steak n Shake from declaring or paying dividends or distributions to Steak n Shake s stockholders, where such
action would reasonably be expected to constitute a breach of the covenants applicable to Steak n Shake set forth in
the indenture, if the indenture were effective as of the date of the merger agreement.
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Debentures

At the effective time of the merger, subject to approval by Western Sizzlin s stockholders and the satisfaction or
waiver of certain other conditions set forth in the merger agreement, each share of Western Sizzlin s common stock
(other than shares held by Steak n Shake, Merger Sub or Western Sizzlin, or by Western Sizzlin stockholders who

perfect and do not withdraw their appraisal rights under Delaware law) will be cancelled and converted into the right
to receive a pro rata portion of a new issue of 14% redeemable subordinated debentures due 2015 to be issued by
Steak n Shake in the aggregate principal amount of $22,959,000 (approximately $8.07 principal amount of debentures
per Western Sizzlin share, based upon the number of shares of Western Sizzlin common stock outstanding on
February 17, 2010), with cash to be paid in lieu of fractional debenture interests.

Indenture (Page 113)

Steak n Shake will issue the debentures under an indenture between it and Wells Fargo Bank, National Association, as
trustee, which we sometimes refer to herein as the indenture. A copy of the indenture is attached hereto as Annex F.
The indenture includes the protective provisions that are required to be included in a trust indenture qualified under

the Trust Indenture Act of 1939, as amended.

Maturity Date; Principal and Interest Payments (Page 113)

The debentures will bear interest on the principal amount of the debentures at the rate per annum of fourteen percent
(14%), which will accrue from the date on which the debentures are issued (which will be the same date as the
effective date of the merger). Steak n Shake will pay accrued interest in cash semi- annually on June 30 and December
31 of each year, commencing on June 30, 2010, with principal and any accrued and unpaid interest to be paid in cash
on the date that is the fifth anniversary of the date of issuance. Interest will be computed on the basis of a 360-day
year of twelve 30-day months.

Redemption by Steak n Shake is Possible Prior to Maturity (Page 114)

Steak n Shake may, at its option, redeem the debentures, in whole or in part, without premium or penalty, on or after
the date that is the first anniversary of the date of issuance thereof at a redemption price equal to 100% of the principal
amount of the debentures to be redeemed, plus any accrued and unpaid interest to the date of redemption, provided
that Steak n Shake complies with applicable conditions specified by the indenture. If Steak n Shake redeems your
debentures, you will receive the redemption amount of 100% of the principal amount of the debentures, plus any
accrued and unpaid interest to the date of redemption.

Form of Debenture; No Fractional Interests (Page 114)

The debentures will be issuable at the effective time of the merger in registered form in whole multiples of $1,000. In
the event that a debenture to be issued to a Western Sizzlin stockholder under the terms of the merger agreement
would not be evenly divisible by 1,000, the amount in excess of the $1,000 principal amount of the debenture or the
next whole multiple thereof shall be paid in cash to such Western Sizzlin stockholder. In the event that any Western
Sizzlin stockholder s portion of the merger consideration is less than $1,000, such stockholder will only be entitled to
receive their portion of the merger consideration in cash, and such stockholder will not be entitled to receive a
debenture.
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A significant portion of Western Sizzlin s common stock is held of record for the accounts of beneficial owners by
banks, brokers or other nominees, and is registered in the name of Cede & Co, which is a nominee of the Depository
Trust Company. Accordingly, under the terms of the indenture, Steak n Shake mays, in its sole discretion, issue the
debentures in the form of one or more global debentures to Cede & Co. and/or any other depository or its nominee.
Beneficial owners of part or all of any such global debenture would be subject to the rules of the applicable depository
as in effect from time to time. If you are a Western Sizzlin stockholder who acquires a beneficial interest in debentures
that are issued in the form of a global debenture, your ability to obtain a physical debenture certificate registered in
your name will be subject to expense and delays associated with your ability to comply with the applicable
requirements specified by the indenture and the rules of the applicable depository then in effect. Further, the laws of
some states may require that the purchasers of securities take physical delivery of securities in definitive form. These
laws may impair your ability to own, transfer, or pledge beneficial interest in a global debenture. Due to the expense
and delays
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associated with obtaining physical delivery of a debenture, it may not be practicable for you to transfer or pledge your
beneficial interest in a debenture that you may acquire in a global debenture to a transferee or pledgee who requires
(due to state law or other requirements) that physical delivery of a debenture be made to it on a timely basis in order to
complete the transfer or pledge.

Subordination (Page 117)

Because Steak n Shake is a holding company whose principal assets consist of cash and equity investments and equity
of its subsidiaries, the debentures will be effectively subordinated to the claims of all creditors of the subsidiaries of
Steak n Shake, including, but not limited to, the claims of the bank lenders and other creditors of Steak n Shake
Operations, Inc., the subsidiary of Steak n Shake that owns and operates Steak n Shake s restaurants. In addition, Steak
n Shake s obligations to pay principal and interest to the holders of Steak n Shake debentures will rank junior in
priority to Steak n Shake s obligations to pay Steak n Shake s other existing and future indebtedness under its Senior
Debt, as that term is defined in the indenture and described in the section of the proxy statement/prospectus entitled
Description of Debentures  Subordination of Debentures. Therefore, if Steak n Shake becomes the subject of any
liquidation, Steak n Shake will be obligated to pay first the entire amounts to which these other creditors are entitled
before Steak n Shake will be obligated to pay any amounts to the holders of the debentures for principal or accrued
and unpaid interest. Under the indenture, Steak n Shake is prohibited from paying any principal or interest on any
debentures (i) after any Senior Debt becomes due and payable, unless and until all such Senior Debt has first been
paid in full, or (ii) after a Senior Debt payment default, unless and until such default has been cured, waived, or
otherwise has ceased to exist.

Restrictive Covenants (Page 115)

The indenture contains covenants of Steak n Shake relating to, among other things, (a) the payment of principal and
interest on the debentures; (b) the declaration of dividends or the making of any other payment or distribution on
account of its equity holders; (c) the incurrence of additional indebtedness; and (d) the prepayment of indebtedness
that is subordinated to the debentures.

Unsecured Obligations; No Sinking Fund (Page 114)
The performance of Steak n Shake s obligations under the debentures will not be secured by a pledge of, or other

security interest in, any of Steak n Shake s assets. The debentures will not be entitled to the benefit of any sinking
fund.

No Assured Trading Market (Page 114)
Steak n Shake applied on January 21, 2010 to list the debentures on the New York Stock Exchange upon issuance.
However, because the debentures will be issued without underwriting in a direct issue limited to stockholders of
Western Sizzlin in a principal amount limited to $22,959,000, no assurance can be made that any active trading

market will develop for the debentures. The debentures are not expected to be rated by any securities rating agency.

For further discussion, see Description of Debentures.
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Date, Time and Place (Page 119)

The special meeting of the holders of common stock of Western Sizzlin will be held on March 22, 2010 at 1:30 p.m.,
local time, at the Plaza Club, located at 100 West Houston Street, Ste. 2100, San Antonio, Texas 78205. At the
meeting, Western Sizzlin stockholders will be asked to vote on the following proposals:

to adopt the merger agreement and approve the merger and the other transactions contemplated thereby; and
to approve the postponement or adjournment of the meeting, if necessary or appropriate in the judgment of the
Chairman, to solicit additional proxies if there is an insufficient number of votes to adopt the merger agreement and
approve the merger at the time of the meeting.
10
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Record Date (Page 119)

Only holders of record of Western Sizzlin common stock at the close of business on February 17, 2010, the record
date for the special meeting, will be entitled to notice of, and to vote at, the meeting or any adjournment or
postponement thereof, provided that the shares remain outstanding on the date of the meeting. As of the close of
business on the record date, there were 2,844,402 shares of Western Sizzlin common stock outstanding and entitled to
vote at the meeting, held by 90 holders of record.

Attending In Person (Page 120)

All Western Sizzlin stockholders of record as of the record date for the special meeting, may attend the special

meeting. Western Sizzlin stockholders who wish to attend the special meeting in person but who hold their shares in

street name, meaning the name of a broker or other nominee who is the record holder, must bring proof of their
ownership and identification with a photo to the special meeting. For example, you may bring an account statement
showing that you beneficially owned shares of the Western Sizzlin s stock as of the record date as acceptable proof of

ownership. WHETHER OR NOT YOU INTEND TO ATTEND THE SPECIAL MEETING, IT IS VERY
IMPORTANT THAT YOUR SHARES BE REPRESENTED. Accordingly, please sign, date, and return the enclosed
proxy card, which will indicate your vote upon the matters to be considered. If you do attend the special meeting and
desire to vote in person, you may do so by withdrawing your proxy at that time.

How to Vote (Page 120)
Western Sizzlin stockholders may vote their shares at the special meeting:

In Person: by attending the special meeting and voting their shares in person; or
By Mail: by completing the enclosed proxy card, signing and dating it and mailing it in the enclosed post-prepaid

envelope.
Western Sizzlin s board of directors is asking for your proxy. Giving the Western Sizzlin board of directors your proxy

means you authorize it to vote your shares at the special meeting in the manner you direct. You may vote for or
against the proposals, abstain from voting or withhold your vote for the proposals. All shares represented by a valid
proxy received prior to the special meeting will be voted, and where a stockholder specifies by means of the proxy a
choice with respect to any matter to be acted upon, the shares will be voted in accordance with the specification so
made. If no choice is indicated on the proxy, the shares will be voted FOR the adoption of the merger agreement and
the approval of the merger, FOR the postponement or adjournment of the meeting, if necessary or appropriate in the
judgment of the Chairman, to solicit additional proxies, and as the proxy holders may determine in their discretion
with respect to any other matters that may properly come before the special meeting.

The form of proxy accompanying this proxy statement/prospectus confers discretionary authority upon the named
proxy holders with respect to amendments or variations to the matters identified in the accompanying Notice of
Special Meeting and with respect to any other matters which may properly come before the special meeting. As of the
date of this proxy statement/prospectus, the Western Sizzlin board of directors knows of no such amendment or
variation or of any matters expected to come before the special meeting that are not referred to in the accompanying
Notice of Special Meeting.

meaning the name of a broker or other nominee who is the record

Stockholders who hold their shares in street name,
holder, must either direct the record holder of their shares to vote their shares or obtain a proxy or voting instruction

from the record holder to vote their shares at the special meeting.
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If you need assistance, including help in submitting, changing or revoking your proxy, please contact Morrow & Co.,
LLC at (800) 607-0088.

Changing or Revoking a Proxy (Page 121)

Any proxy may be revoked by the person giving it at any time before it is voted. A proxy may be revoked by (i) filing

with Western Sizzlin s Secretary (401 Albemarle Ave SE, Roanoke, Virginia 24013) a written notice of revocation

bearing a date later than the date of such proxy, (ii) submitting a subsequent proxy relating to the same shares, or (iii)
attending the special meeting and voting in person.

11
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Simply attending the special meeting will not constitute revocation of your proxy. If your shares are held in the name
of a broker or other nominee who is the record holder, you must follow the instruction of your broker or other
nominee to revoke a previously given proxy.

Quorum (Page 119)

The presence, in person or by proxy, of stockholders holding at least a majority of the issued and outstanding shares of
the Western Sizzlin common stock entitled to vote on the record date will constitute a quorum for the special meeting.

Required Votes (Page 120)

To adopt the merger agreement, the holders of a majority of the shares of Western Sizzlin common stock outstanding
and entitled to vote on the proposal must vote in favor of adoption of the merger agreement. Approval of the proposal
to postpone or adjourn the special meeting, if necessary or appropriate in the judgment of the Chairman, requires the
affirmative vote of the holders of a majority of shares present in person or represented by proxy and entitled to vote on
the proposal. Each holder of Western Sizzlin common stock is entitled to one vote. If you withhold a vote or abstain
from voting on the proposals to adoption of the merger agreement and the approval of the merger and to
postpone or adjourn the special meeting to solicit additional process, it will have the same effect as a vote

AGAINST each of the proposals.

The directors and officers of Western Sizzlin exercise voting control, individually and through entities over for which
they exercise voting control, in the aggregate, over approximately 42.6% of the outstanding shares of Western Sizzlin s
common stock. Of the shares of Western Sizzlin s common stock beneficially owned by directors and officers of

Western Sizzlin, the Lion Fund, L.P. and Dash Acquisitions, LLC, which are controlled by Messrs. Biglari and Dash,
respectively, have agreed to vote all of the shares of Western Sizzlin common stock that they beneficially own or over
which they exercise voting control, which comprise in the aggregate approximately 39.9% of Western Sizzlin s
outstanding common stock, to be voted FOR the adoption of the merger agreement and approval of the merger and the
postponement or adjournment of the special meeting, described above. Approval of the merger and the adoption of the
merger agreement does not require the separate vote of a majority of Western Sizzlin s unaffiliated stockholders, and
no separate vote of Western Sizzlin s unaffiliated stockholders will be conducted. Consequently, we anticipate that the
approval of the merger and the adoption of the merger agreement will be duly authorized at the special meeting.

Treatment and Effect of Abstentions and Broker Non-Votes (Page 120)

A broker non-vote occurs when a nominee holding shares of Common Stock for the beneficial owner does not vote on
a particular proposal because the nominee does not have discretionary voting power with respect to that item and has
not received instructions from the beneficial owner. If you are a beneficial owner of Western Sizzlin common stock
held by a broker or other nominee, you must instruct your nominee how to vote. Your nominee cannot vote your
shares on your behalf without your instructions.

Broker non-votes and the shares of Western Sizzlin common stock as to which a stockholder abstains are treated as
being present at the special meeting for purpose of determining whether a quorum of shares is present at the special
meeting. Because approval of the merger and the adoption of the merger agreement requires the affirmative vote of a
majority of the shares of Western Sizzlin common stock issued and outstanding, abstentions and broker non-votes will
have the same effect as a vote  AGAINST the adoption of the merger agreement and the approval of the merger.
Because approval of the proposal to postpone or adjourn the meeting to solicit additional proxies requires the
affirmative vote of the holders of a majority of the outstanding shares present in person or represented by proxy at the
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meeting and entitled to vote on the proposal, abstentions will have the same effect as a vote  AGAINST this matter, but
broker non-votes and failures to be present to vote will have no effect.

Cost of This Proxy Statement/Prospectus and Solicitation of Proxies (Page
121)

The cost of preparing, assembling, printing and mailing this proxy statement/prospectus and the accompanying form
of proxy, and the cost of soliciting proxies related to the special meeting, will be borne by Western Sizzlin. Some
banks and brokers have customers who beneficially own Western Sizzlin common

12
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stock listed of record in the names of nominees. Western Sizzlin intends to request banks and brokers to solicit such
customers and will reimburse them for their reasonable out-of-pocket expenses for such solicitations. If any additional
solicitation of the holders of Western Sizzlin s outstanding shares of common stock is deemed necessary, Western
Sizzlin (through its directors and officers) anticipates making such solicitation directly. The solicitation of proxies by
mail may be supplemented by telephone, electronic and personal solicitation by officers, directors and other
employees of Western Sizzlin, but no additional compensation will be paid to such individuals.

In addition, Western Sizzlin has engaged Morrow & Co., LLC, a proxy solicitation firm, to assist it in connection with
the solicitation of proxies and will pay Morrow & Co., LLC a base fee of $4,000 plus reimbursement of out-of-pocket
expenses. Morrow & Co., LLC will also charge a per call fee of $5.00 plus related telecommunications charges to
respond to incoming inquiries.

Risk Factors (Page 71)

In evaluating the merger, the merger agreement and the debentures to be received in connection with the merger, you
should carefully read this prospectus and especially consider the factors discussed in the section entitled Risk Factors.

Special Factors (Page 15)

Steak n Shake and Western Sizzlin are affiliated with each other by certain common directors, certain common
executive officers, and certain common shareholders. In addition, at the time of approval of the merger agreement,
Western Sizzlin beneficially owned more than five percent of the outstanding common stock of Steak n Shake. In
recognition of this affiliation and these close relationships, the merger agreement was negotiated between special

committees of the boards of directors of Steak n Shake and of Western Sizzlin, each of which was comprised entirely
of directors who had no relationships with the other party. For a discussion of the special factors that apply to the
merger in light of the close relationships of the parties to the merger and their affiliates and associates, and the
conflicts of interest that may be deemed to result from those relationships, see Special Factors.

Per Share Data (Pages 88, 90 and 92)

The following table shows income per share, cash dividends per share and book value per share for each of Steak n
Shake and Western Sizzlin as of and for certain periods ended December 23, 2009 and September 30, 2009, and
similar information reflecting the pro forma income per share, cash dividends per share, and book value per share of
Steak n Shake as of such dates and for such periods giving effect to the completion of the merger on the basis of

certain assumptions (which we refer to as pro forma information).

The pro forma information, while helpful in illustrating the financial impact of a purchase upon a purchasing company
such as Steak n Shake under one set of assumptions, does not attempt to predict or suggest future results.

The information in the following table is based on the historical financial statements of Steak n Shake that Steak n
Shake has presented in its Securities and Exchange Commission filings (which Steak n Shake has incorporated into
this document by reference, see Where You Can Find Additional Information ) and on the historical financial

statements of Western Sizzlin that are included elsewhere in this proxy statement/prospectus (see Index to Western
Sizzlin's Financial Statements ). See also Selected Historical Consolidated Financial Data of Steak n Shake and

Selected Historical Consolidated Financial Data of Western Sizzlin and Pro Forma Condensed Consolidated Financial
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Twelve Three
Weeks Months
Ended Ended Pro Forma
Pro Forma .
December September Combined Equivalent
23, 2009 30, 2009 Per Share Per Share
Steak n Western (N/A)
Shake Sizzlin
Historical® Historical
Book value per share() $207.16 $ 9.31 $206.38 N/A
Cash dividends declared per share as of December 23,
N/A
2009
Earnings per share as of December 23, 2009
Basic $3.84 $ 1.26 $4.07 N/A
Diluted $3.82 $ 1.26 $4.05 N/A
53 Weeks 12 Months
Ended Ended Pro Forma
September September Pro Forma Eauivalent
30,2009 30,2009 Combined d
Per Share
Steak n Western  Per Share (N/A)
Shake Sizzlin
Historical@® Historical
Book value per share(!) $203.18 $9.31 $202.29 N/A
Cash dividends declared per share as of September 30,
N/A
2009
Earnings per share as of September 30, 2009
Basic $4.21 $ 1.52 $3.99 N/A
Diluted $4.20 $ 1.52 $3.98 N/A

The book value per share is computed by dividing stockholders' equity at the end of the period by the basic number
of shares outstanding at the end of the period.

2) Adjusted for 1-for-20 reverse stock split effective December 18, 2009.
The following table shows the market value of Western Sizzlin's common stock and the market value of Steak n
Shake's common stock on August 12, 2009, the date preceding the public announcement of the proposed merger.

ey

Historical Market Value

Steak n .
Shake Western Sizzlin
Market Values as of August 12, 2009 $ 11.17 $ 1275

The merger will not result in stockholders of Western Sizzlin becoming entitled to receive, in exchange for their
Western Sizzlin shares, any shares of common stock of Steak n Shake; rather, all shares of common stock of Western
Sizzlin will be converted into a right to receive the debentures on the terms specified by the merger agreement.
Accordingly, equivalent per share data reflecting the results of the merger to Western Sizzlin stockholders cannot be
calculated because the merger agreement creates no equivalency between (a) the pro forma per share information for
Steak n Shake and the historical per share financial information for Western Sizzlin presented above, or (b) the market
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SPECIAL FACTORS

Structure of Merger

On October 21, 2009 and October 22, 2009, the special committees and boards of directors of Steak n Shake and of
Western Sizzlin, respectively, adopted the merger and approved the merger agreement, which was executed and
delivered on October 22, 2009 by the parties. The merger agreement provides for the acquisition by Steak n Shake of
Western Sizzlin through a merger of Grill Acquisition Corporation, a wholly-owned subsidiary of Steak n Shake, with
and into Western Sizzlin. After the merger, Western Sizzlin will be the surviving company and will succeed to and
assume all the rights and obligations of Merger Sub. As a result of the merger, if completed, you will no longer have
an interest in Western Sizzlin s future earnings or growth, Western Sizzlin will cease to be a publicly traded company,
and Western Sizzlin may no longer be required to file separate periodic reports with the SEC.

Pursuant to the terms of the merger agreement, on October 22, 2009, Western Sizzlin declared a special dividend
payable to Western Sizzlin s stockholders in the form of 1,322,806 shares of Steak n Shake common stock that was
beneficially owned by an investment subsidiary of Western Sizzlin. Each stockholder of Western Sizzlin of record as
of November 2, 2009 was entitled to receive this dividend which was distributed on November 6, 2009. The dividend
was paid at the rate of approximately 0.465 shares of Steak n Shake common stock for each share of the Western
Sizzlin common stock outstanding as of November 2, 2009 (fractional share interests were settled by a cash payment).
The closing price of Steak n Shake common stock on November 6, 2009 was $12.03 per share. All share and per share
information in this paragraph is presented without adjustment for the 1-for-20 reverse split effected by Steak n Shake
on December 18, 2009.

At the effective time of the merger each Western Sizzlin common share, each outstanding share of common stock of
Western Sizzlin (other than shares held by Steak n Shake, Merger Sub or Western Sizzlin, or by Western Sizzlin
stockholders who perfect and do not withdraw their appraisal rights under Delaware law) will be converted into the
right to receive a pro rata portion of a new issue of 14% redeemable subordinated debentures due 2015 to be issued by
Steak n Shake, which we refer to herein as the debentures, in the aggregate principal amount of $22,959,000
(approximately $8.07 principal amount of debentures per Western Sizzlin share, based upon the number of shares of
Western Sizzlin common stock outstanding on February 17, 2010), with cash to be paid in lieu of fractional debenture
interests.

The debentures will be unsecured debt obligations of Steak n Shake that are subordinated to certain of its other present
and future debts and obligations. The debentures will bear interest at 14% per annum from the date of issuance (which
will be the same date as the effective time of the merger), payable semiannually, and principal will be due in a single
payment on the date that is the fifth anniversary of the date of issuance. Steak n Shake will be entitled at its option to
redeem the debentures on or after the date that is the first anniversary of the date of issuance of the debentures at a
redemption price equal to 100% of the principal amount of the debentures to be redeemed, plus any accrued and
unpaid interest to the date of redemption.

Further details relating to the structure of the merger and the merger consideration are described in Special
Factors  Structure of the Merger and The Merger Agreement Special Dividend and Merger Consideration below.
Further details relating to the terms and conditions of the debentures and the indenture governing debentures are
described in Description of Debentures.
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Expected Timing of the Merger

Steak n Shake and Western Sizzlin currently expect to complete the merger in the first calendar quarter of 2010,
subject to receipt of Western Sizzlin stockholder approval and the satisfaction or waiver of other closing conditions.
However, no assurance can be given as to when, or if, the merger will occur.

No Steak n Shake Stockholder Approval

Steak n Shake stockholders are not required to adopt the merger agreement or approve the merger or the issuance of
debentures in connection with the merger.
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Merger Expenses, Fees and Costs

Generally, all expenses incurred in connection with the merger agreement and related transactions will be paid by the
party incurring the expense. Under the merger agreement, however, termination fees are payable by Western Sizzlin if
the merger agreement is terminated under certain circumstances, and Western Sizzlin is required to reimburse Steak n
Shake for Steak n Shake s expenses related to the merger transaction up to $1 million in certain circumstances if the
Western Sizzlin stockholders do not approve the merger at the special meeting. Similarly, Steak n Shake is obligated
to pay a termination fee to Western Sizzlin under certain circumstances. See The Merger Agreement Expenses and
Fees.

Appraisal Rights That May be Available in Connection
with the Merger

Western Sizzlin stockholders have the right under Delaware law to dissent from the adoption of the merger agreement
and approval of the merger, to exercise appraisal rights and to receive payment in cash of the judicially determined
fair value for their shares, plus interest, if any, on the amount determined to be the fair value, in accordance with
Delaware law. The fair value of shares of Western Sizzlin s common stock, as determined in accordance with
Delaware law, may be more or less than, or equal to, the merger consideration to be received by non-dissenting
stockholders in the merger. To preserve their rights, Western Sizzlin stockholders who wish to exercise appraisal
rights must not vote in favor of the adoption of the merger agreement and approval of the merger and must follow the
specific procedures provided under Delaware law for perfecting appraisal rights. Dissenting stockholders must
precisely follow these specific procedures to exercise appraisal rights or their appraisal rights may be lost. These
procedures are described in this proxy statement/prospectus, and a copy of Section 262 of the Delaware General
Corporation Law ( DGCL ), which grants appraisal rights and governs such procedures, is attached as Annex D to this

proxy statement/ prospectus. See Appraisal Rights.

Background of the Merger

Sardar Biglari, through Lion Fund, L.P. (which we refer to as the Lion Fund) a private investment fund controlled by
Mr. Biglari, has been the beneficial owner of more than five percent of the outstanding common stock of Western
Sizzlin since July 2005. In December 2005, Mr. Biglari and Philip L. Cooley (an advisory director of the Lion Fund)
were elected as directors of Western Sizzlin. In March 2006, Mr. Biglari was named Chairman of the board of
directors of Western Sizzlin and Mr. Cooley was elected Vice Chairman of the board of directors of Western Sizzlin.
Mr. Biglari was appointed President and Chief Executive Officer of Western Sizzlin in May 2007.

In August 2007, a group, within the meaning of Section 13(d)(3) of the Exchange Act, of which Western Sizzlin, the

Lion Fund, and Messrs. Biglari and Cooley were the members (the Investment Group ), disclosed in a Schedule 13D

statement of beneficial ownership that the Investment Group had acquired a substantial position in the common stock

of Steak n Shake. Mr. Biglari met with management of Steak n Shake on August 13, 2007, seeking representation of

the interests of the Investment Group on the board of directors of Steak n Shake. In March 2008, Messrs. Biglari and
Cooley won election by Steak n Shake's shareholders to Steak n Shake s board of directors. On June 19, 2008, Mr.

Biglari was named Chairman of Steak n Shake. In August 2008, Mr. Biglari was also named Chief Executive Officer
of Steak n Shake and, in April 2009, Mr. Cooley was named Vice Chairman of Steak n Shake s board of directors.
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William J. Regan, Jr., a private investor, first joined the board of directors of Steak n Shake by action of Steak n
Shake's board of directors in November 2008, and subsequently was elected a director by the shareholders of Steak n
Shake at its annual meeting of shareholders held in April 2009.

At meetings of the Steak n Shake board of directors on January 8, 2009 and of the Western Sizzlin board of directors
on January 14, 2009, Mr. Biglari proposed a potential strategic combination of Western Sizzlin and Steak n Shake.
Prior to January 2009, neither the boards of directors of Steak n Shake or Western Sizzlin nor the other Schedule
13e-3 Filing Persons discussed a possible business combination of Western Sizzlin and Steak n Shake.

Formation of the Western Sizzlin Special Committee and the Steak n Shake
Special Committee

At a meeting on January 14, 2009, the Western Sizzlin board of directors, in order to ensure a process that would be
fair to Western Sizzlin s unaffiliated stockholders, established a special committee of
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disinterested directors, consisting of Kenneth R. Cooper, as chairman, Martin S. Fridson and Titus W. Greene, to
investigate and research the potential merger between Western Sizzlin and Steak n Shake proposed by Mr. Biglari.
Messrs. Cooper, Fridson and Greene were not employees of Western Sizzlin. The Western Sizzlin board of directors
determined that there were no relationships between the members of the Western Sizzlin special committee and Steak
n Shake. In accordance with Western Sizzlin s director compensation policy, Mr. Cooper is entitled to receive an
additional $250 per quarter in consideration for his services as committee chair and each member of the special
committee is entitled to receive $500 for each telephonic meeting or $1,500 and reimbursement for out-of-pocket
expenses incurred for each meeting attended in person. The Western Sizzlin special committee was given the mandate
of evaluating the fairness of the proposed merger and negotiating the terms of the merger. No limitations were placed
on the authority of the Western Sizzlin special committee, including any limitation on its authority to consider
alternatives to the merger.

Following Mr. Biglari's proposal at the Steak n Shake January 8, 2009 Board meeting, Messrs. Biglari and Cooley
excused themselves from the meeting, and the other members of the board of directors who were present at that
meeting conducted an initial discussion of Mr. Biglari's proposal. The directors asked Edward Wilhelm, then a

member of the board of directors of Steak n Shake and then the Chairman of its Audit Committee, to lead an effort to
consider Mr. Biglari's proposal, and Mr. Wilhelm accepted Mr. Regan's offer to assist with Mr. Wilhelm's analysis and
investigation.

During the weeks that followed, Mr. Regan and Mr. Wilhelm discussed the Western Sizzlin proposal, and Mr.
Wilhelm then discussed the proposal with Mr. Biglari. Based on those discussions, while Mr. Biglari believed that the
turnaround of Steak n Shake s business was underway and that a potential purchase by Steak n Shake of Western
Sizzlin would be opportune, differences of opinion as to the stage of the turnaround resulted in Mr. Biglari advising
the Board in February 2009, that further consideration of the Western Sizzlin opportunity should be deferred.
Accordingly, no substantive discussion took place between the independent board representatives of the two
companies regarding the specific terms and conditions of a possible merger of the two companies until May 2009.

In early May 2009, Mr. Biglari again raised and discussed with the Western Sizzlin board of directors the idea of a
potential strategic combination of Western Sizzlin and Steak n Shake. At a meeting of the board of directors of
Western Sizzlin on May 13, 2009, the board reaffirmed the formation of the independent special committee to

investigate and research a potential merger of the two companies.

Mr. Biglari also convened a special telephonic meeting of the Steak n Shake board on May 13, 2009. At that meeting
Mr. Biglari proposed that Steak n Shake consider an acquisition of Western Sizzlin by means of a merger. Mr. Biglari
stated that, if Steak n Shake wished to consider the acquisition further, the consideration would have to be made by a
committee of directors who were independent of Western Sizzlin, and he suggested that the independent members of
the board convene separately after Dr. Cooley and he had left the telephonic meeting to consider whether to establish a
special committee. Upon the departure from the telephonic meeting of Messrs. Biglari and Cooley, the remaining
three directors (Ruth J. Person, John W. Ryan, and Mr. Regan), none of whom had any relationship with Western
Sizzlin, voted to establish themselves as a special committee to consider the matter of a proposed transaction with
Western Sizzlin, and appointed Mr. Regan the Chairman of the special committee. Mr. Regan discussed with the
committee that he had recently met with Messrs. Biglari and Cooley concerning the benefits to Steak n Shake of the
proposed merger transaction, and advised the committee that Mr. Biglari had prepared and discussed with Mr. Regan,
Mr. Biglari s preliminary assessment of the potential value of the proposed transaction to Steak n Shake.

The board of directors, at the May 13, 2009, meeting, also authorized the special committee, if and when formed, to
retain counsel to represent it, at its sole discretion. The Board discussed the possibility that the special committee

might consider engaging Steak n Shake's outside counsel, the law firm of Cline, Williams, Wright, Johnson, &
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Oldfather, L.L.P., of Omaha, Nebraska (which we refer to as Cline Williams), to serve as counsel to the special
committee. During that telephonic meeting, in which Cline Williams also participated, Cline Williams advised the
board that Cline Williams also represented Western Sizzlin and that Cline Williams would need to recuse itself from
further representation of Western Sizzlin or, in the alternative, obtain consents of both companies to its continued
representation of Western. The consensus of the special committee, when formed, was to consider engaging Cline
Williams as its counsel, and the engagement by the

17

Formation of the Western Sizzlin Special Committee and the Steak n Shake Special Committee 51



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

TABLE OF CONTENTS

special committee of Cline Williams as its counsel was confirmed in writing by Mr. Regan with Cline Williams on
May 20, 2009. Both special committees waived the conflict of interest of Cline Williams by letters signed by their
chairmen.

Mr. Regan first contacted Mr. Cooper on May 14, 2009.

On May 15, 2009, Mr. Regan discussed with Cline Williams attorneys and with members of the Steak n Shake special
committee various legal, financial and other considerations applicable to the structure of the proposed merger
transaction and the type of consideration to be offered to the Western Sizzlin shareholders. On the basis of those
discussions, Mr. Regan and the Cline Williams attorneys called Mr. Biglari to update him on those discussions.
During this conference call, Mr. Biglari stated that he desired that the Special Committee should remain open to
transaction structures other than stock-for-stock mergers. Upon Mr. Regan's request, Mr. Biglari agreed to formulate
alternative structures for the special committee to analyze.

On May 18, 2009, Mr. Regan delivered a letter to Mr. Cooper advising that Steak n Shake had formed a special
committee of directors who had no relationships to Western Sizzlin for the purposes of exploring the possibility of a
strategic transaction between Steak n Shake and Western Sizzlin. The letter also recommended that the parties enter

into a mutual nondisclosure agreement so that information could be shared and discussions had on a confidential
basis. To that end, Steak n Shake and Western Sizzlin entered into a letter agreement, dated May 28, 2009, providing

that all information exchanged between the parties in connection with their respective diligence reviews was to be
kept confidential in accordance with the terms thereof.

On May 21, 2009, the Western Sizzlin special committee retained Olshan Grundman Frome Rosenzweig & Wolosky
LLP (which we refer to as Olshan) to represent the special committee in connection with advice relating to strategic
alternatives, including but not limited to, the potential transaction with Steak n Shake. Olshan has previously acted as
special counsel to Western Sizzlin from time to time in connection with certain previous transactions unrelated to the
merger. Additionally, Olshan has represented a group, within the meaning of Section 13(d)(3) of the Exchange Act, of
which Western Sizzlin, the Lion Fund, and Messrs. Biglari and Cooley, among others, are members, in connection
with a proxy solicitation seeking representation of the group on Steak n Shake s board of directors, and Olshan
continues to represent the group in a limited capacity in connection with the group s securities laws filings relating to
its investment in Steak n Shake. Olshan was not involved in any discussions relating to a potential merger or other
business combination between Western Sizzlin and Steak n Shake prior to the engagement of Olshan by the Western
Sizzlin special committee. The Western Sizzlin special committee was aware of these past relationships when it
retained Olshan and consented to the firm s retention, waiving any possible conflicts that may result therefrom. In
mid-June 2009, Olshan discussed with the Western Sizzlin special committee the basic legal and fiduciary obligations
of the Western Sizzlin special committee with respect to a transaction involving the potential sale of the company,
including the retention and scope of services to be provided by a financial advisor to the special committee. After
reviewing proposals from recognized investment banking firms, on June 25, 2009, the Western Sizzlin special
committee retained B. Riley & Co., LLC, which we refer to herein as B. Riley, to serve as the special committee s
financial advisors and to provide an opinion as to the fairness to Western Sizzlin stockholders of the consideration to
be offered in a potential transaction with Steak n Shake, from a financial point of view. The Western Sizzlin special
committee selected B. Riley primarily due to its confidence in B. Riley s familiarity with and transactional experience
in the restaurant industry and its extensive experience with and reputation for providing investment banking services
to middle market companies in connection with mergers and acquisitions.

On May 23, 2009, Mr. Biglari and Mr. Regan spoke by telephone concerning a proposal that Mr. Biglari had
developed on behalf of Steak n Shake management to structure the acquisition of Western Sizzlin using consideration

other than the issuance of Steak n Shake common stock. Mr. Biglari suggested that Western Sizzlin could first
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distribute to Western Sizzlin's stockholders the shares of Steak n Shake beneficially owned by an investment
subsidiary of Western Sizzlin, thereby reducing the transaction size by 30% to 35%, and requested that the special
committee consider the issuance by Steak n Shake of debt, preferred stock or similar instruments to finance the
balance of the consideration to be offered to the Western Sizzlin stockholders in the transaction.
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Upon the signature on May 28, 2009, by both parties to the letter agreement of confidentiality that had been proposed
by Mr. Regan to Mr. Cooper on May 18, 2009, the chief financial officers of both Western Sizzlin and Steak n Shake
were authorized and directed to communicate with each other to begin exchanging the information that each party
would need to review the business, assets, liabilities, operations and affairs of the other party.

On June 3, 2009, the Steak n Shake special committee conducted a telephonic meeting at which Chairman Regan
updated the members of the committee as to recent developments. The special committee reviewed the potential
interest of four financial advisory firms in providing services to the committee. The committee also discussed the type
of service and advice needed by the special committee from the chosen firm, and determined that the committee
would require both valuation assistance and a fairness opinion. The committee unanimously authorized Mr. Regan as
Chairman to proceed to interview two of these firms, and recommend to the full committee his choice.

On June 5, 2009, the Steak n Shake special committee reported to the full board of Steak n Shake concerning the
progress of its negotiations with the Western Sizzlin special committee and the selection of a financial advisor. At that
meeting the Board authorized the committee to begin interviewing candidates for providing a valuation and for
providing a fairness opinion, and requested that the committee also interview another firm in addition to the two firms
that had been identified by the special committee on June 3, 2009. In addition, the special committee was authorized
to discuss with Western Sizzlin's special committee, and consult with the chosen financial advisor, concerning an
alternative to a stock-for-stock merger, involving a debt security with a maturity not exceeding five years.
Subsequently, Mr. Regan, accompanied by Duane E. Geiger, Steak n Shake's Interim Chief Financial Officer,
interviewed each of the three financial advisory firms discussed at the June 5, 2009 board of directors meeting. Mr.
Regan reported to the special committee on the results of such interviews at a special committee meeting held June 19,
2009, and the special committee unanimously selected Duff & Phelps, LLC (which we refer to as Duff & Phelps), as
the special committee's financial advisor. On June 26, 2009, the Steak n Shake special committee retained Duff &
Phelps, as its financial advisor for the proposed transaction, and to provide a fairness opinion, if requested. The special
committee selected Duff & Phelps on the basis of its confidence that Duff & Phelps had broad experience and
capability advising middle market companies regarding valuation issues and structuring mergers and acquisitions and
had specific knowledge and experience in the restaurant industry.

In mid-June 2009, Olshan discussed with the Western Sizzlin special committee the basic legal and fiduciary
obligations of the Western Sizzlin special committee with respect to a transaction involving the potential sale of the
company, including the retention and scope of services to be provided by a financial advisor to the special committee.
After reviewing proposals from recognized investment banking firms, on June 25, 2009, the Western Sizzlin special
committee retained B. Riley & Co., LLC (which we refer to as B. Riley) to serve as the special committee s financial
advisors and to provide an opinion as to the fairness to Western Sizzlin stockholders of the consideration to be offered
in a potential transaction with Steak n Shake, from a financial point of view.

On Friday, July 24, 2009, representatives of Duff & Phelps called Mr. Regan to discuss with him the tentative
summary results of their review of the value to Steak n Shake of Western Sizzlin. On Friday, July 24, 2009,
representatives of Duff & Phelps called Mr. Regan to discuss with him the tentative summary results of their review
of the value to Steak n Shake of Western Sizzlin. During this telephone call, Duff & Phelps suggested that, although
the review was ongoing and conclusions were still being evaluated, the value of a combination of Western Sizzlin
with Steak n Shake (including expected synergies) would likely fall in the range of about $11.00 per Western Sizzlin
share to about $13.50 per Western Sizzlin share.

On the morning of July 27, 2009, Mr. Regan convened a special meeting of the Steak n Shake special committee to
discuss valuation issues. Duff & Phelps did not participate in this meeting and no materials prepared by Duff & Phelps

were prepared for or presented at this meeting. Mr. Regan reported to the special committee that he believed that Duff
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& Phelps's preliminary and tentative valuation work would likely suggest a value of Western Sizzlin to Steak n Shake
(including synergies) in the range of $11.00 to $13.50 per Western Sizzlin share. The committee discussed at length
certain valuation methodologies utilized by Duff & Phelps in its preliminary work. The committee also discussed at

this meeting the relative merits of the use of
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Steak n Shake common stock as the consideration to be issued in the merger compared to a debt security to be issued
by Steak n Shake as the merger consideration. Mr. Regan reported to the Committee that, on the basis of his
preliminary discussions with Duff & Phelps and his review of financial data regarding the restaurants and food service
industries, he believed that the appropriate interest rate on a five-year debenture with all principal due in a single
installment at maturity would be in the range of 12% to 15% per annum. The special committee concluded that the use
of Steak n Shake debt as the merger consideration, as an alternative to a structure the transaction with common stock
as the merger consideration, could also result in a transaction that would be in Steak n Shake's best interests.

The full board of directors of Steak n Shake then met the afternoon of July 27, 2009 by conference telephone. Mr.
Regan, as Chairman of the special committee, reported concerning the special committee's discussions with Duff &
Phelps, and, without sharing with the full board the specific preliminary valuation range suggested by Duff & Phelps,
Mr. Regan reported that the special committee would be comfortable in proceeding with an offer in the range of
$12.00 to $13.00 per Western Sizzlin share. Further, Mr. Regan noted the special committee's thoughts concerning the
use of stock as the merger consideration rather than debt, but reported that the committee understood Mr. Biglari's
opinion that the Steak n Shake stock was undervalued. Mr. Regan reported to the board that, on the basis of his
preliminary discussions with Duff & Phelps, and his review of financial reports, a debt instrument issued by Steak n

Shake with a five year maturity, to be valued at par, would likely carry an interest rate of 12% to 15% per annum.
After discussion, the three directors who were also members of the special committee adopted a resolution, with
Messrs. Biglari and Cooley abstaining, that Steak n Shake should make an offer to exchange five year 14% debentures
of Steak n Shake with interest payable semiannually for all of Western Sizzlin's shares; that Western Sizzlin's shares
should be valued for purposes of the transaction at $13.00 per share, before giving effect to the distribution by
Western Sizzlin to all of its stockholders of all Steak n Shake shares beneficially owned by an investment subsidiary
of Western Sizzlin; and that the transaction would be contingent on a fairness opinion from Duff & Phelps.

On July 28, 2009, Mr. Regan received an oral update from representatives of Duff & Phelps in which they reported
that the high end of the valuation range in the preliminary report to be delivered to the Committee would likely be
$13.25 per Western Sizzlin share. Mr. Regan then reported that conversation to members of the special committee and
advised them that he believed that the value of the Steak n Shake stock to be distributed by Western Sizzlin to its
stockholders (for purposes of measuring how much of the $13.00 per share proposal should be allocable to that special
dividend) should be based on Steak n Shake's then current value in the market (at the time of the extension of the offer
to Western Sizzlin) and not an average price over a specified prior period of time, and that he believed that the
debentures to be issued in the merger should be redeemable at Steak n Shake's option without penalty or premium as
early as the date that was six months after the date of initial issuance. He also reported that Duff & Phelps would be
comfortable with those two changes based on his July 28 telephone conversation with Duff & Phelps.

Duff & Phelps on July 29, 2009, delivered to Mr. Regan a draft presentation which he forwarded to the other members
of the special committee. That draft presentation reflected a further narrowing of range of values of Western Sizzlin to
Steak n Shake (including synergies) to a range of $11.30 to $13.10 per Western Sizzlin share.

Mr. Regan sought and received authorizations from both of the other members of the special committee to proceed to

extend a non-binding proposal to Mr. Cooper, as Chairman of the Western Sizzlin special committee on July 28, 2009,
and a letter expressing that non-binding proposal was delivered by Mr. Regan to Mr. Cooper that same day.

Negotiation of the Letter of Intent

Messrs. Regan and Cooper had discussions during the period from May 18, 2009 through July 28, 2009 regarding the
exchange of information between advisors to their respective companies, the treatment of the Steak n Shake common
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stock held by Western Sizzlin, the potential that the consideration to be issued in the proposed merger could take the
form of preferred stock or debentures, and the benefits of the potential combination of the two companies. During this
period, however, Messrs. Regan and Cooper had no discussion of the financial terms or values of the transaction to
Steak n Shake or to the Western Sizzlin shareholders.
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The indication of interest that Mr. Regan delivered to Mr. Cooper on July 28, 2009, proposed that Steak n Shake
would acquire all outstanding shares of Western Sizzlin s common stock in a reverse triangular merger of Western
Sizzlin with a newly formed subsidiary of Steak n Shake, with Western Sizzlin surviving the merger. The indication
of interest provided that the acquisition would be based on an equity value of approximately $36,814,000 in the
aggregate, or $13.00 per share of Western Sizzlin common stock, based upon the number of shares of Western Sizzlin
common stock then reported to be outstanding. Under Steak n Shake's proposal, at or prior to effectiveness of the
proposed merger, Western Sizzlin would be required to distribute to its stockholders all shares of Steak n Shake then
beneficially owned by Western Sizzlin. The July 28, 2009 market value of those Steak n Shake shares (approximately
$13,855,000 in the aggregate, or approximately $4.89 per Western Sizzlin share, based upon the number of shares of
Western Sizzlin common stock then reported to be outstanding) would be deducted from the $36,814,000 aggregate
equity value (or $13.00 per share). The remaining equity value of $22,959,000 balance of the purchase price (or $8.11
per Western Sizzlin share, based upon the number of shares of Western Sizzlin common stock then reported to be
outstanding), after giving effect to the distribution of those Steak n Shake shares, would be paid through the delivery
of debentures to be issued by Steak n Shake. The following shows the two components of the $13.00 per share equity
value (in each case based upon the number of shares of Western Sizzlin common stock then reported to be
outstanding) that was proposed by Steak n Shake in its July 28, 2009 letter of intent:

Per share value (fixed as of July 28, 2009) of Steak n Shake shares beneficially owned $4.89

by Western Sizzlin as of July 28, 2009
Per share principal amount of debentures to be issued by Steak n Shake $8.11
Total $13.00
The indication of interest provided that the proposed debentures would carry a term of five years, be pre-payable
without penalty at the option of Steak n Shake after six months and would bear interest at a rate of 14% per annum
from the date of issuance (which will be the same date as the effective date of the merger), payable semi-annually in
cash with principal and any accrued but unpaid interest to be paid in cash at maturity. This letter indicated that it was
the Steak n Shake's special committee's last and best offer.

The Western Sizzlin special committee met on July 29, 2009 to discuss the terms set forth in the Steak n Shake
indication of interest with its legal counsel and financial advisors. A representative of B. Riley advised that, based
upon a preliminary analysis, the purchase price would likely be in the range of prices that would be fair to Western

Sizzlin s stockholders. A representative of the special committee s legal counsel discussed with the special committee
the importance of certain terms of the proposed debentures that were not fully addressed in the indication of interest
such as the inclusion of restrictive covenants and the potential terms of subordination to senior debt of Steak n Shake.
Legal counsel also reiterated the fiduciary duties of the members of the special committee under Delaware law with
respect to a potential transaction with Steak n Shake. Thereafter, the Western Sizzlin special committee directed Mr.
Cooper to call Mr. Regan to negotiate the purchase price of the proposed transaction and to clarify certain terms of the
proposed debentures. The special committee also authorized representatives of B. Riley to speak with Mr. Regan and
the Steak n Shake special committee s financial advisors regarding the basis of and valuations underlying the proposed
purchase price contained in the indication of interest.

Over the course of July 29t and 30t, both Mr. Cooper and representatives of B. Riley had conversations with Mr.
Regan regarding the terms of the proposed merger.

On July 30, 2009, at a meeting of the Western Sizzlin special committee, Mr. Cooper reported to the special
committee the status of his discussions with Mr. Regan with respect to the proposed merger. A representative of B.
Riley also reported on his discussion with Mr. Regan and recommended that the special committee respond to the July
28t indication of interest with a proposal to increase the purchase price and provide for certain covenants with respect
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to the debentures to be issued by Steak n Shake in the merger including covenants restricting Steak n Shake s ability to
incur additional indebtedness and declare or pay dividends. The Western Sizzlin special committee discussed further
the terms of the proposed merger set forth in the indication of interest. The special committee also discussed advising
the board of directors of Western Sizzlin of the receipt of the indication of interest from Steak n Shake. A special
meeting of the full board of directors of Western Sizzlin was held July 30, 2009 for this purpose. At the board of
directors meeting, Mr.
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Cooper informed the board that the special committee had received the non-binding indication of interest from Steak n
Shake. Mr. Cooper did not discuss the specific terms of the letter and advised that the special committee would be
independently reviewing the indication of interest consistent with its fiduciary duties and the mandate given to the
special committee by the board. The board of directors of Western Sizzlin agreed that the special committee should

continue with discussions and negotiations with Steak n Shake, and with the assistance of the advisors selected by the
special committee, respond to the July 28t indication of interest or proceed as otherwise determined by the special

committee.

The Western Sizzlin special committee met again on August 1, 2009 to discuss the terms of the proposed transaction
and the special committee s response to the July 28 indication of interest with the special committee s financial
advisors and legal counsel. Representatives of B. Riley recommended certain terms that should be included in the
response to Steak n Shake s indication of interest including the following principal terms: (a) an increase in the
purchase price to between $14.00 and $14.50 per share; (b) the debentures to be issued by Steak n Shake in the merger
would not contain any call feature permitting the prepayment thereof without penalty; and (c) the Steak n Shake
debentures would contain certain covenants related to restrictions on the total leverage, subordination only to senior
secured debt and restrictions on the payment of dividends. The board of directors of Western Sizzlin also met again on
August 1, 2009 and reaffirmed the special committee s full authority to negotiate the terms and conditions of a
non-binding Letter of Intent with Steak n Shake and to take any and all actions that the special committee deemed
appropriate in fulfilling its fiduciary duties, provided that the special committee was not authorized to enter into a
binding agreement without the full board s approval, which would be sought at such time and if the special committee
deemed appropriate.

On August 2, 2009, Mr. Cooper and Mr. Regan had further conversations regarding the proposed transaction.

On August 3, 2009, Mr. Cooper responded by letter to Mr. Regan on behalf of the Western Sizzlin special committee.
Mr. Cooper s letter indicated that the Western Sizzlin special committee was in the process of continuing to conduct
research with its advisors regarding the valuation and terms of the proposed transaction. Based on research to date,
however, Mr. Cooper advised that the Western Sizzlin special committee would be willing to move forward with a

transaction with Steak n Shake upon the following principal terms: (a) an increase in the purchase price to $14.00 per

share; (b) the debentures to be issued by Steak n Shake in the merger would not contain any call feature permitting the
prepayment thereof without penalty; and (c) the Steak n Shake debentures would contain certain covenants related to
restrictions on the total leverage, subordination only to senior secured debt and restrictions on the payment of
dividends.

The Steak n Shake special committee met by telephone to consider the August 3 letter from Mr. Cooper, and
determined that Western Sizzlin's proposal was not in the best interests of Steak n Shake. Mr. Regan then responded to
Mr. Cooper's letter by a letter to Mr. Cooper, dated August 4, 2009, which re-affirmed that Steak n Shake s July 28
indication of interest represented its last and best offer and that Steak n Shake had no room to negotiate on price. With
respect to the terms of the debentures, however, Mr. Regan indicated that the covenants requested in Mr. Cooper s
August 3™ letter were not necessarily contrary to Steak n Shake s proposal, but that the right to prepay the debenture to
be issued by Steak n Shake was of significant importance to the Steak n Shake special committee.

The Western Sizzlin special committee met on August 4, 2009 to consider Mr. Regan s response and discuss its
position and whether it should continue to negotiate the terms of the proposed transaction other than the purchase
price. Upon the special committee s request, a representative B. Riley advised that it would provide its preliminary

analysis of the valuation of Western Sizzlin s common stock to the special committee. The special committee directed
Mr. Cooper to inform Mr. Regan that it was discussing the purchase price and other terms of the proposal with its
advisors.
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Following the meeting, Mr. Cooper contacted Mr. Regan and informed him that the Western Sizzlin special
committee was discussing the purchase price and other terms of the proposal with its advisors.

On August 6, 2009, B. Riley submitted a draft summary of its preliminary analysis of the valuation of Western
Sizzlin s common stock to the special committee. A low, mean and high purchase price per share for Western Sizzlin s

common stock of $11.64, $12.44 and $13.45 per share (based upon the number of shares
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outstanding as of August 6, 2009) were presented and B. Riley noted that the purchase price proposed by Steak n
Shake fell between the mean and high prices of such range. Following a thorough discussion, and with the advice of
the special committee s legal counsel and financial advisors, the special committee directed Mr. Cooper to respond in
writing to Mr. Regan that Western Sizzlin would be willing to enter into a non-binding Letter of Intent containing the
price set forth in the July 28, 2009 indication of interest, a one year no-call period on the debentures to be issued by

Steak n Shake, registration under the Securities Act of the debentures and the covenants for the debentures that Mr.
Cooper requested in his August 3, 2009 letter. Mr. Cooper delivered a letter to Mr. Regan later that day along the lines
approved by the Western Sizzlin special committee.

Later on August 6, 2009, the Steak n Shake special committee met by telephone to discuss the August 6, 2009 letter
from Mr. Cooper, and concluded that it was in Steak n Shake's best interest to proceed with negotiations with Western
Sizzlin's special committee on the terms of that letter and authorized Cline Williams to prepare a draft of a letter of
intent.

On August 9, 2009, the Steak n Shake special committee met by telephone to review the draft of a proposed
non-binding Letter of Intent with respect to a reverse triangular merger of a Steak n Shake subsidiary with Western
Sizzlin, and authorized Mr. Regan to work with Cline Williams to finalize the draft letter and deliver the draft letter to
Mr. Cooper. Mr. Regan, on behalf of the Steak n Shake special committee, delivered the proposed Letter of Intent to
Mr. Cooper on August 9, 2009. The proposed Letter of Intent contained substantially the same principal terms that
Mr. Cooper indicated would be acceptable to the Western Sizzlin special committee in his August 6, 2009 letter.

The Western Sizzlin special committee met on August 10, 2009 to discuss with its legal counsel and financial advisors
the terms of the proposed Letter of Intent that was received from Mr. Regan. After discussion and based upon the
advice of the special committee s legal counsel and financial advisors, the Western Sizzlin special committee
authorized Mr. Cooper to execute the Letter of Intent on behalf of the special committee, with such changes suggested
by the special committee s legal counsel and financial advisors, and to enter into negotiations for a definitive
agreement. While the boards of directors of Western Sizzlin and Steak n Shake have evaluated and reviewed strategic
alternatives from time to time, neither company s board of directors nor any of the other Schedule 13e-3 Filing Persons
had considered any specific alternatives to the transaction contemplated by the proposed Letter of Intent, other than
the alternative of not proceeding with the proposed transaction. Following the meeting, Mr. Cooper sent to Mr. Regan
proposed changes to the draft Letter of Intent based on comments from the Western Sizzlin special committee s
advisors.

Following Mr. Regan's receipt of the proposed changes, the Steak n Shake special committee met by telephone on
August 10, 2009, and concluded that the proposed changes were acceptable, and authorized Mr. Regan to sign the
Letter of Intent, subject to receipt of a verbal update from Duff & Phelps of its comfort with the special committee's
proceeding on those terms on the basis of an updated financial analysis that Duff & Phelps was then undertaking.

On August 11, 2009, Western Sizzlin and Steak n Shake entered into the non-binding Letter of Intent relating to the
proposed merger of Western Sizzlin into a wholly-owned subsidiary of Steak n Shake. The Letter of Intent provided
for the following principal terms: (a) on or prior to closing of the proposed merger, Western Sizzlin would distribute
to its stockholders all of the Steak n Shake shares beneficially owned by Western Sizzlin; (b) the consideration
payable to Western Sizzlin s stockholders would be based on a net transaction valuation of $22,959,000 and, at
closing, each share of Western Sizzlin s common stock would be converted into the right to receive an amount equal to
approximately $8.11 per share (based upon the number of shares of Western Sizzlin common stock outstanding on
August 11, 2009) in the principal amount of debentures issued by Steak n Shake; and (c) the Steak n Shake debentures
would have a term of five (5) years, would bear interest at the rate of 14 percent per annum, would be pre-payable
without penalty at the option of Steak n Shake after one year from the date of issuance and would contain certain
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restrictive covenants along the lines outlined in Mr. Cooper s letter on August 3, 2009.

On August 12, 2009, the Steak n Shake Special Committee met to consider the issuance of a joint press release and, in
conjunction with that public announcement, a proposed amendment to the Letter of Intent to
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relieve Western Sizzlin of an obligation in the Letter of Intent not to solicit the interest of other potential interested
parties until after September 11, 2009, so that Western Sizzlin would be permitted immediately to shop Western
Sizzlin for sale to other potentially-interested purchasers from and after the public announcement. The Special
Committee authorized Mr. Regan to execute an amendment to the Letter of Intent that would relieve Western Sizzlin
of its obligation to avoid soliciting proposals other than from Steak n Shake in return for an expense reimbursement
clause or other protections of Steak n Shake in that regard acceptable to Mr. Regan in his discretion. On August 12,
2009, Steak n Shake and Western Sizzlin amended the Letter of Intent to remove Western Sizzlin's agreement
prohibiting it from shopping Western Sizzlin but requiring Western Sizzlin to reimburse Steak n Shake for up to
$300,000 of its expenses incurred in connection with the proposed transaction if Western Sizzlin should be sold within
the next twelve months to another company.

On August 13, 2009, Western Sizzlin and Steak n Shake issued a joint press release publicly announcing the execution
of the Letter of Intent.

Negotiation of the Merger Agreement and the Indenture

Following the execution of the Letter of Intent, during August 2009, legal counsel and financial advisors for each of
the Steak n Shake and Western Sizzlin special committees performed their due diligence review and discussed the
principal provisions of the definitive agreement. Steak n Shake's special committee hired the law firm of Ice Miller

LLP, Indianapolis, Indiana (which we refer to as Ice Miller), as successor counsel to Cline Williams during a special

meeting held by telephone on August 18, 2009. During that meeting, Ice Miller attorneys advised the special
committee that Ice Miller also represented Steak n Shake as to employee benefit law matters. No limitations were
placed on the authority of the Western Sizzlin special committee with respect to its authority to negotiate the terms of
the definitive agreement.

Also following the execution of the Letter of Intent, at the Special Committee s request, B. Riley conducted a market
test to solicit alternative acquisition proposals and address Western Sizzlin s strategic alternatives. As part of this
market test, B. Riley developed a confidentiality agreement, one page executive summary and descriptive
memorandum. The firm also created an electronic data room to facilitate the due diligence process.

B. Riley contacted a number of candidates to assess their interest in a transaction with Western Sizzlin. The firm
discussed the opportunity with restaurant concepts in the casual dining and family dining space and consumer oriented
private equity firms with active and/or past portfolio investments in the restaurant industry. B. Riley executed a
confidentiality agreement and delivered a descriptive memorandum to one potential target in the family dining space.
The party declined to pursue the opportunity after reviewing the descriptive memorandum. The majority of the parties
contacted declined to pursue the opportunity beyond early-stage discussions and a review of the one page executive
summary. Targeted parties who declined to pursue the opportunity cited:

lack of interest in the family dining and buffet segment;
a desire to focus on organic growth;
limited capital to pursue acquisitions;
a need to address their own internal operating issues;
the state of the U.S. economy; and
volatility in the U.S. credit markets.
In addition, B. Riley did not receive any inquiries regarding Western Sizzlin from outside parties after the
announcement that Western Sizzlin had received an unsolicited offer from Steak n Shake.
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On August 31, 2009, the Steak n Shake special committee met by telephone with legal counsel for the Steak n Shake
special committee to discuss the terms and conditions of a draft merger agreement that Ice Miller had circulated
among the special committee members. The special committee authorized Ice Miller to deliver the draft agreement to
Olshan as counsel for the Western Sizzlin special committee. On September 16, 2009, legal counsel for the Steak n
Shake special committee also provided the Western Sizzlin special
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committee and its legal counsel with a draft of the proposed voting agreements to be executed by certain Western
Sizzlin stockholders and of the indenture governing the debentures to be issued by Steak n Shake in the merger.

During the period from September 3, 2009 through October 20, 2009, each of the Steak n Shake and Western Sizzlin
special committees held several meeting concerning terms and status of negotiations with respect to the merger
agreement and the indenture. During this same period, legal counsel for each of the Steak n Shake and Western Sizzlin
special committees negotiated the terms of the merger agreement and indenture and circulated several revised drafts of
the documents, each of which was discussed at length by the respective special committees or their chairmen. In
addition, between such dates, counsel for the Steak n Shake special committee and each of the parties to the voting
agreements negotiated the final terms and provisions of the voting agreements.

The Steak n Shake special committee (represented by Ice Miller in such negotiations) proposed to the Western Sizzlin
special committee (represented by Olshan in such negotiations) the initial terms of the merger agreement, the
indenture and the voting agreements. While the merger agreement that was ultimately executed and delivered did not
vary fundamentally from the initial draft of merger agreement that was proposed by Ice Miller on behalf of the Steak n
Shake special committee to Olshan for consideration by the Western Sizzlin special committee, the initial draft of
merger agreement:

contemplated that the debentures to be issued to each of Western Sizzlin's shareholders would be subject to offset in

the event that Steak n Shake were damaged after the effective date of the merger by reason of any breach of the

merger agreement by Western Sizzlin or on account of certain types of claims (this offset request was rejected by

Western Sizzlin's special committee and that rejection was accepted by Steak n Shake's special committee);

fixed the termination fee to be payable by Western Sizzlin to Steak n Shake in certain events at a higher figure than

the figure that ultimately was negotiated between the parties and fixed by the merger agreement; and

contemplated that the distribution by Western Sizzlin of its shares of Steak n Shake to Western Sizzlin's shareholders

would occur immediately prior to effectiveness of the merger (the parties ultimately agreed in the merger agreement

that this distribution would be made as soon as practicable after execution of the merger agreement).

Similarly, the indenture as initially proposed by Ice Miller on behalf of the Steak n Shake special committee to Olshan

on behalf of the Western Sizzlin special committee did not vary fundamentally from the terms of the indenture
ultimately agreed to, in form, by the parties as part of the merger agreement; principal terms of negotiation between
Ice Miller and Olshan on behalf of their respective clients centered upon:

the appropriate value of the minimum pro forma fixed charge coverage ratio of Steak n Shake within which
Steak n Shake would have freedom under the indenture to incur other debt or to purchase its own stock or
pay dividends to its stockholders;
the determination of what types (and in what amount) of debt that Steak n Shake could incur that would be senior in
right of payment to the debentures; and
the types of events that would constitute events of default under the indenture.
The form of voting agreement as initially proposed by Ice Miller on behalf of the Steak n Shake special committee did
not vary fundamentally from the form of voting agreement ultimately accepted by the parties to such voting
agreements at the request of the special committee of Western Sizzlin.

The parties completed negotiations and came to agreement on all remaining open issues relating to the merger
agreement and the indenture on or about October 20, 2009 and revised drafts of the merger agreement and indenture

were circulated to all parties by the Steak n Shake special committee s legal counsel on October 17, 2009.
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Recommendations and Approvals of the Western Sizzlin Special Committee
and Board of Directors

On October 22, 2009, the Western Sizzlin special committee met to consider the proposed merger and its potential
benefits to the company and its stockholders. The special committee and representatives of its legal counsel discussed
the recent developments with respect to the negotiations and the resolution of the principal terms of the merger
agreement and the indenture. B. Riley provided to the special committee its financial analysis of the proposed
transaction, and then delivered to the special committee its oral opinion (subsequently confirmed in writing) to the
effect that, as of October 22, 2009, and subject to and based upon the assumptions made, matters considered and limits
of the review set forth in its opinion, the consideration to be received by Western Sizzlin stockholders in the form of
debentures to be issued by Steak n Shake in the principal amount of approximately $8.07 per share was, after giving
effect indirectly to the distribution by Western Sizzlin of all shares of Steak n Shake common stock that it owned, fair
to Western Sizzlin s stockholders from a financial point of view. The Western Sizzlin special committee s legal counsel

reviewed with the members of the special committee their fiduciary duties under Delaware law, as well as the terms
and provisions of the merger agreement and the indenture. After extensive discussion, including an in-depth analysis
of the reasons for engaging in the transaction, the Western Sizzlin special committee unanimously determined that the
merger and the merger agreement were advisable and fair to Western Sizzlin and in the best interest of Western
Sizzlin s stockholders. Accordingly, the Western Sizzlin special committee unanimously recommended that the full
board of directors adopt the merger agreement and approve the transactions contemplated thereby.

Later that day, the full board of directors of Western Sizzlin met to consider the proposed merger and its potential
benefits to Western Sizzlin and its stockholders. Mr. Cooper updated members of the board concerning recent
developments with respect to the proposed merger with Steak n Shake. Mr. Cooper presented the board of directors
with drafts of the merger agreement and the indenture and discussed the terms and conditions thereof. Mr. Cooper
advised the full board of directors that B. Riley had delivered to the special committee its oral opinion to the effect
that, as of October 22, 2009, and subject to and based upon the assumptions made, matters considered and limits of
the review set forth in its opinion, the consideration to be received by Western Sizzlin stockholders in the form of
debentures to be issued by Steak n Shake in the principal amount of approximately $8.08 per share (based upon the
number of shares of Western Sizzlin common stock outstanding on October 22, 2009) was, after giving effect to the
distribution by Western Sizzlin of all shares of Steak n Shake common stock that it owned indirectly, fair to Western
Sizzlin s stockholders from a financial point of view. Mr. Cooper further advised that the special committee had
unanimously recommended that the full board of directors adopt the merger agreement and approve the transactions
contemplated thereby. Following a discussion, the full board of directors of Western Sizzlin, acting upon the
recommendation of the special committee, unanimously determined that the merger and the merger agreement were
advisable and are fair to Western Sizzlin and in the best interest of Western Sizzlin s stockholders. Accordingly, the
Western Sizzlin board of directors unanimously approved the merger agreement and resolved to recommend that its
stockholders adopt the merger agreement and approve the transactions contemplated thereby. In doing so, the Western
Sizzlin board of directors believed that:

having attempted unsuccessfully to negotiate an increase of the purchase price, it could not expect Steak n Shake to
offer more in the merger;

any significant delay in signing a definitive agreement with Steak n Shake could cause Steak n Shake to
withdraw its expression of interest;
Western Sizzlin had not received any competing indications of interest from other interested parties since the public
announcement of the transaction or in connection with the limited market check performed by B. Riley and, as a result
of the recent deterioration of general economic conditions and the current uncertainty with respect to the timing and
scope of a sustained recovery of the general economy as well as the negative trends in the casual dining restaurant
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market in recent years, Western Sizzlin might not be able to attract a comparable bid to acquire the company for a
significant period of time, or at all (see Recommendation of the Western Sizzlin Special Committee; Reasons for, and
Effects and Fairness of, the Merger and Recommendation of the Western Sizzlin Board of Directors; Reasons for,
and Effects and Fairness of, the Merger for a full description of the Board s considerations in approving the transaction
price);
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despite the fact that the special committee had tried unsuccessfully to negotiate an increase in the purchase price with
Steak n Shake and Western Sizzlin had not received any competing indications of interests from other interests
parties, a business combination with a strategic acquirer such as Steak n Shake would, nonetheless, be in the best
interest of Western Sizzlin and its stockholders at this juncture and would maximize stockholder value in light of
substantial current uncertainty regarding Western Sizzlin s future earnings and future prospects resulting from various
challenges to Western Sizzlin s current business plan, including increased competition in the restaurant industry in
which Western Sizzlin operates, increases in the prices of key commodities and certain food supplies and the general
economic downturn and downward trend of consumer spending throughout the United States since 2008; and

as a result of the relatively low volume of trading activity in the market for Western Sizzlin s common stock, Western
Sizzlin s stockholders may not be able to sell their shares without significantly decreasing the market price for those
shares and Western Sizzlin s stockholders may not have another opportunity in the foreseeable future, if at all, to
realize the full value of their shares of Western Sizzlin common stock.

Recommendation and Approvals of the Steak n Shake Special Committee and
Board of Directors

On the morning of October 20, 2009, the Steak n Shake special committee met by telephone to consider the proposed
merger and its potential benefits to Steak n Shake. The special committee and representatives of its legal counsel
discussed the recent developments with respect to the negotiations and the resolution of the principal terms of the

merger agreement and the indenture, and the results of the investigation that had been undertaken by counsel and tax
advisors to Steak n Shake of certain legal and tax matters relating to Western Sizzlin or the merger proposal. The
special committee adjourned the telephone meeting until the afternoon of October 21, 2009, to be reconvened in

Indianapolis, Indiana.

On the afternoon of October 21, 2009, Duff & Phelps provided to the special committee its financial analysis of the
proposed transaction, and then delivered to the special committee its oral opinion (subsequently confirmed in writing)
to the effect that, as of October 21, 2009, and subject to and based upon the assumptions made, matters considered and

limits of the review set forth in its opinion, the terms of the merger agreement were fair, from a financial point of
view, to the public shareholders of Steak n Shake. After extensive discussion, including an in-depth analysis of the
reasons for engaging in the transaction, the Steak n Shake special committee unanimously determined that the merger
and the merger agreement were in the best interests of Steak n Shake and unanimously recommended that the full
board of directors approve the merger agreement and approve the transactions contemplated thereby.

After the adjournment of the special committee meeting, the full board of directors of Steak n Shake met to consider
the proposed merger. Mr. Regan discussed with the members of the board of directors the drafts of the merger
agreement and the indenture that had been provided to each of them in advance of the meeting, and advised the full
board of directors that Duff & Phelps had delivered to the special committee its oral opinion to the effect that, as of
October 21, 2009, the terms of the merger agreement were fair, from a financial point of view, to the public
shareholders of Steak n Shake. Mr. Regan further advised that the special committee had unanimously recommended
that the full board of directors approve the merger agreement and the transactions contemplated thereby including the
issuance of the debentures. Following a discussion, the full board of directors of Steak n Shake, in reliance in part
upon the recommendation of the special committee, unanimously determined that the merger and the merger
agreement were advisable and in the best interests of Steak n Shake and unanimously approved the merger agreement.

Execution of the Merger Agreement and Voting Agreements

On October 22, 2009, Steak n Shake, Merger Sub and Western Sizzlin executed the merger agreement. In addition, in
connection with the merger agreement, each of the Lion Fund and Dash Acquisitions, LLC entered into voting

Recommendation and Approvals of the Steak n Shake Special Committee and Board of Directors 70



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

agreements with Steak n Shake on October 22, 2009. These two voting agreements had been requested by the Steak n
Shake Special Committee in connection with its negotiation of the merger agreement terms and in communication
with Olshan, and were approved in substance in the forms requested. Also on October 22, 2009, Western Sizzlin and
Steak n Shake issued a joint press release announcing the signing of the merger agreement.
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Position of Schedule 13e-3 Filing Persons as to the
Fairness of the Merger

Under the rules of the Exchange Act and the SEC regulations promulgated thereunder governing going-private
transactions, Western Sizzlin, Steak n Shake, Merger Sub, Sardar Biglari and Philip L. Cooley, which we refer to,
collectively, as the Schedule 13e-3 Filing Persons, are engaged ina going private transaction and, therefore, are
required to express their beliefs as to the substantive and procedural fairness of the merger to Western Sizzlin s
unaffiliated stockholders. The Schedule 13e-3 Filing Persons are making the statements included in this subsection
solely for the purposes of complying with the requirements of Rule 13e-3 and related rules under the Exchange Act
that may be applicable to the merger and the other transactions contemplated by the merger agreement. The views of
the Schedule 13e-3 Filing Persons as to the fairness of the proposed merger should not be construed as a
recommendation to any of Western Sizzlin s stockholders as to how such stockholder should vote on the proposal to
adopt and approve the merger agreement and the merger.

The Schedule 13e-3 Filing Persons did not participate in the deliberations of the Western Sizzlin special committee or
Western Sizzlin board of directors regarding, and did not receive advice from the Western Sizzlin special committee s
legal or financial advisors as to, the fairness of the merger to Western Sizzlin s stockholders. The Steak n Shake special
committee engaged Duff & Phelps as its independent financial advisor to provide certain financial advisory services
with respect to a business combination with Western Sizzlin. Duff & Phelps has not provided an opinion with respect
to the fairness of the merger or the merger consideration to Western Sizzlin stockholders.

The interests of Western Sizzlin s unaffiliated stockholders were represented by the special committee comprised of
independent and disinterested Western Sizzlin s directors, which had the exclusive authority to review, evaluate and
negotiate the terms and conditions of the merger agreement on Western Sizzlin s behalf, with the assistance of the
Western Sizzlin special committee s independent financial and legal advisors. Accordingly, the Schedule 13e-3 Filing
Persons relied upon the Western Sizzlin special committee to evaluate the merger and to engage a financial advisor for
the purpose of reviewing and evaluating the merits of the proposed merger from Western Sizzlin s stockholders
viewpoint. On the basis of the beliefs of the Western Sizzlin special committee, the Schedule 13e-3 Filing Persons
believe that (a) the merger consideration is substantively fair to the unaffiliated Western Sizzlin stockholders and (b)
the merger is procedurally fair to Western Sizzlin s unaffiliated stockholders on the basis of the factors described under

Recommendation of the Western Sizzlin Special Committee; Reasons for, and Effects and Fairness of, the Merger
and Recommendation of the Western Sizzlin Board of Directors; Reasons for, and Effects and Fairness of, the
Merger. The Schedule 13e-3 Filing Persons agree with and expressly adopt the analyses and conclusions of the

Western Sizzlin special committee and the Western Sizzlin board of directors, based upon the reasonableness of those
analyses and conclusions, which they adopt, with respect to the fairness of the merger to such unaffiliated
stockholders.

In addition, the Schedule 13e-3 Filing Persons considered the fact that the Western Sizzlin special committee
received, solely for its benefit and use, an opinion from B. Riley to the effect that and subject to the various
assumptions set forth therein, as of October 22, 2009, the date of its opinion, that the merger consideration of
debentures issued by Steak n Shake in the principal amount of approximately $8.08 per share (based upon the number
of shares of Western Sizzlin common stock outstanding on October 22, 2009) to be received pursuant to the merger
agreement by the holders of shares of Western Sizzlin s common stock was fair, from a financial point of view, to
Western Sizzlin s stockholders. While the opinion of B. Riley addressed fairness with respect to the consideration to be
received by all Western Sizzlin's stockholders pursuant to the merger agreement, the Schedule 13e-3 Filing Persons
believed that the opinion of B. Riley supported its determination with respect to the fairness of the merger
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consideration to stockholders unaffiliated with Western Sizzlin because all of Western Sizzlin s stockholders,
including its unaffiliated stockholders, will be entitled to receive the same per share merger consideration under the
terms of the merger agreement and no affiliates of Western Sizzlin will receive any additional benefits under the terms
of the merger agreement. Therefore, the Schedule 13e-3 Filing Persons agree with and expressly adopt the opinion of
B. Riley to the Western Sizzlin special committee with respect to the fairness of the merger to Western Sizzlin s
unaffiliated stockholders, based upon the reasonableness of such opinion and the reasonableness of the analyses and
conclusions underlying such opinion, which the Schedule 13e-3 Filing Persons also expressly adopt.
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Although Messrs. Biglari and Cooley are current directors and/or officers, because of their differing interests in the
merger, they did not participate in the Western Sizzlin special committee s evaluation or approval of the merger
agreement and the merger. For these reasons, Messrs. Biglari and Cooley do not believe that their interests in the
merger influenced the decision of the Western Sizzlin special committee with respect to recommending the merger
agreement or the merger.

The foregoing discussion of the information and factors considered and given weight by the Schedule 13e-3 Filing
Persons in connection with the fairness of the merger agreement and the merger is not intended to be exhaustive but is
believed to include all material factors they considered. The Schedule 13e-3 Filing Persons did not find it practicable
to assign, and did not assign, relative weights to the individual factors considered in reaching its conclusion as to the
fairness of the merger to the unaffiliated Western Sizzlin stockholders. Rather, their fairness determination was made
after consideration of all of the above factors as a whole.

Purposes of the Merger for the Schedule 13e-3 Filing
Persons

Purposes of Steak n Shake and Merger Sub

If the proposed merger is completed, Western Sizzlin will become a direct subsidiary of Steak n Shake. For Steak n
Shake and Merger Sub, the purpose of the merger is to effectuate the transactions contemplated by the merger
agreement.

Purposes of Sardar Biglari and Philip L. Cooley

For each of Sardar Biglari and Philip L. Cooley, the primary purpose of the merger is to benefit in their capacities as a
director, officer and stockholder of Steak n Shake from the potential benefits that may result from the combination of
Steak n Shake s and Western Sizzlin s businesses, including the creation of a more diversified restaurant company with
increase cash flow, the strengthening of the combined company s market position and the potential that the combined
company will have an opportunity for cost savings. In their capacities as Western Sizzlin stockholders, Sardar Biglari s
and Philip L. Cooley s purpose for the merger is to convert their interests as stockholders into interests in the
debentures.

Purposes of Western Sizzlin

The purpose of the merger for Western Sizzlin is to enable Western Sizzlin s stockholders (other than stockholders
who properly exercise their dissenters rights of appraisal under Delaware law) to immediately realize the value of their
investment in Western Sizzlin through their receipt of a pro rata portion of the merger consideration of debentures. For

the reasons discussed under Recommendation of the Western Sizzlin Special Committee; Reasons for, and Effects
and Fairness of, the Merger and Recommendation of the Western Sizzlin Board of Directors; Reasons for, and Effects

and Fairness of, the Merger, the Western Sizzlin special committee and board of directors unanimously determined

that the merger agreement and the merger are advisable, fair to and in the best interests of Western Sizzlin and its

unaffiliated stockholders.

Purposes of the Merger for the Schedule 13e-3 Filing Persons 74



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

Recommendation of the Western Sizzlin Special
Committee;
Reasons for, and Effects and Fairness of, the Merger

The Western Sizzlin special committee, comprised entirely of disinterested directors and acting with the advice and
assistance of its own legal and financial advisors, evaluated and negotiated the merger agreement with Steak n Shake.
At a meeting held on October 22, 2009, the Western Sizzlin special committee, after considering the presentations of

its financial and legal advisors, unanimously:

Resolved that the merger and the merger agreement are fair to, advisable and in the best interest of Western Sizzlin

and its stockholders,
Recommended to the full board of directors of Western Sizzlin that it adopt the merger agreement and approve the

merger, and
Recommended to the full board of directors of Western Sizzlin that it recommend that Western Sizzlin s stockholders

adopt the merger agreement and approve the merger.
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In the course of reaching the determinations and decisions and making the recommendations described above, the
special committee considered the following substantive positive factors and potential benefits of the merger agreement
and the merger, each of which the special committee believed supported its decision:

The special committee s belief that the merger consideration of debentures issued by Steak n Shake in the principal
amount of approximately $8.08 per share (based upon the number of shares of Western Sizzlin common stock
outstanding on October 22, 2009) is more favorable to Western Sizzlin s unaffiliated stockholders than the potential
value that might result from continuing with Western Sizzlin s current business plan:
The fact that the distribution of the shares of Steak n Shake s common stock beneficially owned by an investment
subsidiary of Western Sizzlin pursuant to the terms of the merger agreement would effectively reduce the enterprise
value of Western Sizzlin by an amount equal to the market value of the Steak n Shake shares to be distributed, and the
special committee s belief that the merger consideration is fair to Western Sizzlin s unaffiliated stockholders in relation
to such reduced enterprise value of Western Sizzlin after giving effect to the distribution of the Steak n Shake shares
to be distributed;
The fact that the merger consideration of approximately $8.08 per share (based upon the number of shares of Western
Sizzlin common stock outstanding on October 22, 2009), together with the market value on October 21, 2009 of the
shares of Steak n Shake s common stock that were to be distributed to Western Sizzlin s stockholders pursuant to the
merger agreement, represent a premium of approximately 4.1% over the closing market price of Western Sizzlin s
common stock on August 12, 2009, the last trading day before Western Sizzlin announced its entry into a letter of
intent with Steak n Shake relating to the merger;
The special committee s belief that the restrictive covenants set forth in the debentures protect Western Sizzlin s
unaffiliated stockholders by improving the likelihood that all principal and interest under the debentures would be
paid in full when due, including the following covenants:
oa restriction prohibiting Steak n Shake from declaring or paying dividends on its equity securities or prepaying
certain indebtedness, unless Steak n Shake satisfies a financial ratio set forth in the indenture;
oa restriction prohibiting Steak n Shake from issuing additional debt unless Steak n Shake satisfies a financial ratio set
forth in the indenture;
oa restriction prohibiting Steak n Shake from incurring any indebtedness (other than certain indebtedness capped at a
maximum of $50 million at any one time) that is senior in right of payment to the debentures;
and the fact that if any of the restrictive covenants set forth in the debentures are violated, the trustee under the
indenture governing the debentures or the holders of at least 25% of the principal amount of the debentures will be
permitted to require the immediate repayment of the debentures, subject to any applicable cure periods;

The special committee s belief that the merger consideration is fair to Western Sizzlin s unaffiliated stockholders in
light of the special committee s belief that Western Sizzlin faces substantial challenges if it continues with its current
business plan, based upon Western Sizzlin s historical and current financial performance and results of operations, its
prospects and long-term strategy, its competitive position in the industry, the outlook for the casual dining sector of
the restaurant industry and general economic and financial market conditions, which challenges include:
© the steady declines Western Sizzlin has experienced in its existing franchise base for the past several years;

othe fact that Western Sizzlin s restaurant base, both franchised and company-owned, is smaller and less

geographically diverse than many other restaurant chains with which Western Sizzlin competes; and
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the fact that there has been substantial uncertainty and disruption in the capital and credit markets over the past
°twelve months, which could have an adverse effect on Western Sizzlin s business, including the future operating

results of Western Sizzlin s restaurants and the value of Western Sizzlin s investments;

The opinion the special committee received from B. Riley, which was delivered orally at the special committee
meeting on October 22, 2009, and subsequently confirmed in writing, that, as of October 22, 2009, the date of the
opinion, and based upon and subject to the factors, assumptions, limitations, qualifications and other conditions set
forth in the opinion, the merger consideration to be received by Western Sizzlin s stockholders (other than Steak n
Shake, Merger Sub or Western Sizzlin, or Western Sizzlin stockholders who perfect and do not withdraw their
appraisal rights under Delaware law, in the merger, after giving effect to the pro rata distribution of the 1,322,806
shares of Steak n Shake common stock that were then beneficially owned by Western Sizzlin s subsidiaries, in the
aggregate) is fair to the Western Sizzlin s stockholders from a financial standpoint, which opinion the special
committee agrees with and expressly adopts, based upon the reasonableness of such opinion and the reasonableness of
the analyses and conclusions underlying such opinion, which the special committee also expressly adopts.

The presentation by B. Riley to the special committee on October 22, 2009 in connection with the foregoing opinion,
which described and supported the analyses and conclusions expressed in B. Riley s opinion, and which is described
under the section of this proxy statement/prospectus entitled ~ Opinion of the Financial Advisor of the Western Sizzlin
Special Committee ;

The special committee s belief that the merger consideration was fair to Western Sizzlin s unaffiliated stockholders,
based upon the fact that by approving the merger, Western Sizzlin s unaffiliated stockholders would receive
debentures under the terms of the merger agreement that would entitle the holder thereof to receive interest payments
semiannually in cash at a rate of 14% per annum and will rank senior to Steak n Shake s common stock with respect to
rights upon Steak n Shake s liquidation, dissolution or winding up, which the special committee believed would be fair
to Western Sizzlin s unaffiliated stockholders when compared to the alternative of continuing to own Western Sizzlin
common stock, because the debentures received by Western Sizzlin s unaffiliated stockholders would no longer be
subject to the risks that arise from owning an equity interest in Western Sizzlin. These risks include the risk that the
market price for Western Sizzlin s common stock could be adversely affected by earnings fluctuations that may result
from changes in Western Sizzlin s operations specifically and changes in the restaurant industry generally, or from
changes in the value of marketable securities owned by Western Sizzlin, and the risk that Western Sizzlin s
stockholder may not be able to realize the full value of their shares due to the relatively illiquid market for Western
Sizzlin s common stock;

The special committee s belief that the issuance to Western Sizzlin s stockholders, including its unaffiliated
stockholders, of the Steak n Shake debentures in the aggregate principal amount of $22,959,000 pursuant to the terms
of the merger agreement, after distribution to its stockholders of the shares of Steak n Shake common stock that
Western Sizzlin beneficially owns, was the highest consideration that could be negotiated with Steak n Shake, which
supported the special committee s belief that a transaction providing higher consideration to Western Sizzlin s
unaffiliated stockholders could not be obtained at this time, if at all, and, therefore, the merger consideration was fair
to Western Sizzlin s unaffiliated stockholders;

The special committee s belief that Western Sizzlin s unaffiliated stockholder may not be able to recognize the full
value of their shares in the market because the market price for Western Sizzlin s common stock may be depressed by
the fact that Western Sizzlin incurs significant costs of remaining a public company, including the legal, accounting
and transfer agent fees and expenses and printing costs necessary to satisfy the reporting obligations of the federal
securities laws, but Western Sizzlin does not realize the full benefits of being a public company, as its ability to access
capital markets is limited by the relatively low trading volume in the market for Western Sizzlin s
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common stock, the lack of analyst followings and other factors, which, taken together, supported the special
committee s belief that the merger consideration to be received pursuant to the terms of the merger agreement is fair
and in the best interest of Western Sizzlin s unaffiliated stockholders;
The special committee s belief that the merger consideration is fair to Western Sizzlin s unaffiliated stockholders in
light of the fact that no alternative acquisition proposal for Western Sizzlin had been submitted since the
announcement of Steak n Shake s proposal on August 13, 2009, which supported the special committee s belief that an
offer from a third party to acquire Western Sizzlin for a better price than was offered under the terms of the merger
agreement was not available and might not be available in the foreseeable future and, accordingly, that the merger
consideration offered pursuant to the merger agreement was fair to Western Sizzlin s unaffiliated stockholders when
compared to the alternative of continuing with the company s current business plan, as discussed above, and in light of
the lack of any indications of interest in an alternative transaction from a third party;
The terms and conditions of the merger agreement that the special committee believes will protect the interests of
Western Sizzlin s unaffiliated stockholders, including:
The absence of a financing condition to Steak n Shake s obligation to consummate the transaction, which the special
committee believed was in the best interest of Western Sizzlin s unaffiliated stockholders by increasing the likelihood
othat the merger would be consummated, thereby reducing the risks that Western Sizzlin s unaffiliated stockholders
would face if Western Sizzlin were to continue with its existing business plan or seek to consummate a transaction
with another party instead of completing the transactions provided for under the merger agreement, as discussed
above;
The provisions of the merger agreement that provide the Western Sizzlin special committee with a 30 day post
signing go-shop period during which the special committee would have the right to actively solicit additional interest
in a transaction involving Western Sizzlin and provide that after such go-shop period, the Western Sizzlin special
committee would be permitted to continue any then on-going discussions with any third party that proposed an
alternative transaction that is a Superior Proposal, as defined in the merger agreement, and provide further that
ofollowing the go-shop period the Western Sizzlin special committee may respond to unsolicited Acquisition
Proposals, as such term is defined in the merger agreement, that are reasonably likely to constitute or lead to a
Superior Proposal, subject to the specified conditions as more fully described under The Merger Agreement
Restrictions on Solicitation of Other Offers, which provisions permitted the special committee to continue to seek an
alternative transaction during the period described above and respond to certain alterative proposals, subject to the
terms of the merger agreement, in order to ensure that the special committee obtained the most favorable transaction
for Western Sizzlin s unaffiliated stockholders;
The provisions of the merger agreement that provide that, subject to compliance with the terms and conditions of the
merger agreement, if a third party has proposed an alternative transaction that is a Superior Proposal at any time prior
to obtaining approval of the merger by Western Sizzlin s stockholders, the board is permitted to change its
recommendation, subject to the payment of a termination fee of $1,250,000 (or $837,500 under certain
°circumstances), and terminate the merger agreement in order to enter into a definitive agreement with respect to the
Superior Proposal, as more fully described below under the section of this proxy statement/prospectus entitled The
Merger Agreement Change in Recommendation, which provisions ensured that the special committee would have
the ability to pursue any alternative transaction that may be in the best interest of Western Sizzlin s unaffiliated
stockholders; and
The provisions of the merger agreement that authorize Western Sizzlin to terminate the merger agreement and
require Steak n Shake to pay Western Sizzlin a reverse termination fee of $500,000 if Steak n Shake breaches or fails
°to perform certain of its representations, warranties or covenants contained in the merger agreement under certain
circumstances, which provisions ensured that Western Sizzlin would be compensated for the losses it may incur in
the event of such termination; and
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The special committee s belief that the merger consideration is fair to Western Sizzlin s unaffiliated stockholders in
light of the timing of the merger during a period where the special committee believed that Western Sizzlin faced
substantial uncertainty and challenges with respect to its ability to successfully pursue its current business plan, and
the risk that if Western Sizzlin did not accept Steak n Shake s offer when it did, it might not have another opportunity
to do so, particularly in light of recent substantial capital market fluctuations that could make it more difficult to
finance the acquisition of Western Sizzlin, which supported the special committee s belief that the merger
consideration represented a greater value to Western Sizzlin s unaffiliated stockholders than the potential benefits that
could be realized by pursuing its current business plan or an alternative transaction and, therefore, that the merger
consideration was fair to Western Sizzlin s unaffiliated stockholders.

In the course of reaching the determinations and decisions, and making the recommendations, described above, the
special committee considered the following risks and potentially negative factors relating to the merger agreement, the

merger and the other transactions contemplated thereby:

That Western Sizzlin s stockholders will have no ongoing equity participation in the company following the merger,
and that Western Sizzlin s stockholders will cease to participate in Western Sizzlin s future earnings or growth or
benefit from increases in the value of Western Sizzlin s common stock;
That Western Sizzlin s stockholders will be exposed to credit risk with respect to Steak n Shake and will bear the risk
of a decrease in Steak n Shake s financial health, profitability and cash flow, whether as a result of operating or market
factors, which could impact Steak n Shake s ability to repay the debentures;
The debentures are subordinated to all of Steak n Shake s senior secured debt, the aggregate amount of
which was approximately $13,680,000 as of July 1, 2009, subject to certain leverage restrictions, which
increases the risk that Steak n Shake may not be able to pay all principal of and interest on the debentures;
Since the merger consideration is non-cash, no assurance can be made with respect to the accuracy of the valuation of
the debentures to be received by Western Sizzlin s stockholders;
That the per share principal amount of Steak n Shake debentures to be issued to Western Sizzlin s stockholders,
together with the market value on October 21, 2009 of the shares of Steak n Shake s common stock that were to be
distributed to Western Sizzlin s stockholders pursuant to the merger agreement, did not represent a premium over the
market price of Western Sizzlin s common stock on various dates prior to and following the public announcement of
the execution of the letter of intent providing the principal terms of the proposed merger;
The merger agreement contains restrictions on the conduct of Western Sizzlin s business prior to the completion of the
merger, generally requiring Western Sizzlin to conduct its business only in the ordinary course, subject to specific
limitations, which may delay or prevent Western Sizzlin from undertaking business opportunities that may arise
pending completion of the merger and the length of time between signing and closing when these restrictions are in
place;
The risks and costs to Western Sizzlin if the merger does not close, including the diversion of management and
employee attention, potential employee attrition and the potential effect on business and customer relationships;
That the receipt of debentures in exchange for shares of Western Sizzlin s common stock pursuant to the merger will
be a taxable sale transaction for U.S. federal income tax purposes;
That the directors and officers of Western Sizzlin exercise voting control, individually and through entities over for
which they exercise voting control, in the aggregate, over approximately 42.6% of the outstanding shares of Western
Sizzlin s common stock, and, as a result, only a small minority of
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Western Sizzlin s unaffiliated stockholders need to vote for the merger for it to be approved, which requires the
affirmative vote of the holders of at least a majority of all of the outstanding shares of Western Sizzlin common stock
entitled to vote;

The merger agreement s limitations on Western Sizzlin s ability to solicit other offers after the end of the go-shop
period, which restricts the special committee s ability to continue to actively seek an alternative transaction that could
be more favorable to Western Sizzlin s unaffiliated stockholders;

The possibility that, in the event of termination of the merger agreement, Western Sizzlin may be required to pay a
termination fee of $1,250,000 (or $837,500 under certain circumstances);

That Steak n Shake s maximum exposure for wrongfully failing to close or breaching the merger agreement under
certain circumstances, even if the breach is willful or deliberate, is limited to its payment of a reverse termination fee
in the amount of $500,000; and

That Steak n Shake s obligation to consummate the merger is subject to certain conditions outside of Western Sizzlin s
control.

In the course of reaching the determinations and decisions, and making the recommendations described above, the
special committee also considered the following factors relating to the procedural safeguards that the special
committee believes were and are present to ensure the fairness of the merger and to permit the special committee to
represent the interests of Western Sizzlin s unaffiliated stockholders, each of which the special committee believed

supported its decision and provided assurance of the fairness of the merger to Western Sizzlin and its unaffiliated
stockholders:

That the special committee consists solely of independent and disinterested directors who are not Western Sizzlin s
employees and have no financial interest in the merger that is different from that of the unaffiliated stockholders
(other than the acceleration of options to acquire Western Sizzlin s shares of common stock);
That the members of the special committee were adequately compensated for their services and that their
compensation for serving on the special committee was in no way contingent on their approving the merger
agreement and the merger and taking the other actions described in this proxy statement/prospectus;
That the special committee retained and was advised by Olshan Grundman Frome Rosenzweig & Wolosky LLP, its
legal counsel;

That the special committee retained and was advised by B. Riley, its financial advisor;
That, to solicit alternative acquisition proposals and address Western Sizzlin s strategic alternatives, B. Riley contacted
a number of candidates to assess their interest in a transaction with Western Sizzlin, none of whom elected to pursue a
potential transaction with Western Sizzlin, which supported the special committee s belief that an alternative
transaction on terms more favorable to Western Sizzlin s unaffiliated stockholders may not be available in the
foreseeable future;
The fact that no alternative acquisition proposal for Western Sizzlin had been submitted since the announcement of
the entry into a letter of intent with respect to the proposed merger with a subsidiary of Steak n Shake s on August 13,
2009, which also supported the special committee s belief that an alternative transaction on terms more favorable to
Western Sizzlin s unaffiliated stockholders may not be available for the foreseeable future;
That the special committee received an opinion from its financial advisor, B. Riley, which was delivered orally at the
special committee meeting on October 22, 2009, and subsequently confirmed in writing, that, as of October 22, 2009,
the date of the opinion, and based upon and subject to the factors, assumptions, limitations, qualifications and other
conditions set forth in the opinion, the merger consideration of debentures issued by Steak n Shake in the principal
amount of approximately $8.08 per share (based upon the number of shares of Western Sizzlin common stock

outstanding on October 22, 2009) to be received pursuant to the merger agreement by the holders of
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shares of Western Sizzlin s common stock was fair, from a financial point of view, to Western Sizzlin s stockholders,
and that all Western Sizzlin stockholders, including unaffiliated stockholders, will receive the same consideration in
the merger;

That the special committee was involved in extensive deliberations over a period of almost three months regarding the
proposal, and was provided with access to Western Sizzlin s management in connection with the due diligence
conducted by its advisors, which supported the special committee s belief that it had obtained the most favorable terms
reasonably possible for Western Sizzlin s unaffiliated stockholders;

That the special committee, with the assistance of its legal and financial advisors, negotiated with Steak n Shake and
its representatives; as a result, the committee successfully negotiated for the inclusion of certain terms of the merger
agreement and indenture that the special committee believed protect the interests of Western Sizzlin s unaffiliated
stockholders;

That the special committee had ultimate authority to decide whether or not to proceed with a transaction or any
alternative thereto, which ensured that the special committee would have the ability to approve or disapprove the
merger or any alterative thereto in accordance with the best interests of Western Sizzlin s unaffiliated stockholders;
That the special committee, from its inception, was authorized to consider strategic alternatives with respect to
Western Sizzlin, including Western Sizzlin s sale, which ensured that the special committee was authorized to pursue
any strategic alternative which may maximize stockholder value for Western Sizzlin s unaffiliated stockholders;

That the special committee was aware that it had no obligation to recommend any transaction, including the proposal
put forth by Steak n Shake, which ensured that the special committee could recommend that the company continue
with its current business plan, if it believed that such action would be in the best interest of Western Sizzlin s
unaffiliated stockholders;

That the merger agreement provides the special committee with a 30 day post signing go-shop period during which
the special committee will have the right to actively solicit additional interest in a transaction involving Western
Sizzlin and provides that after such go-shop period, the Western Sizzlin special committee would be permitted to
continue any then on-going discussions with any third party that proposed an alternative transaction that is a superior
proposal, and provides further that following the go-shop period the special committee may respond to unsolicited
acquisition proposals that are reasonably likely to constitute or lead to a superior proposal, subject to the specified
conditions as more fully described under The Merger Agreement Restrictions on Solicitation of Other Offers, which
provisions of the merger agreement permitted the special committee to continue to seek an alternative transaction
during the period described above and respond to certain alterative proposals, subject to the terms of the merger
agreement, in order to ensure that the special committee obtained the most favorable transaction for Western Sizzlin s
unaffiliated stockholders;

That the special committee made its evaluation of the merger agreement and the merger based upon the factors
discussed in this proxy statement/prospectus, independent of Messrs. Biglari, Cooley and Dash and with knowledge of
their interests; and

That the special committee was fully informed about the extent to which the interests of Messrs. Biglari, Cooley and
Dash in the merger differed from those of Western Sizzlin s other stockholders, which are discussed in the section of
this proxy statement/prospectus entitled  Interests of Steak n Shake and Western Sizzlin Directors and Executive
Officers in the Merger, which information enabled the special committee to determine that the merger was fair to
Western Sizzlin s unaffiliated stockholders, as the special committee believed that the interest of its unaffiliated
stockholders were not inconsistent with and would not be harmed as a result of any additional or different interests
that Messrs. Biglari, Cooley and Dash may have in the merger.
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The special committee did not consider net book value in determining the fairness of the merger to Western Sizzlin s

stockholders because of its belief that net book value, which is an accounting concept that is not commonly used as a

valuation metric in the restaurant, hotel or gaming industries, does not reflect historical or projected cash flows from

continuing operations and thus does not reflect Western Sizzlin s value or Western Sizzlin s market trading prices for
Western Sizzlin s common stock. In addition, while the special committee reviewed the various components of

Western Sizzlin s operations which could be sold separately, it did not consider liquidation value in determining the

fairness of the merger because of its belief that liquidation value does not present a meaningful valuation for Western
Sizzlin and its business as Western Sizzlin s value is derived from cash flows generated from Western Sizzlin s

continuing operations rather than the value of assets that might be realized in a liquidation.

The foregoing discussion of the information and factors considered by the special committee includes the material
factors considered by the special committee. In view of the variety of factors considered in connection with its
evaluation of the merger, the special committee did not find it practicable to, and did not quantify or otherwise assign
relative weights to, the specific factors considered in reaching its determination and recommendation. In addition,
individual directors may have given different weights to different factors. The special committee approved and
recommended the merger agreement and the merger based upon the totality of the information presented to and
considered by it.

Recommendation of the Western Sizzlin Board of
Directors;
Reasons for, and Effects and Fairness of, the Merger

On October 22, 2009, the full board of directors of Western Sizzlin met to consider the report and recommendation of
the Western Sizzlin special committee. On the basis of the special committee s recommendation and the other factors
described below, Western Sizzlin s board of directors unanimously:

determined that the merger agreement and the merger were advisable, fair to and in the best interests of Western
Sizzlin and its stockholders;
approved the merger agreement and the merger;
declared a special dividend in kind of the 1,322,806 shares of Steak n Shake s common stock beneficially owned by
Western Sizzlin; and
recommended that Western Sizzlin s stockholders vote to adopt the merger agreement and approve the merger.
In determining that the merger agreement and the merger were advisable, fair to and in the best interests of Western
Sizzlin and its stockholders, the full board of directors of Western Sizzlin considered:

the unanimous determination and recommendation of the special committee; and
the factors considered by the special committee, including the positive factors and potential benefits of the merger
agreement and the merger, the risks and potentially negative factors relating to the merger agreement and the merger,
the fairness opinion received by the special committee and the factors relating to procedural safeguards.
The foregoing discussion of the information and factors considered by Western Sizzlin s board of directors includes
the material factors considered by the board of directors. In view of the variety of factors considered in connection
with its evaluation of the merger, Western Sizzlin s board of directors did not find it practicable to, and did not
quantify or otherwise assign relative weights to the specific factors considered in reaching its determination and
recommendation. In addition, individual directors may have given different weights to different factors. The Western
Sizzlin board of directors approved and recommends the merger agreement and the merger based upon the totality of
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the information presented to and considered by it.

Other than as described in this proxy statement/prospectus, the Western Sizzlin board of directors is not aware of any
firm offers by any other person during the prior two years for a merger or consolidation of Western Sizzlin with
another company, the sale or transfer of all or substantially all of its assets or a purchase of its securities that would
enable such person to exercise control of Western Sizzlin.

36

Recommendation of the Western Sizzlin Board of Directors; Reasons for, and Effects and Fairness of, thé8®lerger



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

TABLE OF CONTENTS

The Western Sizzlin board of directors recommends that you vote FOR the adoption of the merger agreement
and approval of the merger.

Opinion of the Financial Advisor of the Western Sizzlin
Special Committee

Western Sizzlin s special committee engaged B. Riley as its financial advisor to assist the special committee in its
ongoing evaluation of Western Sizzlin s business and strategic direction. Throughout the process, the special
committee consulted with B. Riley regarding the Steak n Shake offer. On October 22, 2009, at a meeting of the special
committee, B. Riley rendered its oral opinion, which was subsequently delivered in writing, to the special committee
that, as of that date and based upon and subject to the assumptions, limitations and qualifications contained in its
opinion, the merger consideration to be received by Western Sizzlin s stockholders pursuant to the merger agreement
was fair, from a financial point of view.

The full text of the written opinion of B. Riley, dated October 22, 2009 (the Opinion ), which sets forth
assumptions made, matters considered, and limits on the scope of review undertaken, is attached as Appendix
B to this proxy statement and is incorporated herein by reference. Western Sizzlin stockholders are urged to
read the Opinion in its entirety. The summary of the Opinion set forth in this proxy statement/prospectus is
qualified in its entirety by reference to the full text of the Opinion.

B. Riley was not retained to serve as an advisor to or agent of any Western Sizzlin stockholder. The Opinion was
prepared for the special committee and is directed only to the fairness, from a financial point of view, as of the date of
the Opinion, of the consideration to be received by Western s stockholders pursuant to the merger agreement and does
not address Western Sizzlin s underlying business decision to enter into the merger agreement or any other terms of the

merger or the merger agreement. The Opinion does not constitute a recommendation to any Western Sizzlin s
stockholder as to whether such stockholder should provide its written consent to the merger or how such stockholder
should vote at any special meeting of the stockholders. Neither Western Sizzlin nor the Western Sizzlin special
committee placed any limitations on the scope of B. Riley s opinion.

B. Riley did not recommend the merger consideration to be paid in the merger. The merger consideration was
determined in negotiations between the special committees of both Western Sizzlin and Steak n Shake. No restrictions
or limitations were imposed on B. Riley by Western Sizzlin s special committee with respect to the investigations
made or the procedures followed by B. Riley in rendering its Opinion.

In connection with rendering its Opinion, B. Riley has, among other things:

1. reviewed a draft of the merger agreement, dated October 21, 2009, which was in substantially final form;
2. reviewed a draft form of the Form of Indenture, which was in substantially final form;
reviewed public filings and press releases prepared by Western Sizzlin and Steak n Shake senior management
‘related to each company s business and financial prospects;
reviewed non-public internal financial information and other data prepared by Western Sizzlin and Steak n Shake
“senior management (other than Mr. Biglari) related to each company s business and financial prospects;
discussed each company s business, operations, financial condition, future prospects and projected operations and
5.performance, on a stand-alone basis, with members of the Western Sizzlin and Steak n Shake senior management
teams (other than Mr. Biglari);
6.
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reviewed publicly available financial information and stock market data with respect to certain other companies
engaged in generally comparable businesses;
7. reviewed publicly available financial terms of relevant mergers and acquisitions;
reviewed the San Antonio real estate parcel s market appraisal prepared by Duggar, Canady, Grafe, Inc. (the San
"Antonio Appraisal );
9. reviewed and prepared various other financial analyses to assess Western Sizzlin s fair market value; and
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conducted such other financial studies, analyses and investigations and evaluated such other information, as B.
‘Riley deemed appropriate.
B. Riley also spoke with certain officers and employees of Western Sizzlin and Steak n Shake (other than Mr. Biglari)
to discuss the business and prospects of both companies and other matters B. Riley deemed relevant to its inquiry, and
considered such other data and information B. Riley judged necessary to render its Opinion.

In rendering its Opinion, B. Riley has assumed and relied upon the accuracy and completeness of all of the financial
and other information provided to or otherwise reviewed by or discussed with B. Riley and have assumed and relied
upon the representations and warranties of Western Sizzlin and Steak n Shake contained in the merger agreement. B.
Riley was not engaged to, and has not independently attempted to, verify any of such information. B. Riley has also
relied upon the management of Western Sizzlin and Steak n Shake as to the reasonableness and achievability of the
financial and operating projections (and the assumptions and basis therefore) provided to B. Riley by Western Sizzlin s
senior management (other than Mr. Biglari) and B. Riley has assumed that such projections were reasonably prepared
and reflect the best currently available estimates and judgments of Western Sizzlin and Steak n Shake. B. Riley has
not been engaged to assess the reasonableness or achievability of such projections or the assumptions on which they
were based and express no view as to such projections or assumptions. Western Sizzlin s board of directors reviewed
the non-public financial information provided to B. Riley and Duff & Phelps for accuracy and completeness and it
routinely reviews non-public financial information prepared by Western Sizzlin s management on a monthly basis.
Western Sizzlin s board of directors determined that B. Riley s and Duff & Phelps reliance on these materials was
reasonable in light of the fact that such materials were prepared in a manner consistent with past practices. In addition,
B. Riley has not conducted a physical inspection of any of the assets, properties or facilities of Western Sizzlin nor has
B. Riley furnished with any such evaluation or appraisal with the exception of the San Antonio Appraisal. B. Riley
has also assumed that all governmental, regulatory or other consents and approvals necessary for the consummation of
the merger and other transactions contemplated by the merger agreement will be obtained without material adverse
effect on Western Sizzlin or the merger.

B. Riley has not been asked to, nor does it, offer any opinion as to the material terms of the merger agreement or the
form of the merger. In rendering its opinion, B. Riley has assumed, with the consent of the special committee, that the
final executed form of the merger agreement does not differ in any material respect from the draft that we have
examined, and that the conditions to the merger as set forth in the merger agreement would be satisfied and that the
merger would be consummated on a timely basis in the manner contemplated by the merger agreement.

Without limiting the generality of the foregoing, B. Riley has undertaken no independent analysis of any pending or
threatened litigation, possible unasserted claims or other contingent liabilities, to which Western Sizzlin is a party or
may be subject.

It should be noted that this opinion is based on economic and market conditions and other circumstances existing on,
and information made available as of, the date hereof and does not address any matters subsequent to such date. In
addition, B. Riley s Opinion is, in any event, limited to the fairness, as of the date hereof, from a financial point of

view, of the consideration to be received by Western Sizzlin s stockholders pursuant to the merger agreement and does
not address Western Sizzlin s underlying business decision to effect the merger or any other terms of the merger. It
should be noted that although subsequent developments may affect B. Riley s Opinion, B. Riley does not have any

obligation to update, revise or reaffirm the Opinion.

The following is a brief summary of the analyses performed by B. Riley in connection with its Opinion. This summary
is not intended to be an exhaustive description of the analyses performed by B. Riley but includes all material factors
considered by B. Riley in rendering its Opinion. B. Riley drew no specific conclusions from any individual analysis,

but subjectively factored its observations from all of these analyses into its qualitative assessment of the merger
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consideration.

Each analysis performed by B. Riley is a common methodology utilized in valuations. Although other valuation
techniques may exist, B. Riley believes that the analyses described below, when taken as a whole, provide the most
appropriate analyses for B. Riley to arrive at its Opinion.
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The different analyses have been weighted to derive ranges of value for the operating assets and investments assets of
the subsidiaries, partnerships and business units that comprise Western Sizzlin. A list of Western Sizzlin s primary
entities is summarized below:

Western
Business Unit Economic
Interest
Western Sizzlin Franchise Corporation ( WSFC ) 1000 %
The Western Sizzlin Stores, Inc. ( WSSI ) 1000 %
Great American Partners-I, LLC ( GAP ) 50.0 %
Western Investments, Inc. ( Western Investments ) 1000 %
92.06 %
General Partner of Western Acquisitions, LP ( WA )
Western Properties, Inc. ( Western Properties ) 100.0 %
1000 %
General Partner of Western Real Estate, LP ( WRE )
Western Mustang Holdings LL.C (  Western Mustang ) 100.0 %
51.0 %
Mustang Capital Management, LLC ( MCM )
50.5 %

General Partner of Mustang Capital Advisors, LP ( MCA )
Premiums Paid Analysis

Using publicly available information, B. Riley reviewed 294 transactions involving United States targets since
January 1, 2008, excluding transactions in the financial services industry and real estate transactions. B. Riley
examined each acquisition target s one day, one week and one month closing stock price prior to the announcement of
the relevant transaction in order to calculate a range of acquisition premiums. Based upon this review, B. Riley
determined that the highest and lowest premiums offered in 2008 were as follows(!):

Premium
Buyer Seller Offered
Diversified Lending Group FONAR Corp. 575.7%
The Hartford Financial Services Group, Inc. Federal Trust Corp. 455.6%
CertainTeed Insulation, Inc. OFI Income Fund 408.3%
Golden Century Wealth Investment Ltd. IA Global. Inc. 328.6%
Medtronic, Inc. Restore Medical, 321.1%
Inc.
Buyer Seller Premium
y Offered
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JPMorgan Chase & Co., Inc. Bear Stearns Cos., Inc. -84.1%

Kohlberg & Co., LLC Centerplate, Inc. -43.6%

Bank of America Corp. Central Safe Investments Ltd. -35.7%

Heckmann Corp. China Water & Drinks, Inc. -35.1%

Banco Santandar SA Sovereign Bancorp. -32.2%
€ Excludes Sellers operating under Chapter 11.

B. Riley compared the premiums paid data set to Western Sizzlin s merger consideration premium. The premium is
calculated using Western Sizzlin s closing stock price of $12.75 on August 12, 2009, the last trading day prior to the
Letter of Intent ( LOI ) announcement. B. Riley also reviewed Western Sizzlin s historical volume weighted average
price ( VWAP ) data. The merger consideration of $8.08 per share (based on the number of shares of Western Sizzlin
common stock outstanding on October 22, 2009), together with the market value on October 21, 2009 of the shares of
Steak n Shake common stock that were to be distributed to Western Sizzlin s stockholders pursuant to the merger
agreement, represents a premium of approximately 4.1% over Western Sizzlin closing stock price on August 12, 2009.

The premiums paid analysis is not a strong benchmark due to the nature of the transaction structure, as the vast
majority of transactions reviewed by B. Riley involved consideration consisting of cash or stock or a combination of
cash and stock, and, in B. Riley s experience, transactions of this nature rarely involve consideration consisting
exclusively of debentures. Additionally, the nominal historical trading volume of

39

Premiums Paid Analysis 89



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

TABLE OF CONTENTS

Western Sizzlin s common stock and the ratio of Western Sizzlin s investment assets to its overall valuation.
Investment assets, which are generally valued by investors and merger partners at mark-to-market, comprise
approximately 50% of Western Sizzlin s market capitalization.

Discounted Cash Flow Analysis

B. Riley examined the value of Western Sizzlin s separate economic interests in WSFC, WSSI and GAP based on each
entity s projected free cash flow estimates. The free cash flow estimates were generated utilizing each entity s financial
projections that were prepared and furnished to B. Riley by Western Sizzlin s senior management, which were
prepared by Western Sizzlin s senior management (other than Mr. Biglari).

When evaluating Western Sizzlin s economic interest in WSFC, B. Riley utilized free cash flow estimates for the
three-month period ending December 2009 and the years ending December 31, 2010 through December 31, 2014. B.
Riley calculated a 17.8% weighted average cost of capital, or discount rate, using the Capital Asset Pricing Model and
the cost of capital for the comparable public companies. B. Riley s calculation of WSFC s weighted average cost of
capital as of October 21, 2009 is summarized below:

Derivation of Cost of Equity

Risk-Free Rate: 10 Year Treasury 2.28 %
Relevered Beta Using Selected Industry Data 150.00 %

Excess Return on S&P Stock Index 6.00 %
Unadjusted Equity Risk Premium 9.00 %

Add: Company Specific Risk Premium 750 %

Total Risk Premium 16.50%
Total Expected Return on Equity 18.78 %
After-Tax Cost of Debt

Pre-Tax Cost of Debt 7.30 %
Borrowing Premium 2.00 %
Effective Cost of Debt 9.30 %
Tax Rate 38.00%
After-Tax Cost of Debt 577 %

Weighted Average Cost of Capital (WACC)

Debt / Equit Weighted After
Industry Capital Structure Uity Cost of Capital ~ Tax Cost of
Ratio .
Capital
Equity 92.50 % 18.78 % 17.37 %
Debt 7.50 % 5.77 % 0.43 %
WSFC WACC 17.80 %

Next, B. Riley calculated terminal values using a range of EBITDA multiples (6.5x to 8.0x) around the adjusted mean
of the comparable public companies EBITDA multiple (approximately 7.2x), and a range of discount rates (16.0% to
19.6%) around the 17.8% weighted average cost of capital.
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comprised of equity market capitalization, plus interest bearing debt, plus preferred stock, less excess cash ( TEV ), for
WSEC. B. Riley calculated WSFC s range of equity values by applying its net cash/debt position to the low, mean and

Multiple

6.5x
6.9x
7.2x
7.6x
8.0x

Exit Multiple

Discount Rate

WSEFC Enterprise Value
Less: Total Debt

Add: Cash

WSFEC Equity Value

When evaluating Western Sizzlin s economic interest in WSSI, B. Riley utilized free cash flow estimates for the

high TEVs:

Discount Rates

19.6%
$9,225,560
$9,565,004
$9,904,447
$10,243,890
$10,583,334

Low

6.5x

19.6 %
$9,225,560

$128,880

Low

Mean

7.2x

17.8 %
$10,606,456

$128,880

Mean

17.8% 16.0%

$9,871,945 $10,578,922
$10,239,200 $10,976,745
$10,606,456 $11,374,568
$10,973,711 $11,772,392
$11,340,967 $12,170,215

High

8.0x

16.0 %
$12,170,215

$128,880

High

$9,354,440 $10,735,336  $12,299,095

three-month period ending December 2009 and the years ending December 31, 2010 through December 31, 2014. B.
Riley calculated a 14.3% weighted average cost of capital, or discount rate, using the Capital Asset Pricing Model and
the cost of capital for the comparable public companies. B. Riley s calculation of WSSI s weighted average cost of
capital as of October 21, 2009 is summarized below:

Derivation of Cost of Equity
Risk-Free Rate: 10 Year Treasury

Relevered Beta Using Selected Industry Data
Excess Return on S&P Stock Index

Unadjusted Equity Risk Premium

Add: Company Specific Risk Premium

Total Risk Premium
Total Expected Return on Equity

After-Tax Cost of Debt
Pre-Tax Cost of Debt
Borrowing Premium
Effective Cost of Debt
Tax Rate

After-Tax Cost of Debt

Discounted Cash Flow Analysis

228 %

150.00 %

6.00 %

9.00 %

375 %
12.75%
15.03 %
7.30 %
200 %
9.30 %
38.00 %
577 %
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Debt / Equit Weighted After
Industry Capital Structure AUty Cost of Capital ~ Tax Cost of
Ratio .
Capital
Equity 92.50 % 15.03 % 13.90 %
Debt 7.50 % 5.77 % 0.43 %
WSSIWACC 14.34 %

41

Discounted Cash Flow Analysis



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

TABLE OF CONTENTS

Next, B. Riley calculated terminal values using a Perpetuity Growth Model and a range of discount rates (12.9% to
15.8%) around the 14.3% weighted average cost of capital.

Based on these criteria, the discounted cash flow analysis created a range of TEVs for WSSI. B. Riley calculated
WSSI s range of equity values by applying its net cash/debt position to the low, mean and high TEVs:

Growth Rate

-1.5%
-0.8%
0.0%
0.8%
1.5%

Growth Rate

Discount Rate

WSSI Enterprise Value
Less: Total Debt

Add: Cash

WSSI Equity Value

Discount Rates

15.8% 14.3% 12.9%
$3,894,132 $4,246,826 $4,669,126
$3,982,091 $4,357,576 $4,811,099
$4,078,418 $4,479,914 $4,969,578
$4,184,365 $4,615,760 $5,147,619
$4,301,449 $4,767,481 $5,349,084
Low Mean High
-1.5 % 0.0 % 1.5
15.8 % 143 % 129
$3,894,132  $4,479.914  $5,349,084
($484,990) ($484,990) ($484,990)
$575,261 $575,261 $575,261
Low Mean High

$3,984,403 $4,570,185 $5,439,355

When evaluating Western Sizzlin s economic interest in GAP, B. Riley utilized free cash flow estimates for the
three-month period ending December 2009 and the years ending December 31, 2010 through December 31, 2011. B.
Riley calculated a 10.9% weighted average cost of capital, or discount rate, using the Capital Asset Pricing Model and
the cost of capital for the comparable public companies. B. Riley s calculation of GAP s weighted average cost of

capital as of October 21, 2009 is summarized below:

Derivation of Cost of Equity

Risk-Free Rate: 10 Year Treasury

Relevered Beta Using Selected Industry Data
Excess Return on S&P Stock Index
Unadjusted Equity Risk Premium

Add: Company Specific Risk Premium

Total Risk Premium

Total Expected Return on Equity

After-Tax Cost of Debt
Pre-Tax Cost of Debt
Borrowing Premium
Effective Cost of Debt
Tax Rate

Discounted Cash Flow Analysis

228 %
150.00 %
6.00 %
9.00 %

9.00 %
11.28%

7.30 %
200 %
9.30 %
38.00 %
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After-Tax Cost of Debt 577 %
Weighted Average Cost of Capital (WACC)

Debt / Equit Weighted After
Industry Capital Structure AUty Cost of Capital ~ Tax Cost of
Ratio .
Capital
Equity 92.50 % 11.28 % 10.43 %
Debt 7.50 % 5.77 % 0.43 %
GAP WACC 10.87 %
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Due to the joint venture s December 2011 buyout provision, B. Riley did not need to calculate a terminal value for
GAP. B. Riley calculated a range of discount rates (9.8% to 12.0%) around the 10.9% weighted average cost of
capital.

Based on these criteria, the discounted cash flow analysis created a range of TEVs for GAP. B. Riley calculated GAP s
range of equity values by applying its net cash/debt position to the low, mean and high TEVs:

Low Mean High
Discount Rates 12.0 % 109 % 9.8 %
Enterprise Value Range $1,079,522 $1,099,177 $1,119,428
Less: Total Debt
Add: Cash $31,657 $31,657 $31,657
GAP Equity Value Range $1,111,180  $1,130,834  $1,151,085

The discount rates utilized by B. Riley in its discounted cash flow analysis for each of Western Sizzlin s business units
described above were calculated using each business unit s respective weighted average cost of capital. The EBITDA
multiples for each of Western Sizzlin s business units that were utilized for this analysis were calculated based on the
corresponding adjusted mean multiples of enterprise value to EBITDA for each business unit s group of comparable

public companies considered by B. Riley. The weighted average cost of capital, or discount rate, used for each of
Western Sizzlin s business units were inherently different based upon each business unit s independent risk profile.

While the discounted cash flow analysis is a widely accepted and practiced valuation methodology, it relies on a
number of assumptions, including growth rates, terminal multiples and discount rates. The valuation derived from the
discounted cash flow analysis is not necessarily indicative of the Western Sizzlin s present or future value or results.
Discounted cash flow analysis in isolation from other analyses is not an effective method of evaluating transactions.

Comparable Public Company Analysis

B. Riley examined the value of Western Sizzlin s separate economic interests in WSFC and WSSI by reviewing and
comparing selected financial data for publicly traded companies chosen by B. Riley that were deemed to be
comparable to WSFC and WSSI. B. Riley selected these companies based on their size, business mix, profitability,
growth and business model. More specifically, B. Riley evaluated their common participation in the restaurant
industry and/or similarities regarding percentage of company owned stores and franchised stores.

B. Riley divided the comparable companies into two groups based on their percentage of company owned stores and
franchised stores. B. Riley compared WSFC to multi-unit restaurant concepts with franchise units comprising over
50% of total units. B. Riley compared WSSI to multi-unit family style and buffet concepts with franchise units
comprising less than 20% of total units. The comparable companies chosen by B. Riley included:

Multi-unit Restaurants Concepts with Franchise Units Comprising over 50% of Total Units

McDonald s Corp.
DineEquity
Sonic Corp.

AFC Enterprises

Yum! Brands
Burger King Holdings
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Nathan s Famous

Buffalo Wild Wings
Domino s Pizza
Denny s Corp.
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Papa John s International
Famous Dave s of America
CKE Restaurants

Multi-unit Family Style/Buffet Concepts with Franchise Units Comprising Less Than 20% of Total
Units

Bob Evans Farms
Frisch s Restaurants
Cracker Barrel Old Country Store
Luby s

For each of the comparable companies, B. Riley initially calculated the applicable company s ratio of TEV for the
latest twelve-month ( LTM ) period ended on the last day of the period covered by its most recently filed Form 10-K or
Form 10-Q, as applicable, to that company s LTM earnings before interest, taxes, depreciation and amortization
( EBITDA ). B. Riley then used these ratios to determine the high quartile, low quartile, mean, median and adjusted
mean multiples for the comparable companies. The ratios of TEV to LTM EBITDA used by B. Riley for this analysis
are as follows:

. TEV /LTM
WSFC  Franchise Based Concepts CompanyLTM EBITDA TEV EBITDA
McDonald's Corp. $ 7,411,500 $72,498,229 9.8x
DineEquity, Inc. $ 389,576 $2,756,255 7.1x
Sonic Corp. $ 197,857 $1,247,798 6.3x
AFC Enterprises Inc. $ 38,500 $315,394 8.2x
Yum! Brands, Inc. $ 2,097,000 $19,115,104 9.1x
Burger King Holdings Inc. $ 443,400 $3,257,082 7.3x
Nathan's Famous Inc. $7,578 $43.432 5.7x
Buffalo Wild Wings Inc. $ 70,232 $ 682,588 9.7x
Domino s Pizza, Inc. $ 194,706 $2,041,981 10.5x
Denny's Corp. $ 94,985 $546,513 5.8x
Papa John's International Inc. $ 140,630 $730,826 5.2x
Famous Dave's of America Inc. $ 15,542 $81,172 5.2x
CKE Restaurants Inc. $ 156,568 $ 836,540 5.3x
. . Adjusted
Low®  High® Mean Median Mean®
WSFC TEV / LTM EBITDA Multiple 5.7x 9.1x 7.3x 7.1x 7.2x
WSSI  Family Dining and Buffet TEV /LTM
Concepts Company LTMEBITDA  TEV EBITDA
Bob Evans Farms Inc. $ 188,170 $ 1,105,715 5.9x
Frisch s Restaurants Inc. $ 28,909 $ 159,644 5.5x
Cracker Barrel Old Country Store $ 203,613 $ 1,481,676 7.3x
Luby s Inc. $ 5,492 $ 101,252 18.4x
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. . Adjusted
1 1
Low®  High® Mean  Median Mean®
WSSITEV / LTM EBITDA Multiple 5.8x 10.1x 9.3x 6.6x 6.6x
High and low observations represent the upper (75th percentile) and lower (25th percentile) quartiles of the range,
M respectively.

2) Adjusted mean excludes the high and low observations of the data set.
B. Riley calculated the range of implied TEVs for WSFC using TEV to LTM EBITDA multiples and WSFC s LTM
EBITDA. B. Riley calculated WSFC s range of equity values by applying its net cash/debt position to the low, mean
and high TEVs.
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The results of the analysis are summarized as follows:

Public Company Market Multiples

Low Mean High
TEV / EBITDA Multiple Range 6.5x 7.2x 8.0x
Size / Liquidity Discount
LTM EBITDA $1,746,185 $1,746,185 $1,746,185
WSFC Enterprise Value Range $11,370,491 $12,633,879 $13,897,267
Less: Total Debt
Plus: Cash $128,880 $128,880 $128,880
WSFC Equity Value Range $11,499,371 $12,762,759 $14,026,147

B. Riley calculated the range of implied TEVs for WSSI using TEV to LTM EBITDA multiples and WSSI s LTM
EBITDA. B. Riley calculated WSSI s range of equity values by applying its net cash/debt position to the low, mean
and high TEVs. The results of the analysis are summarized as follows:

Public Company Market Multiples

Low Mean High
TEV / EBITDA Multiple Range 5.9x 6.6x 7.2x
Size / Liquidity Discount
TTM EBITDA $691,210 $691,210 $691,210
WSSI Enterprise Value Range $4,091,190 $4,545,767 $5,000,344
Less: Total Debt ($484,990)  ($484,990) ($484,990)
Plus: Cash $575,261 $575,261 $575,261
WSSI Equity Value Range $4,181,461 $4,636,038 $5,090,615

B. Riley examined the value of Western Sizzlin s economic interest in Western Mustang by reviewing and comparing
selected financial data for publicly traded companies chosen by B. Riley that were deemed to be comparable to
Western Mustang. B. Riley selected these companies based on their common participation within the investment
management industry. The comparable companies chosen by B. Riley included:

Affiliated Managers
Calamos Asset Management
Federated Investors
Pzena Invest. Management
Virtus Invsts. Partners

For each of the comparable companies, B. Riley initially calculated the applicable company s ratio of TEV for the
LTM ended on the last day of the period covered by its most recently filed Form 10-K or Form 10-Q, as applicable, to
that company s assets under management ( AUM ) and TEV to LTM revenue. B. Riley then used these ratios to
determine the high quartile, low quartile, mean, median and adjusted mean multiples for the comparable companies.
These ratios are as follows:

LT™M TEV/LTM
Company TEV AUM Revenue TEV/AUMRCV.
Affiliated Managers $4,148,629 $178,700,000 $893,900 232 % 4.64x

Calamos Asset Management $240,148  $23,500,000 $295,300 1.02 % 0.81x
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$2,787,470 $401,800,000 $1,225,200 0.69 %  2.28x
$75,605 $13,900,000 $71,000 0.54 % 1.06x
$128,758  $22,400,000 $154,000 0.57 % 0.84x

Federated Investors
Pzena Invest. Management
Virtus Invsts. Partners
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. Adjusted
Low High Mean Mean(D
Western Mustang TEV / AUM Multiple 05 % 23 % 10 % 08 %
Western Mustang TEV / LTM Revenue Multiple 0.8x 4.6x 1.9x 1.4x
(1) Adjusted mean excludes the high and low observations of the data set.

B. Riley calculated the range of implied TEVs for Western Mustang by applying the TEV to AUM and TEV to LTM
revenue multiples to Western Mustang s AUM and LTM revenue. B. Riley calculated Western Mustang s range of
equity values by applying its net cash/debt position to the low, mean and high TEVs.

Western Sizzlin has a 50.5% economic interest in MCA s investment management operations. MCA is a registered
investment advisor and serves as the investment advisor to, and the general partner of, Mustang Capital Partners I, LP
and Mustang Capital Partners II, LP (the Funds ). The Funds are private investment funds organized for the purpose of

trading and investing in securities. Western Sizzlin has a 1.4% economic interest in the combined net assets of the

Funds as of September 30, 2009.

The following results of the comparable public company analysis reflect Western Sizzlin s economic interest in
Western Mustang through MCA s investment management operations, but exclude its claim in the combined net assets
of the Funds as of September 30, 2009, which are valued separately:

Low Mean High
Equity Value (TEV/AUM) $ 200,319  $222,577 $ 244,835
Equity Value (TEV/LTM Rev) $ 307,781  $341,923 $ 376,116

No company utilized in the comparable public company analysis is identical to Western Sizzlin, WSFC, WSSI or
Western Mustang. B. Riley made judgments and assumptions with regard to industry performance, general business,
economic, market and financial conditions and other matters, many of which are beyond the control of either Western

Sizzlin or Steak n Shake. Mathematical analysis of comparable public companies (such as determining means and

medians) in isolation from other analyses is not an effective method of evaluating transactions.

Precedent M&A Transactions Analysis
B. Riley examined the value of Western Sizzlin s separate economic interests in WSFC and WSSI by reviewing and
analyzing publicly available information relating to 12 acquisitions of multi-unit restaurant companies announced
since January 2008, which B. Riley deemed relevant due to the target companies common participation in the

restaurant industry. The selected comparable transactions included:

Precedent M&A Transactions Multi-Unit Restaurant Companies

Month and Year of

Target Acquiror
Announcement
September 2009 Canyons Burger Company Growth Concepts
September 2009 Papa Bello Enterprises Aero Financial
December 2008 Village Inn Newport Global
October 2008 Fox Sports Grill Private Inv. Group
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August 2008 Romano s Macaroni Grill Golden Gate Capital
August 2008 BUCA Planet Hollywood
July 2008 Rockfish Seafood Grill White Oak Capital
June 2008 Café Enterprises Milestone Partners
April 2008 Max & Erma s Restaurants G&R Acquisition
April 2008 Wendy s International Triarc Companies
January 2008 Pat & Oscar s Management Buyout
January 2008 Moby Dick s House of Kabob Javan Capital Partners

For each of the selected transactions disclosing applicable data, B. Riley calculated the ratios of the TEV of the
transaction (based on the acquisition price) to the target company s LTM EBITDA prior to the announcement of the
relevant transaction. In calculating such ratios, B. Riley calculated the TEV of each
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transaction as the market value of the relevant target company s equity securities plus its indebtedness and minority
interests less cash and cash equivalents. These ratios are as follows:

) TEV/ TEV/
Date Target Acquiror TEV EBITDA Rev. EBITDA
09/14/09 Canyons Burger Growth Concepts NA NA NA NA
Company
09/04/09 Papa Be.:llo Aero Financial NA NA NA NA
Enterprises
06/16/09 Carrols Restaurant ;) Jefferies Capital $430.0 $84.9 NA NA
Group Partners
VI Acquisition
12712008 o NewportGlobal/ = ¢55 5 NyaA NA  NA
. Fidelity National
Village Inn
10/31/08  Fox Sports Grill Private Investment 1\ NA NA NA
Group
Romano's Golden Gate
08/18/08 Macaroni Grill Capital $109.9 NA NA NA
08/05/08 BUCA Planet qulywood $28.8 $3.0 01x  9.5x
International
07/31/08 Rockfish Seafood White Oak Capital /
Grill Capital Point NA NA NA NA
Partners
06/16/08  Cafe Enterprises Milestone Partners ~ $60.0 NA NA NA
04/28/08 ~ Max & Erma’s G&R Acquisiion  $58.7  $7.1 03x  8.3x
Restaurants
04/23/08  vendy's Triarc Companies ~ $2,718.9 $298.8 IL.Ix  9.1x
International
01/22/08  Pat & Oscar's Management NA NA NA NA
Buyout
s Javan Capital
01/15/08  Moby Dick's House Partners NA NA NA NA
of Kabob
. ) Adj.
2 2
Low®  High® Median Mean Mean®
TEV /LTM EBITDA Multiple 8.7x 9.3x 9.1x 8.9x 9.1x
(D) Acquisition of a minority stake. Excluded from the calculation of valuation multiples.
(2)High and low observations represent the upper (75th percentile) and lower (25th percentile) quartiles of the range,
respectively.
3) Adjusted mean excludes the high and low observations of the data set.

B. Riley calculated the range of implied TEVs for WSFC and WSSI by applying the TEV to LTM EBITDA multiples
to WSFC and WSSI s LTM EBITDA. B. Riley calculated the range of equity values by applying each entity s net
cash/debt position to its low, mean and high TEVs. The results of the analysis are summarized as follows:
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WSFC

TEV / EBITDA Multiple Range
Market Environment Discount

Adjusted TEV / EBITDA Multiple Range

LTM EBITDA
WSEFEC Enterprise Value Range
Less: Total Debt
Plus: Cash
WSFC Equity Value Range
47

Precedent M&A Transaction Multiples

Low Mean High
8.7x 9.1x 9.3x
8.68x 9.10x 9.28x

$1,746,185 $1,746,185 $1,746,185
$15,158,084 $15,889,880 $16,204,855

$128,880 $128,880 $128,880
$15,286,964 $16,018,760 $16,333,735

Precedent M&A Transactions Multi-Unit Restaurant Companies
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WSSI Precedent M&A Transaction Multiples
Low Mean High

TEV / EBITDA Multiple Range 8.7x 9.1x 9.3x
Market Environment Discount
Adjusted TEV / EBITDA Multiple Range 8.68x 9.10x 9.28x
TTM EBITDA $691,210 $691,210 $691,210
WSSI Enterprise Value Range $6,000,177 $6,289,851 $6,414,531
Less: Total Debt ($484,990)  ($484,990) ($484,990)
Plus: Cash $575,261 $575,261 $575,261
WSSI Equity Value Range $6,090,448 $6,380,123 $6,504,802

No transaction utilized in the precedent M&A transactions analysis is identical to Western Sizzlin, WSFC or WSSI. B.
Riley did not assign any weighting to the Precedent M&A Transactions Analysis, as only three of the acquisitions
disclosed meaningful transaction terms, and all three deals were completed prior the market shift that occurred in late
2008.

B. Riley examined the value of Western Sizzlin s economic interest in Western Mustang by reviewing and analyzing
publicly available information relating to four acquisitions of investment management companies announced since
January 2008, which B. Riley deemed relevant due to the target companies common industry affiliation. The selected

comparable transactions included:

Precedent M&A Transactions Investment Management Companies

Month and Year of

Target Acquiror
Announcement
October 2009 Morgan Stanley Retail Asset Mngt. Invesco
January 2009 Deephaven Capital Management Stark Investments
July 2008 J&W Seligman Ameriprise
February 2008 National Investment Services Titanium Asset
Management

For each of the selected transactions disclosing applicable data, B. Riley calculated the ratios of the TEV of the
transaction (based on the acquisition price) to the target company s AUM as of the announcement of the relevant
transaction. In calculating such ratio, B. Riley calculated the TEV of the transaction as the market value of the
relevant target company s equity securities plus its indebtedness and minority interests less cash and cash equivalents.

B. Riley calculated the range of implied TEVs for Western Mustang using the TEV to AUM multiples and Western
Mustang AUM. B. Riley calculated the range of equity values by applying Western Mustang s net cash/debt position to
its low, mean and high TEVs. These ratios are as follows:

. TEV/
Date Target Acquiror TEV AUM AUM
10/19/09 Morgan Stanley Invesco
Retail Asset Mngt $1,500,000 $119,000,000 1.26%
1/7/2009 Deephaven Capital Stark
P P Tnvestments $44,670  $4,240,000  1.05%
Management
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7/7/2008 J&W Seligman Ameriprise $432,000 $18,000,000 2.40%
. Titanium Asset
2/28/2008 NaUOl:lal Investment Mngt $35.630 $3.000,000 1.19%
Services
Low High Mean Adj. Mean)
TEV / AUM Multiple 1.1 % 24 % 1.5 % 1.2 %
(D) Adjusted mean excludes the high and low observations of the data set.
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Western Sizzlin has as 50.5% economic interest in MCA s investment management operations. MCA is a registered
investment advisor and serves as the investment advisor to, and the general partner of the Funds. The Funds are
private investment funds organized for the purpose of trading and investing in securities. Western Sizzlin has a 1.4%
economic interest in the combined net assets of the Funds as of September 30, 2009.

The following results of the precedent M&A transactions analysis reflect Western Sizzlin s economic interest in
Western Mustang through MCA s investment management operations, but exclude its claim in the combined net assets
of the Funds as of September 30, 2009, which are valued separately:

Low Mean High
Equity Value $ 321,168  $ 356,854 $ 392,539
No transaction utilized in the precedent transaction analysis is identical to Western Sizzlin or Western Mustang. In
evaluating the transactions, B. Riley made judgments and assumptions with regard to industry performance, general
business, economic, market and financial conditions and other matters, many of which are beyond the control of either
the Western Sizzlin or Steak n Shake. Mathematical analysis of comparable transaction data (such as determining
means and medians) in isolation from other analysis is not an effective method of evaluating transactions.

Net Asset Value Test/Liquidation Value:

B. Riley reviewed and analyzed Western Sizzlin s separate economic claims in the investment assets held by Western
Sizzlin s holding company investments ( HCI ), Western Properties, Western Investments and Western Mustang entities
by conducting mark-to-market tests and incorporating the applicable balance sheet data. Western Sizzlin s economic
claim in each entity s investment assets, and the resulting valuations, are summarized as follows:

Mark to Western
Market Sizzlin s
Western Sizzlin HCI Mark-Market Redeemable Residual
(Western Sizzlin Economic Claim 100.0%) Value Non- Economic
Controlling  Interest, Mark
Interest to Market
Cash(® $ 825,483 $ 825,483
Money Market Investments) $ 395 $ 395
Mark to Market Value of Public Holdings® $ 1,293,952 $ 1,293,952
Total Assets $2,119,830 $ 2,119,830
Line of Credit(» $ 100,000 $ 100,000
Other Liabilities() $ 90,427 $ 90,427
Linnartz Put Obligation® $ 527,770 $ 527,770
Total Liabilities $ 718,197 $ 718,197
Net Asset Value $ 1,401,633 $ 1,401,633
Q) Balance sheet positions as of September 30, 2009.
2) Market to market values as of October 21, 2009.
3) Linnartz put obligation as of September 30, 2009.
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Western Properties
(Western Sizzlin Economic Claim

Investment Real Estate
Real Estate Note Payable
Net Asset Value

(D
49

100.0%)

Mark to
Market

Mark-Market Redeemable

Value Non-
Controlling
Interest

$ 4,100,000

$ 2,377,098

$ 1,722,902

Positions as of October 21, 2009.

Western
Sizzlin s
Residual
Economic
Interest, Mark
to Market

$ 4,100,000

$ 2,377,098

$ 1,722,902

Net Asset Value Test/Liquidation Value:
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Mark to Western
Market Sizzlin s
Western Investments Mark-Market Redeemable Residual
(Western Sizzlin Economic Claim 92.06%) Value Non- Economic
Controlling  Interest, Mark
Interest to Market
Cash and Money Market Investments(!) $ 3,076 $ 244 $2,832
Mark to Market Value of Public Holdings® $16,176,930 $1,284,449 $14,892,482
Other Assets® $4,036 $ 320 $3,716
Total Assets $16,184,043 $1,285,013 $ 14,899,030
Margin Loan Balance™®
Other Liabilities()) $ 1,590 $ 126 $ 1,464
Total Liabilities $ 1,590 $ 126 $ 1,464
Contribution to RNI $ 1,284,887
Net Asset Value $16,182,453 $ 14,897,566
Q) Balance sheet positions as of September 30, 2009.
2) Market to market values as of October 21, 2009.
Mark to Western
Market Sizzlin s
Western Mustang Mark-Market Redeemable Residual
(Western Sizzlin Economic Claim 1.4%) Value Non- Economic
Controlling Interest, Mark
Interest to Market
Cash® $6,140 $5,968 $172
Money Market Investments® $2,101,789  $2,042,939  $ 58,850
Mark to Market Value of Public Holdings® $9,736,927 $9,464,294  $ 272,634
Other Assets® $6,377 $6,198 $179
Total Assets $11,851,234 $11,519,399 $ 331,835
Margin Loan Balance™®
Other Liabilities()) $59,573 $57,905 $ 1,668
Total Liabilities $59,573 $57,905 $ 1,668
Contribution to RNI $11,461,494
Net Asset Value $11,791,661 $ 330,167
Western Sizzlin 1.4% Interest: $165,083

Western HCI s economic claim is 1.4%, but 2.8% is consolidated (and displayed above).
2 Balance sheet positions as of September 30, 2009.
3 Market to market values as of October 21, 2009.

Net Asset Value Test/Liquidation Value:

110



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

TABLE OF CONTENTS

Summary Considerations
Pre-Steak n Shake Stock Distribution
The results of B. Riley analyses, which calculated and aggregated the equity values of the separate entities that

comprise Western Sizzlin to derive a price per share valuation range for the consolidated company, on a pre-Steak n
Shake stock distribution basis, are summarized in the following table:

Low Mean High
WSFC $9,890,673 $11,242,192 $12,730,858
WSSI $4,033,668 $4,586,648 $5,352,170
GAP $1,111,180 $1,130,834 $1,151,085
Western Sizzlin HCI $1,401,633 $1,401,633 $1,401,633
Western Properties $1,722902 $1,722902 $1,722,902
Western Investments $14,897,566 $14,897,566 $14,897,566
Western Mustang $441,490 $472,201 $502,913
Total $33,499,111 $35,453,977 $37,759,127
Shares Outstanding 2,840,384 2,840,384 2,840,384
Price Per Share $11.79 $12.48 $13.29

Post-Steak n Shake Stock Distribution

The results of B. Riley analyses, which calculated and aggregated the equity values of the separate entities that
comprise Western Sizzlin to derive a price per share valuation range for the consolidated company, on a post-Steak n
Shake stock distribution basis, and compared the range to the price per share merger consideration, are summarized in

the following table:

Low Mean High
WSFC $9,890,673 $11,242,192 $12,730,858
WSSI $4,033,668 $4,586,648 $5,352,170
GAP $1,111,180 $1,130,834 $1,151,085
Western Sizzlin HCI $1,401,633 $1,401,633 $1,401,633
Western Properties $1,722902 $1,722902 $1,722,902
Western Investments $161,502 $161,502 $161,502
Western Mustang $441,490 $472,201 $502,913
Total $18,763,047 $20,717,913 $23,023,063
Shares Outstanding 2,840,384 2,840,384 2,840,384
Price Per Share $6.61 $7.29 $8.11
Proposed Consideration $22,959,000 $22,959,000 $22,959,000
Per Share Consideration(!) $8.08 $8.08 $8.08

Per Share Consideration is based on dividing $22,959,000 (the principal amount of debentures to be issued by
Steak n Shake in the merger) by the number of shares of Western Sizzlin common stock that were issued and

(1)outstanding as of the date of B. Riley s analysis. Subsequent to that time, as the result of exercise of stock options,
the number of shares of Western Sizzlin common stock has increased, and the Per Share Consideration as of
February 17, 2010, was $8.07 per share.
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The price per share valuation for the consolidated company, on a post-Steak n Shake stock distribution basis assumed
an aggregate value of the shares of Steak n Shake stock beneficially owned by Western Sizzlin of $14.7 million. The
value of the Steak n Shake stock was calculated based upon the closing price of $11.14 per share of Steak n Shake
stock on October 21, 2009 multiplied by 1,322,806 shares of Steak n Shake stock beneficially owned by Western
Sizzlin.

The valuation ranges for the consolidated entities that comprise Western Sizzlin set forth above, both before and after
giving effect to the Steak n Shake stock distribution, were calculated and aggregated utilizing a combination of the
analyses described above, weighted as follows: (i) 75% of the enterprise value calculated utilizing the discounted cash
flow analysis and 25% of the enterprise value calculated utilizing the comparable public company analysis for each of
WSFEC and WSSI; (ii) 100% of the enterprise value calculated utilizing the discounted cash flow analysis for GAP;
(iii) 100% of the mark-to-market value of investment assets for each of Western Sizzlin HCI, Western Properties,
Western Investments; and (iv) mark-to-market value of investment assets for Western Mustang Holdings combined

with the valuation of the entity s investment
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management arm based upon 1/3 of the enterprise value calculated utilizing the precedent M&A transactions analysis
and 2/3 of the enterprise value calculated utilizing the comparable public company analysis.

Additional Considerations

The summary set forth above describes the principal analyses performed by B. Riley in connection with its Opinion.
The preparation of a fairness opinion involves various determinations as to the most appropriate and relevant methods
of financial analysis and the application of these methods to the particular circumstances and, therefore, the analyses
underlying the Opinion are not readily susceptible to summary description. Each of the analyses conducted by B.
Riley was carried out in order to provide a different perspective on the merger and add to the total mix of information
available. B. Riley did not form a conclusion as to whether any individual analysis, considered in isolation, supported
or failed to support an opinion as to fairness from a financial point of view. Rather, in reaching its conclusions, B.
Riley considered the results of the analyses in light of each other and ultimately reached its Opinion based upon the
results of all analyses taken as a whole. Except as indicated above, B. Riley did not place particular reliance on an
individual analysis, but instead concluded that its analyses, taken as a whole, support its determination. Accordingly,
notwithstanding the separate factors summarized above, B. Riley believes that its analyses must be considered as a
whole and that selecting portions of its analysis and the factors considered by it, without considering all analyses and
factors, could create an incomplete or misleading view of the evaluation process underlying its Opinion. In performing
its analyses, B. Riley made numerous assumptions with respect to industry performance, business and economic
conditions and other matters. The analyses performed by B. Riley are not necessarily indicative of actual value or
future results, which may be significantly more or less favorable than suggested by the analyses.

Pursuant to the terms of the engagement letter with Western Sizzlin s special committee, B. Riley was paid a $50,000
initial retainer for its financial advisory services and was paid a fee of $150,000 for rendering its Opinion on October
22, 2009. If the merger is completed, B. Riley will be paid an additional amount equal to approximately $100,000 for
its financial advisory services. Western Sizzlin also agreed to indemnify B. Riley against certain liabilities arising out
of its engagement. B. Riley is actively involved in the investment banking business and regularly undertakes the
valuation of investment securities in connection with public offerings, private placements, business combinations and
similar transactions. B. Riley had no relationships with Western Sizzlin, Steak n Shake, or their respective affiliates
during the two years prior to engagement by the Western Sizzlin special committee.

Western Sizzlin Financial Projections

Western Sizzlin does not as a matter of course make public long-term projections as to future revenues, earnings or
other results due to, among other reasons, the uncertainty of the underlying assumptions and estimates. However, in
connection with the review of the proposed merger between Western Sizzlin and Steak n Shake, Western Sizzlin s
management (other than Mr. Biglari) prepared unaudited prospective financial information on a standalone,
pre-merger basis. Western Sizzlin is electing to provide the unaudited prospective financial information in this proxy
statement/prospectus to provide the stockholders of Western Sizzlin and shareholders of Steak n Shake access to
certain non-public unaudited prospective financial information that was made available to the Western Sizzlin board
of directors, the Western Sizzlin special committee, the Steak n Shake board of directors and Western Sizzlin s and
Steak n Shake s financial advisors in connection with the merger. The unaudited prospective financial information was
not prepared with a view toward public disclosure and the inclusion of this information should not be regarded as an
indication that any of Western Sizzlin, Steak n Shake or any other recipient of this information considered, or now
considers, it to be necessarily predictive of actual future results. None of Western Sizzlin, Steak n Shake or their
respective affiliates assumes any responsibility for the accuracy of this information.
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The unaudited prospective financial information was, in general, prepared solely for internal use and is subjective in
many respects and thus subject to interpretation. While presented with numeric specificity, the unaudited prospective
financial information reflects numerous estimates and assumptions made by the management of Western Sizzlin
(other than Mr. Biglari) with respect to industry performance and competition, general business, economic, market
and financial conditions and matters specific to Western Sizzlin s business, all of which are difficult to predict and
many of which are beyond Western Sizzlin s control. As a result, there
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can be no assurance that the unaudited prospective financial information will be realized or that actual results will not
be significantly higher or lower than estimated. Since the unaudited prospective financial information covers multiple
years, such information by its nature becomes less predictive with each successive year. Western Sizzlin stockholders
and Steak n Shake shareholders are urged to review Risk Factors beginning on page 71 of this proxy
statement/prospectus for a description of risk factors with respect to Western Sizzlin s business. See also Cautionary
Statement Concerning Forward-Looking Statements beginning on page 99 of this proxy statement/prospectus. The
projections below have been prepared by, and are the responsibility of Western Sizzlin management (other than Mr.
Biglari). The projections were prepared on a basis consistent with the historical accounting policies included in
Management s Discussion and Analysis of Financial Condition and Results of Operations of Western Sizzlin
beginning on page 130 of this proxy statement/prospectus. The unaudited prospective financial information was not
prepared with a view toward complying with the published guidelines of the SEC regarding projections or the
guidelines established by the American Institute of Certified Public Accountants for preparation and presentation of
prospective financial information. Neither Western Sizzlin s independent registered public accounting firm, nor any
other independent accountants, have compiled, examined, or performed any procedures with respect to the unaudited
prospective financial information contained herein, nor have they expressed any opinion or any other form of
assurance on such information or its achievability, and assume no responsibility for, and disclaim any association
with, the unaudited prospective financial information. The report on the historical financial statements included in this
proxy statement/prospectus relates to Western Sizzlin s historical financial information. It does not extend to the
prospective financial information and should not be read to do so. Furthermore, the unaudited prospective financial
information does not take into account any circumstance or event occurring after the date it was prepared.

The following table presents summary selected unaudited prospective financial information for the fiscal quarter

ending December 31, 2009 and for the fiscal years ending 2010 through 2014, which is referred to in this proxy
statement/prospectus (including in Special Factors Opinion of the Financial Advisor of the Western Sizzlin Special

Committee beginning on page 37 this proxy statement/prospectus) as the Western Sizzlin s financial projections:

Summary of Western Sizzlin Financial Projections

Fiscal

Quarter Fiscal Year Ending December 31,

December

31,

2009E 2010P 2011P 2012P 2013P 2014P
Sales
WSFC $1,083,486 $3,549,597 $3,899,597 $4,295,043 $4,642,144  $4,996,187
WSSI $3,201,559 $13,616,215 $13,897,082 $14,036,053 $14,176,414 $14,318,178
GAP $1,279,651 $5,327,302 $5,433,848 $5,542,525 $5,653,375 $5,766,443
Operating income
(loss)
WSFC $254,784 $1,254,752 $1,534,440 $1,864,038 $2,124,176  $2,388,279
WSSI ($40,923 ) $537,851 $669,532 $660,536 $987,838 $994,072
GAP $117,655 $722,639 $740,921 $759,598 $778,677 $798,166
Net income (loss)
WSFC $157,963 $777,946 $951,353 $1,155,703 $1,316,989 $1,480,733
WSSI ($33,005 ) $308,383 $397,964 $401,162 $611,777 $616,325
GAP $67,732 $533,044 $546,129 $577,640 $604,196 $631,005
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WSFC $262,317 $1,286,217 $1,558,070 $1,872,038 $2,134,176  $2,399,612
WSSI $48,517 $900,612 $1,037,294 $1,033,297 $1,028,489 $1,022,822
GAP $195,429 $958,004 $978,375 $998,480 $1,018,988  $1,039,905

Western Sizzlin management believes that the presentation of EBITDA from continuing operations provides useful
information to investors regarding Western Sizzlin s results of operations because this non-GAAP financial
measure is among the primary metrics by which management evaluates operating performance of Western Sizzlin s
business and on which internal budgets are based.
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No assurances can be given that these assumptions will accurately reflect future conditions. In addition, although
presented with numerical specificity, the above unaudited prospective financial information reflects numerous
assumptions and estimates as to future events made by Western Sizzlin s management that Western Sizzlin s
management believed were reasonable at the time the unaudited prospective financial information was prepared. The
above unaudited prospective financial information does not give effect to the merger.

Western Sizzlin s stockholders and Steak n Shake s shareholders are urged to review Management s Discussion and
Analysis of Financial Condition and Results of Operations of Western Sizzlin beginning on page 130 of this proxy
statement/prospectus for a description of Western Sizzlin s reported results of operations, financial condition and
capital resources during 2009.

Readers of this proxy statement/prospectus are cautioned not to place undue reliance on the unaudited prospective
financial information set forth above. No representation is made by Western Sizzlin, Steak n Shake, or any other
person to any stockholder of Western Sizzlin or any shareholder of Steak n Shake regarding the ultimate performance
of Western Sizzlin or, following the merger, Steak n Shake, compared to the information included in the above
prospective financial information. The inclusion of unaudited prospective financial information in this proxy
statement/prospectus should not be regarded as an indication that such prospective financial information will be an
accurate prediction of future events nor construed as financial guidance, and they should not be relied on as such.

WESTERN SIZZLIN DOES NOT INTEND TO UPDATE OR OTHERWISE REVISE THE ABOVE
PROSPECTIVE FINANCIAL INFORMATION TO REFLECT CIRCUMSTANCES EXISTING AFTER
THE DATE WHEN MADE OR TO REFLECT THE OCCURRENCE OF FUTURE EVENTS, EVEN IN THE
EVENT THAT ANY OR ALL OF THE ASSUMPTIONS UNDERLYING SUCH PROSPECTIVE
FINANCIAL INFORMATION ARE NO LONGER APPROPRIATE.
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Recommendation of the Steak n Shake Special
Committee;
Reasons for, and Effects and Fairness of, the Merger

The Steak n Shake special committee, comprised entirely of directors with no relationship with Western Sizzlin, and
acting with the advice and assistance of legal, tax, accounting and financial advisors, evaluated and negotiated the
merger agreement with Western Sizzlin. The Steak n Shake Board of Directors imposed no limitation on the authority
of the Steak n Shake special committee. There was no special compensation schedule established for service on the
special committee; rather, the members of the special committee were entitled (pursuant to existing board policy
regarding compensation for committee service) to a payment of $500 for each telephonic meeting and $1,250 for each
in-person meeting.

At a meeting first convened on October 20, 2009, and then continued on October 21, 2009, the Steak n Shake special
committee on October 21, 2009, after considering a wide range of factors, including:

the financial presentation of Duff & Phelps on October 21, 2009, in support of the oral opinion received by the special
committee on October 21, 2009 from Duff & Phelps, to the effect that, as of that date, the terms of the merger
agreement were fair, from a financial point of view, to the public shareholders of Steak n Shake, and
the results of the reviews and investigations of the business, properties, assets, liabilities, financial statements, and
businesses and affairs, financial and otherwise, of Western Sizzlin and its subsidiaries that had been undertaken by
Steak n Shake s legal, financial, tax, accounting, environmental and other consultants and advisers;
unanimously approved, and recommended to the Steak n Shake board of directors that it approve, the merger, the
merger agreement and related transaction documents including the two voting agreements and the form of indenture
for the debentures to be issued in the merger.

In determining to recommend approval to the Steak n Shake board of directors on October 21, 2009 of the merger, the

merger agreement, the voting agreements, and the form of indenture for the debentures to be issued in the merger, the

Steak n Shake special committee considered a number of factors. The material factors included, but were not limited
to:

the special committee s belief that the merger consideration of debentures issued by Steak n Shake in the aggregate
principal amount of $22,959,000 (subject to potential adjustment) was fair to the public stockholders of Steak n Shake
(other than Mr. Sardar Biglari, Mr. Philip Cooley and their affiliates and associates);

the special committee s belief that investing capital in other businesses is consistent with Steak n Shake s
transformation into a holding company and its economic objective of maximizing intrinsic value on a per share basis;
the special committee s belief that the acquisition of Western Sizzlin would increase Steak n Shake s relative position
in the restaurant industry;

the special committee s belief that Western Sizzlin s subsidiaries, including interests in private investment vehicles and
a registered investment adviser, would be attractive additions to Steak n Shake s portfolio of investments;

the special committee s belief that Steak n Shake would benefit by enabling its Chairman, President and Chief
Executive Officer to focus on managing a single diversified holding company;

the special committee s belief that the merger would provide the opportunity to reduce costs and improve efficiency by
combining businesses, including costs associated with running two separate public companies, consisting of Western
Sizzlin s listing fees, transfer agent fees, legal and accounting fees related to SEC filings and shareholder mailings,
printing and mailing expenses for periodic reports and proxy statements, annual meeting expenses and other related
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the fact that no external financing would be required for the transaction, thus increasing the likelihood that the merger
will be consummated;
the opinion the special committee received from Duff & Phelps, which was delivered orally at the special committee
meeting on October 21, 2009, and subsequently confirmed in writing, that, as of October 21, 2009, the date of the
opinion, and based upon and subject to the factors, assumptions, limitations, qualifications and other conditions set
forth in the opinion, the consideration to be paid by Steak n Shake in the merger was fair, from a financial point of
view, to the public shareholders of Steak n Shake (other than Mr. Sardar Biglari, Mr. Philip Cooley and their affiliates
and associates);
the presentation by Duff & Phelps to the special committee on October 21, 2009 in connection with the foregoing
opinion, which is described under the section of this proxy statement/prospectus entitled ~ Opinion of the Financial
Adpvisor of the Steak n Shake Special Committee ;
the efforts made by the special committee and its advisors to negotiate and execute a merger agreement favorable to
Steak n Shake under the circumstances;
the terms and conditions of the merger agreement, including:
Steak n Shake would have the ability to offset Western Sizzlin's liability for income taxes resulting from the
Jdistribution by Western Sizzlin of the shares of Steak n Shake common stock owned by Western Sizzlin by reducing
the principal amount of debentures to be issued in the merger, to the extent that the average of the low price and high
price of Steak n Shake stock on the date of distribution of such stock exceeded $12.00;
the provisions of the merger agreement that provide that, subject to compliance with the terms of and conditions of
the merger agreement, if a third party were to propose an alternative transaction constituting a Superior Proposal (as
defined in the merger agreement) at any time prior to obtaining approval of the merger by Western Sizzlin s
°stockholders and Western Sizzlin s board changes its recommendation, Western Sizzlin would be required to pay a
termination fee of $1,250,000 (or $837,500 under certain circumstances) in order to terminate the merger agreement
and enter into a definitive agreement with respect to the Superior Proposal, as more fully described below under the
section of this proxy statement/prospectus entitled The Merger Agreement Change in Recommendation ; and
othe provisions of the merger agreement that contain restrictions on the conduct of Western Sizzlin s business prior to
the completion of the merger, generally requiring Western Sizzlin to conduct its business only in the ordinary course;
the terms and conditions of the indenture, including:
that Steak n Shake s failure to satisfy a financial ratio set forth in the indenture does not automatically constitute an
oevent of default under the indenture unless Steak n Shake declares or pays dividends on its equity securities, redeems
more than $2 million of equity securities during a twelve-month period, prepays certain indebtedness or issues
additional indebtedness during the time which it fails to satisfy such financial ratio;
° Steak n Shake s obligations under the debentures are not guaranteed by any of its subsidiaries; and
othe debentures are subordinated to all of Steak n Shake s senior secured debt, subject to certain maximum limits, and
leverage restrictions, and structurally subordinated to all of the debt of Steak n Shake s subsidiaries;
the special committee s belief that the special committee was fully informed about the extent to which the interests of
Messrs. Biglari and Cooley differed from those of Steak n Shake s other stockholders, which are discussed in the
section of this proxy statement/prospectus entitled  Interests of Steak n Shake and Western Sizzlin Directors and
Executive Officers in the Merger ; and
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Steak n Shake s maximum exposure for wrongfully failing to close or breaching the merger agreement under certain
circumstances, even if the breach was willful or deliberate, would be limited to its payment of a fee in the amount of
$500,000.
The Steak n Shake special committee considered the following factors to be generally negative or unfavorable in
making its determination and recommendation:

the steady declines Western Sizzlin has experienced in its existing franchise base for the past several years;
the fact that Western Sizzlin s restaurant base, both franchised and company-owned, is smaller and less geographically
diverse than many other restaurant chains with which Western Sizzlin competes;
the fact that there has been substantial uncertainty and disruption in the capital and credit markets over the past twelve
months, which could an adverse effect on Western Sizzlin s business, including the future operating results of Western
Sizzlin s restaurants and the value of Western Sizzlin s investments;
the fact that there has been substantial uncertainty and disruption in the capital and credit markets over the past twelve
months, which could an adverse effect on Steak n Shake s business, including the future operating results of Steak n
Shake;
that Western Sizzlin s restaurants are predominantly family steak houses, which continues Steak n Shake s reliance
upon restaurants primarily serving beef as a significant source of revenue;
that if Steak n Shake does not satisfy a financial ratio set forth in the indenture, it will not be permitted to declare or
pay dividends on its equity securities, redeem more than $2 million of equity securities during a twelve-month period,
prepay certain indebtedness or issue additional indebtedness, which may limit Steak n Shake s ability to raise debt or
equity or otherwise manage its capital resources in the future;
the merger agreement contains restrictions on the conduct of Steak n Shake s business prior to the completion of the
merger, generally requiring Steak n Shake to conduct its business only in a manner that complies with the covenants
set forth in the indenture, which may delay or prevent Steak n Shake from undertaking business opportunities that
may arise pending completion of the merger;
the risks and costs to Steak n Shake if the merger does not close, including the diversion of management and
employee attention, potential employee attrition and the potential effect on business and customer relationships;
the merger agreement s provisions that permit Western Sizzlin to solicit other offers during the go-shop period;
the possibility that, in the event of termination of the merger agreement due to Steak n Shake wrongfully failing to
close or breaching the merger agreement under certain circumstances, Steak n Shake may be required to pay a fee in
the amount of $500,000;
legal uncertainties associated with the risk that Western Sizzlin could (contrary to its legal position) be
determined to be an investment company as defined by the Investment Company Act of 1940, as amended;
and
that Western Sizzlin s obligation to consummate the merger would be subject to certain conditions outside of Steak n
Shake s control.
The foregoing discussion of the information and factors considered by the Steak n Shake special committee is not
intended to be exhaustive, but includes the material factors considered by the Steak n Shake special committee. In
view of the variety of factors considered in connection with its evaluation of the merger, the merger agreement, the
voting agreements, and the other transactions contemplated by the merger agreement, the Steak n Shake special
committee did not find it practicable to, and did not, quantify or otherwise assign specific weights to the factors
considered in reaching its determination and recommendation. In addition, each of the members of the Steak n Shake
special committee may have given differing weights to different factors. On balance, the Steak n Shake special
committee believed that the positive factors discussed above outweighed the negative factors discussed above.
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Approval of the Steak n Shake Board of Directors;
Reasons for, and Effects and Fairness of, the Merger

Promptly following the approval of the merger and the merger agreement by the Steak n Shake special committee on
October 21, 2009 meeting, the Steak n Shake board of directors convened and, after considering the conflicts of
interest presented by the role of Mr. Biglari and Mr. Cooley with Western Sizzlin described elsewhere in this
document, and acting in part upon the recommendation of the Steak n Shake special committee, unanimously:

approved the merger and the merger agreement and related transaction documents, including the indenture;
authorized Mr. Regan as Chairman of the special committee to execute and deliver on behalf of Steak n Shake
the merger agreement and other documents to Western Sizzlin; and
continued the special committee of Steak n Shake for purposes of exercising all of the authority of the board of
directors of Steak n Shake in respect of the merger including with respect to the indenture and the debentures.
In determining that the merger and the merger agreement are advisable, fair to and in the best interests of Steak n
Shake and its stockholders, the full board of directors of Steak n Shake considered:

the unanimous determination and recommendation of the special committee; and
the factors considered by the special committee, including the positive factors and potential benefits of the merger
agreement and the merger, the risks and potentially negative factors relating to the merger and the merger agreement,
and the fairness opinion received by the special committee.
The foregoing discussion of the information and factors considered by Steak n Shake s board of directors includes the
material factors considered by the board of directors. In view of the variety of factors considered in connection with its
evaluation of the merger, Steak n Shake s board of directors did not find it practicable to, and did not quantify or
otherwise assign relative weights to the specific factors considered in reaching its determination. In addition,
individual directors may have given different weights to different factors. The Steak n Shake board of directors
approved the merger agreement and the merger based upon the totality of the information presented to and considered
by it.

Opinion of the Financial Advisor of the Steak n Shake
Special Committee

On October 21, 2009, Duff & Phelps rendered its oral opinion to the special committee of Steak n Shake (which was
subsequently confirmed in writing by delivery of Duff & Phelps s written opinion dated October 21, 2009), to the
effect that, as of October 21, 2009, the consideration to be paid by Steak n Shake in the merger was fair, from a
financial point of view, to the public shareholders of Steak n Shake (other than Mr. Sardar Biglari, Mr. Philip Cooley
and their affiliates and associates).

Duff & Phelps s opinion was directed to the special committee of Steak n Shake and only addressed the
fairness from a financial point of view of the consideration to be paid by Steak n Shake in the merger and did
not address any other aspect or implication of the merger. The summary of Duff & Phelps s opinion in this
prospectus is qualified in its entirety by reference to the full text of its written opinion, which is included as
Annex C to this proxy statement/prospectus and sets forth the procedures followed, assumptions made,
qualifications and limitations on the review undertaken and other matters considered by Duff & Phelps in
preparing its opinion. We encourage you to carefully read the full text of Duff & Phelps s written opinion.
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However, neither Duff & Phelps s written opinion nor the summary of its opinion and the related analyses set
forth in this proxy statement/prospectus are intended to be, and do not constitute advice or a recommendation
to any stockholder as to how such stockholder should act or vote with respect to the merger.

In connection with its opinion, Duff & Phelps made such reviews, analyses and inquiries as it deemed necessary and
appropriate under the circumstances. Duff & Phelps also took into account its assessment of general economic, market
and financial conditions, as well as its experience in securities and business valuation, in general, and with respect to

similar transactions, in particular. Duff & Phelps procedures,
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investigations, and financial analysis with respect to the preparation of its opinion included, but were not limited to,
the items summarized below:

Discussed the operations, financial conditions future prospects and projected operations and performance of Steak n
"Shake and Western Sizzlin, and the merger with the management of Steak n Shake and Western Sizzlin;
Reviewed certain publicly available financial statements and other business and financial information of Steak n
"Shake and Western Sizzlin, and the industries in which they operate;
Reviewed certain internal financial statements and other financial and operating data concerning Steak n Shake and
3.Western Sizzlin, which Steak n Shake and Western Sizzlin have identified as being the most current consolidated
financial statements available as of June 30, 2009;
Reviewed certain internal unconsolidated financial statements and other financial and operating data concerning
"Western Sizzlin as of July 31, 2009 and August 31, 2009;
5.  Reviewed certain financial forecasts of Steak n Shake prepared by the management of Steak n Shake;
Reviewed certain financial forecasts of Western Sizzlin prepared by the management of Western Sizzlin and
"adjusted by the management of Steak n Shake;
Reviewed certain information relating to potential strategic, financial and operational benefits anticipated from the
7.merger, referred to as the Strategic Benefits, as prepared by Western Sizzlin and adjusted by the management of
Steak n Shake;
Reviewed a draft of the merger agreement dated October 19, 2009, a draft of the form of the voting agreement dated
"October 19, 2009 and a draft of Steak n Shake indenture dated October 19, 2009;
Reviewed the historical trading price and trading volume of Steak n Shake common stock and Western Sizzlin
‘common stock;
Compared the financial performance of Steak n Shake and Western Sizzlin and the prices and trading activity of
10.Steak n Shake common stock and Western Sizzlin common stock with those of certain other publicly traded
companies that we deemed relevant;
Compared certain financial terms of the merger to financial terms, to the extent publicly available, of certain other
"business combination transactions that we deemed relevant; and
12. Conducted such other analyses and considered such other factors as we deemed appropriate.
In performing its analyses and rendering its opinion with respect to the merger, with the consent of the special
committee, Duff & Phelps:

Relied upon the accuracy, completeness, and fair presentation of all information, data, advice, opinions and
1.representations obtained from public sources or provided to it from private sources, including Steak n Shake
management, and did not independently verify such information;

Assumed that any estimates, evaluations, forecasts and projections, as well as the Strategic Benefits, furnished to
Duff & Phelps were reasonably prepared and based upon the best currently available information and good faith
‘judgment of the person furnishing the same; and that the Strategic Benefits will be realized at the times and in the

amounts projected by Western Sizzlin as adjusted by Steak n Shake;

Assumed that the final versions of all documents reviewed by Duff & Phelps in draft form conform in all material
‘respects to the drafts reviewed;

Assumed that information supplied to Duff & Phelps and representations and warranties made in each of the
"agreement, the indenture and the voting agreements are substantially accurate;

Assumed that all of the conditions required to implement the merger will be satisfied and that the merger (including
“the permitted special distribution of the Steak n Shake common stock owned by
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Western Sizzlin to the Western Sizzlin stockholders that was subsequently distributed on November 6, 2009) will be
completed in accordance with the agreement without any amendments thereto or any waivers of any terms or
conditions thereof;

Relied upon the fact that the special committee and Steak n Shake have been advised by counsel as to all legal

6. matters with respect to the merger, including the terms of the indenture and whether all procedures required by law
to be taken in connection with the merger have been duly, validly and timely taken; and

Assumed that all governmental, regulatory or other consents and approvals necessary for the consummation of the

7.merger will be obtained without any adverse effect on Steak n Shake or the contemplated benefits expected to be
derived in the merger.

In Duff & Phelps analysis and in connection with the preparation of its opinion, Duff & Phelps has made numerous
assumptions with respect to industry performance, general business, market and economic conditions and other
matters, many of which are beyond the control of any party involved in the merger. To the extent that any of the

foregoing assumptions or any of the facts on which Duff & Phelps s opinion is based prove to be untrue in any material
respect, its opinion cannot and should not be relied upon.

Duff & Phelps did not make any independent evaluation, appraisal or physical inspection of Steak n Shake s solvency
or of any specific assets or liabilities (contingent or otherwise). Duff & Phelps s opinion should not be construed as a
valuation opinion, credit rating, solvency opinion, an analysis of Steak n Shake s credit worthiness, as tax advice, or as
accounting advice. Duff & Phelps has not been requested to, and did not, (a) initiate any discussions with, or solicit

any indications of interest from, third parties with respect to the merger, the assets, businesses or operations of Steak n
Shake, or any alternatives to the merger, (b) negotiate the terms of the merger, and therefore, Duff & Phelps assumed
that such terms are the most beneficial terms, from Steak n Shake s perspective, that could, under the circumstances, be
negotiated between the special committee and Western Sizzlin, or (c) advise the special committee of the Steak n
Shake Board of Directors or any other party with respect to alternatives to the merger. In addition, Duff & Phelps did
not express any opinion as to the market price or value of Steak n Shake common stock or Western Sizzlin common
stock after announcement of the merger. Duff & Phelps did not make, and assumed no responsibility to make, any
representation, or render any opinion, as to any legal matter.

In rendering its opinion, Duff & Phelps did not express any opinion with respect to the amount or nature of any
compensation to any of Steak n Shake s officers, directors, or employees, or any class of such persons, relative to the
consideration to be received by the public shareholders of Steak n Shake in the merger, or with respect to the fairness

of any such compensation.

The basis and methodology for Duff & Phelps s opinion were designed specifically for the express purposes of the
special committee and may not translate to any other purposes. Duff & Phelps s opinion (a) does not address the merits
of the underlying business decision to enter into the merger versus any alternative strategy or transaction; (b) is not a
recommendation as to how the special committee, the board of directors of Steak n Shake or any stockholder should
vote or act with respect to any matters relating to the merger, or whether to proceed with the merger or any related
transaction, and (c) does not indicate that the consideration paid is the best possibly attainable under any
circumstances; instead, it merely states whether the consideration in the merger is within a range suggested by certain
financial analyses. The decision as to whether to proceed with the merger or any related transaction may depend on an
assessment of factors unrelated to the financial analysis on which its opinion is based. Duff & Phelps s opinion should
not be construed as creating any fiduciary duty on the part of Duff & Phelps to any party.

Duff & Phelps prepared its opinion effective as of October 21, 2009. Duff & Phelps s opinion is necessarily based
upon market, economic, financial and other conditions as they existed and can be evaluated as of October 21, 2009,
and Duff & Phelps disclaims any undertaking or obligation to advise any person of any change in any fact or matter

affecting its opinion which may come or be brought to the attention of Duff & Phelps after October 21, 20009.
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Duff & Phelps acted as financial advisor to the special committee and will receive a fee for its services. No portion of
Duff & Phelps fee is contingent upon either the conclusions expressed in its opinion or whether or not the merger is
successfully consummated.

In preparing its opinion to the special committee, Duff & Phelps performed a variety of analyses, including those
described below. The summary of Duff & Phelps s valuation analyses is not a complete description of the analyses
underlying Duff & Phelps s opinion. The preparation of an opinion regarding fairness is a complex process involving
various quantitative and qualitative judgments and determinations with respect to the financial, comparative and other
analytic methods employed and the adaptation and application of these methods to the unique facts and circumstances
presented. As a consequence, neither an opinion regarding fairness nor its underlying analyses is readily susceptible to
partial analysis or summary description. Duff & Phelps arrived at its opinion based on the results of all analyses
undertaken by it and assessed as a whole and did not draw, in isolation, conclusions from or with regard to any
individual analysis, analytic method or factor. Accordingly, Duff & Phelps believes that its analyses must be
considered as a whole and that selecting portions of its analyses, analytic methods and factors or focusing on
information presented in tabular format, without considering all analyses and factors or the narrative description of the
analyses could create a misleading or incomplete view of the processes underlying its analyses and opinion.

In performing its analyses, Duff & Phelps considered general business, economic, industry and market conditions,
financial and otherwise, and other matters as they existed on, and could be evaluated as of, the date of its written
opinion. No company, transaction or business used in Duff & Phelps s analyses for comparative purposes is identical
to Steak n Shake, Western Sizzlin or the merger. Duff & Phelps made judgments and assumptions with regard to
industry performance, general business, economic, regulatory, market and financial conditions and other matters,
many of which are beyond the control of Steak n Shake, such as the impact of competition on the business of Steak n
Shake, Western Sizzlin and on the industry generally, industry growth and the absence of any adverse material change
in the financial condition and prospects of Steak n Shake, Western Sizzlin or the industry or in the markets generally.
Duff & Phelps believes that mathematical analyses (such as determining average and median) are not by themselves
meaningful methods of using selected company data and must be considered together with qualities, judgments and
informed assumptions to arrive at sound conclusions. While the results of each analysis were taken into account in
reaching its overall conclusion with respect to fairness, Duff & Phelps did not make separate or quantifiable
judgments regarding individual analyses. The implied reference range values indicated by Duff & Phelps s analyses
are illustrative and not necessarily indicative of actual values or predictive of future results or values, which may be
significantly more or less favorable than those suggested by the analyses. In addition, any analyses relating to the
value of assets, businesses or securities do not purport to be appraisals or to reflect the prices at which businesses or
securities actually may be sold, which may depend on a variety of factors, many of which are beyond the control of
Steak n Shake and Duff & Phelps. Much of the information used in, and accordingly the results of, Duff & Phelps s
analyses are inherently subject to substantial uncertainty.

Duff & Phelps s opinion was provided to the special committee in connection with its consideration of the merger and
was only one of many factors considered by the special committee in evaluating the merger. Neither Duff & Phelps s
opinion nor its analyses were determinative of the merger consideration or of the views of the special committee or
management of Steak n Shake with respect to the merger.

The following is a summary of the material analyses prepared in connection with Duff & Phelps s opinion rendered on
October 21, 2009. The order of the analyses does not represent relative importance or weight given to those analyses
by Duff & Phelps. The fact that any specific analysis has been referred to in the summary below is not meant to
indicate that such analysis was given greater weight than any other analysis. The analyses summarized below include
information presented in tabular format. The tables alone do not constitute a complete description of the analyses.
Considering the data in the tables below without considering the full narrative description of the analyses, as well as
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Valuation of Restaurant Operations: For purposes of its analyses, Duff & Phelps reviewed a number of financial and
operating metrics in valuing the restaurant operations of Western Sizzlin including:

Enterprise Value generally the value as of a specified date of the relevant company s outstanding equity securities
(taking into account its outstanding warrants and other convertible securities) plus the value of its net debt (the value
of its outstanding indebtedness, preferred stock and capital lease obligations less the amount of cash on its balance
sheet) as of a specified date.
EBITDA generally the amount of the relevant company s earnings before interest, taxes, depreciation, and
amortization for a specified time period.

Unless the context indicates otherwise, enterprise values used in the selected public companies analysis described

below were calculated using the closing prices of such companies common stock as of October 21, 2009, and the
enterprise values for the target companies used in the selected mergers and acquisitions, or M&A, transaction analysis
described below were calculated as of the announcement date of the relevant transaction based on the purchase prices

paid in the selected M&A transaction analysis. Accordingly, this information does not necessarily reflect current or
future market conditions. Estimates of 2009 and 2010 EBITDA for Western Sizzlin were based on estimates provided
by Western Sizzlin management, as adjusted by Steak n Shake management. Estimates of 2009 and 2010 EBITDA for
the selected public companies listed below were based on publicly available research analyst estimates for the selected
public companies.

Selected M&A Transaction Analysis. Duff & Phelps calculated multiples of enterprise value to EBITDA for the last
twelve-month period, or LTM , based on the purchase prices paid in 18 selected publicly- announced transactions.

The selected transactions were:

Date .

Announced Target Acquirer

10/14/2009  Rubio's Restaurants Inc.(D) Levine Leichtman Capital Partners
6/9/2009 Cajun Operating Co. (d/b/a Church'’s Friedman Fleischer & Lowe, LLC

Chicken)
5/18/2009 Kona Grill Inc. r;ll Road Capital; Mill Road Capital I,

Pizza Hut of America, Inc., 191 Pizza
11/3/2008 Hut Units
8/5/2008 BUCA, Inc. Planet Hollywood International Inc.

, . Triarc Companies Inc. (nka:
4/23/2008 Wendy's International Inc. Wendy s/Arby s Group, Inc.)

NPC International, Inc.

7/15/2007 Applebee's International, Inc. IHOP Corp. (nka: DineEquity, Inc.)
6/17/2007 Friendly Ice Cream Corp. Sun Capital Partners, Inc.
5/31/2007 Champps Entertainment Inc. Fox & Hound Restaurant Group

5/17/2007 Spectra Group of Great Restaurants Inc. Madison Pacific Properties Inc.
The Smith & Wollensky Restaurant

2/26/2007 Bunker Hill Capital
Group, Inc.
12/1/2006 Elephant & Castle Group Inc. Repechage Restaurant Group, Ltd.
11/22/2006  Sbarro Inc. MidOcean Partners
11/5/2006 OSI Restaurant Partners, LLC Bain Capital, LLC; Catterton Partners

Black Canyon Capital; Bruckmann,

103072006 Logan’s Roadhouse, Inc. Rosser, Sherrill & Co.; Canyon Capital
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8/24/2006 Back Yard Burgers Inc. Cherokee Advisors LLC
8/18/2006 Lone Star Steakhouse & Saloon, Inc. Lone Star Funds
7/24/2006 Ryan's Restaurant Group Inc. Buffets, Inc.

Source: Capital 1Q and SEC Filings

(D) Transaction has been announced, but have not closed as of October 29, 2009
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The selected M&A transaction analysis indicated the following:

Multiple Description Low High Mean Median
Enterprise Value as a multiple of LTM EBITDA 5.7x  144x  10.5x  10.3x
Duff & Phelps used the data above, in conjunction with the data from its selected public company analysis described
below to reach certain valuation conclusions described below.

Selected Public Company Analysis. Duff & Phelps calculated multiples of enterprise value and considered certain
financial data for Western Sizzlin and seven selected companies.

The calculated multiples included:

Enterprise value as a multiple of latest 12 months, or LTM, EBITDA;
Enterprise value as a multiple of projected 2009 EBITDA; and
Enterprise value as a multiple of projected 2010 EBITDA.
The selected public companies were:

Famous Dave s of America Inc.;
Frisch s Restaurants Inc.;
Luby slInc.;
Mexican Restaurants Inc.;
Nathan s Famous Inc.;
O Charley s Inc.; and
Star Buffet Inc.
The selected public company analysis indicated the following:

Multiple Description Low High  Mean Median
Enterprise Value as a multiple of:

LTM EBITDA 28x 165x  64x  5.2x
2009P EBITDA 43x  5.3x 4.8x  4.8x
2010P EBITDA 44x  5.1x 57x  4.7x

Summary of Selected Public Company/M &A Transaction Analyses: In selecting valuation multiples, Duff & Phelps
considered several factors including size, business mix, profitability, growth and business model. Duff & Phelps
applied multiple ranges to corresponding financial data for Western Sizzlin, including estimates provided by Western
Sizzlin s management as adjusted by Steak n Shake s management. In order to estimate a range of enterprise values for

Western Sizzlin, Duff & Phelps selected and applied valuation multiples of LTM EBITDA ranging from 4.75x to
5.75x based on Western Sizzlin s LTM EBITDA as compared to the selected public companies and the target
companies in the M&A transactions. These selected multiples implied a valuation range, based on LTM EBITDA, of
$9.7 million to $11.7 million. Duff & Phelps selected and applied valuation multiples of projected 2009 EBITDA
ranging from 4.25x to 5.25x based on Western Sizzlin s Projected 2009 EBITDA as compared to the selected public
companies. These selected multiples implied a valuation range, based on projected 2009 EBITDA, of $9.1 million to
$11.2 million. Duff & Phelps selected and applied valuation multiples of projected 2010 EBITDA ranging from 4.00x
to 5.00x based on Western Sizzlin s Projected 2010 EBITDA as compared to the selected public companies. These
selected multiples implied a valuation range, based on projected 2010 EBITDA, of $9.0 million to $11.1 million.
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As a result of these selected valuation multiples, the selected public company / M&A transaction analyses indicated an
estimated enterprise value for Western Sizzlin of $9.2 million to $11.4 million. Duff & Phelps
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considered the selected public company and M&A transaction analyses together due to a lack of recent meaningful
M&A transactions of a comparable size to Western Sizzlin.

Discounted Cash Flow Analysis. Duff & Phelps calculated the net present value of Western Sizzlin s unlevered,
after-tax debt-free cash flows based on estimates provided by Western Sizzlin s management, as confirmed by Steak n
Shake s management. In performing this analysis, Duff & Phelps used discount rates ranging from 14.5% to 16.5%
based on Western Sizzlin s estimated weighted average cost of capital and calculated a terminal value by using a
commonly accepted perpetuity formula. The discounted cash flow analysis indicated an implied enterprise value range

of $11.2 million to $12.9 million.

Based on selected public company and M&A transaction analyses and the discounted cash flow analysis, Duff &
Phelps concluded an enterprise value range of $10.2 million to $12.2 million for the restaurant operations of Western
Sizzlin.

Valuation of Western Properties, Inc.: Duff & Phelps estimated the market value of a vacant tract of land located
along the east side of I-10, just north of Loop 1604 in San Antonio, Texas. The land consists of approximately 23
gross acres, and based on information provided by Western Sizzlin, approximately 11 acres are presently developable.
Based upon comparative analysis and considering the comments of local market participants, the estimate of the
current market value range for the subject site is from $8.00 to $10.00 per square foot of net developable land area, or

from $3.8 million to $4.8 million.

Valuation of Western Mustang Holdings LLC: In order to value Western Mustang Holdings LL.C, Duff & Phelps
valued the investments held by Mustang Capital Advisors, LP, the operating company of Western Mustang Holdings
LLC, and its general partner, Mustang Capital Management, LLC ( Mustang Capital Management ). Mustang Capital
Adpvisors, LP manages assets through its funds, Mustang Capital Partners I, LP and Mustang Capital Partners II, LP,

and managed accounts. Mustang Capital Partners I, LP and Mustang Capital Partners I, LP were valued by
marking-to-market equity securities held by each as of October 21, 2009. Mustang Capital Management has an
economic ownership in Mustang Capital Partners I, LP and Mustang Capital Partners II, LP of 4.18%. Western Sizzlin
has a 50.5% ownership interest in Mustang Capital Management, which equates to a 2.11% underlying economic
ownership of Mustang Capital Partners I, LP and Mustang Capital Partners II, LP. In order to value the managed
account asset of Mustang Capital Advisors, LP, Duff & Phelps utilized assets under management, or AUM, and
applied a percentage to the AUM based on other publicly traded asset managers. Since Western Sizzlin has a 50.5%
ownership interest in the General Partner of Mustang Capital Advisors, LP, we applied multiples to only 50.5% of the
total managed accounts assets under management. Duff & Phelps concluded a value range of $545,000 to $775,000
for Western Mustang Holdings LLC.

Valuation of Western Investments, Inc.: Western Investments Inc. serves as the general partner of Western
Acquisitions LP, which operates as a private investment fund. As of March 31, 2009, Western Investments Inc. owned
85.1% of Western Acquisitions LP. Western Investments Inc. was valued by marking-to-market the securities held as
of October 21, 2009. Duff & Phelps concluded a value of $15.0 million which included the value of 1,553,545 shares
of Steak n Shake common stock (approximately $17.3 million at a Steak n Shake share price of $11.14) and 120,503
shares of Emerson Radio Corporation common stock (approximately $170,000 at a Emerson Radio Corporation share

price of $1.41).

Valuation of Marketable Securities held by Western Sizzlin: The marketable securities were valued by
marking-to-market the securities held as of October 21, 2009. Duff & Phelps concluded a value of $1.2 million.
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Valuation of Other Assets and Liabilities: Duff & Phelps added cash and notes receivables as of June 30, 2009 and
subtracted debt as of June 30, 2009 to the enterprise value of Western Sizzlin s restaurant operations plus the value of
Western Properties, Inc, Western Mustang Holdings LLC, Western Investments, Inc. and the marketable securities
held by Western Sizzlin. Additionally, Duff & Phelps made the following adjustments to enterprise value: (a) added
the present value of the proceeds from a joint venture payout in which Western Sizzlin has a 50.5% controlling
interest, (b) added the present value of the tax benefit of the net operating loss carryforward, which was created
because of prior operating losses, (c) added the present value of the tax benefit of amortization, (d) deducted the
potential estimated tax liability exposure that could
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result because previous net operating loss limitations were not properly considered when Western Sizzlin filed tax
returns, and (e) deducted the cash value of the purchase obligation that was created from the acquisition of a 50.5%
interest in Mustang Capital Advisors, LP and is a liability of Western Sizzlin. These adjustments totaled
approximately $(1.0) million.

After taking all the relevant adjustments into consideration, Duff & Phelps concluded an aggregate equity value per

share of Western Sizzlin of $10.50 to $11.60 as presented in the table below

Equity Valuation Summary Indicative Value Range

($000s)

Selected Public Company/M&A Transaction Analyses $9,200 $10,300 $11,400
Discounted Cash Flow Analysis 11,200 11,700 12,900
Enterprise Value Range of Restaurant Operations $10,200 $11,000 $12,200
Plus: Value of Western Properties, Inc. 3,830 4,310 4,790
Plus: Net Asset Value of Western Mustang Holdings LLC 545 660 775
Plus: Net Asset Value of Western Investments, Inc. 14,994 14,994 14,994
Plus: Marketable Securities 1,166 1,166 1,166
Plus: Other Assets and Liabilities 997 ) (1,002) (1,007)
Aggregate Equity Value (rounded) $29,700 $31,100 $32,900
Equity Value per Share $10.50 $11.00 $11.60

Duff & Phelps added $2.04 to $2.54 per share of Strategic Benefits to the aggregate equity value per share of Western
Sizzlin. The Strategic Benefits were provided by Western Sizzlin management and adjusted by the management of
Steak n Shake. Duff & Phelps used a multiple range of 4.0x to 5.0x to value the annual expected Strategic Benefits of
$1.4 million. Including Strategic Benefits, Duff & Phelps concluded an equity value per share of $12.50 to $14.10.
From this share price, Duff & Phelps deducted the per share equity value of Steak n Shake shares held by Western
Sizzlin, and deducted the potential tax liability on the gain on distribution of Steak n Shake shares. Duff & Phelps
concluded an equity value per share, excluding the equity value of Steak n Shake and including potential Strategic
Benefits, of $7.30 to $8.80 as compared to the proposed merger consideration of $8.07 per share of Western Sizzlin
common stock.

Other Matters

Duff & Phelps was engaged by Steak n Shake pursuant to a letter agreement dated June 26, 2009 to provide an
opinion to the special committee regarding the fairness from a financial point of view to the public shareholders of
Steak n Shake of the consideration to be paid by Steak n Shake in the merger. Steak n Shake engaged Duff & Phelps
based on its experience, having been founded in 1932, and reputation as one of the leading middle market investment
banking and independent financial advisory firms in the United States. Duff & Phelps is regularly engaged to render
financial opinions in connection with mergers, acquisitions, divestitures, leveraged buyouts, recapitalizations, and for
other purposes. Pursuant to the terms of the letter between Steak n Shake and Duff & Phelps, Steak n Shake paid Duff
& Phelps $150,000 upon Duff & Phelps stating to the special committee that it was prepared to deliver its opinion. As

part of this engagement, Duff & Phelps has previously received $225,000 in fees for the performance of valuation
services and other than expenses, no other fees are payable. Other than this engagement, during the two years
preceding the date of this opinion, Duff & Phelps had not had any material relationship with any party to the merger
for which compensation has been received or is intended to be received, nor is any such material relationship or
related compensation mutually understood to be contemplated.

Other Matters 135



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

Alternatives to the Merger Considered by
the Steak n Shake Special Committee and the Western
Sizzlin Special Committee

Alternatives to the Merger Considered by the Steak n Shake Special
Committee

The Steak n Shake special committee was requested only to consider the proposed acquisition of Western Sizzlin and
was not requested to (and therefore did not) consider alternatives to the merger, other than the alternative of not
proceeding with the merger.
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Alternatives to the Merger Considered by the Western Sizzlin Special
Committee

Prior to the execution of the merger agreement, the Western Sizzlin special committee did not expressly consider any
specific alternatives to the transaction contemplated thereby, other than the alternative of not proceeding with the
merger. Following the execution of the Letter of Intent between Western Sizzlin and Steak n Shake in August 2009,
the Western Sizzlin special committee, through its financial advisor, B. Riley, actively solicited alternative acquisition
proposals from a number of candidates. As none of the targeted candidates elected to pursue a potential transaction
with Western Sizzlin and no unsolicited alternative acquisition proposals were submitted to Western Sizzlin or B.
Riley, the Western Sizzlin special committee did not consider any specific alternatives to the merger, other than the
alternative of not proceeding with the merger.

Plans for Western Sizzlin after the Merger

It is expected that, upon consummation of the merger, Western Sizzlin s operations will be conducted substantially in
the same manner as they currently are being conducted except that Western Sizzlin s common stock will cease to be
publicly traded and Western Sizzlin will be a wholly owned subsidiary of Steak n Shake. Western Sizzlin will not be
subject to many of the obligations and constraints, and the related direct and indirect costs, associated with having
publicly traded equity securities. Western Sizzlin s common stock is currently registered under the Exchange Act and
is quoted on the NASDAQ Capital Market under the symbol WEST. If the merger is completed, Western Sizzlin s
common stock will be delisted from the NASDAQ Capital Market and will be deregistered under the Exchange Act.

Following the merger, Steak n Shake will continue to evaluate and review Western Sizzlin s business and operations
and may develop new plans and proposals or elect to pursue acquisitions or other opportunities that Steak n Shake
considers appropriate to maximize Western Sizzlin s value.

Interests of Steak n Shake s and Western Sizzlin s
Directors
and Executive Officers in the Merger

Interests of Western Sizzlin s Directors and Executive Officers in the Merger

The Western Sizzlin special committee, which is unanimously recommending that you vote FOR the approval of the
merger agreement and the merger, was comprised entirely of independent directors that have no affiliation, whether by
security ownership or otherwise, with Steak n Shake. Nevertheless, when you consider the recommendation of the
Western Sizzlin special committee to approve the merger agreement and the merger, you should be aware that certain
of Western Sizzlin s directors, executive officers and stockholders may have interests in the merger that are different
from, or in addition to, your interests as stockholders generally and that may present actual or apparent conflicts of
interests, including without limitation:

three directors of Western Sizzlin, Sardar Biglari, Philip L. Cooley and Jonathan Dash, along with John K. H.
Linnartz, the managing member of Mustang Capital Management, LLC, in which Western Sizzlin owns a 51%
interest, exercise voting control over an aggregate of 1,243,319 shares of Western Sizzlin s common stock, or
approximately 43.8% of its currently outstanding common stock, based upon filings made by such persons with the

Interests of Steak n Shake s and Western Sizzlin s Directors and Executive Officers in the Merger 137



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

SEC to date, and, at the time the merger agreement was executed were members of a group, within the meaning of
Section 13(d)(3) of the Exchange Act, along with Western Sizzlin, that beneficially owned, at the time the merger
agreement was executed, an aggregate of 2,753,155 shares of Steak n Shake s common stock, or approximately 9.6%
of its then outstanding common stock (including the 1,322,806 shares owned by an investment subsidiary of Western
Sizzlin that were subsequently distributed to Western Sizzlin s stockholders on November 6, 2009);

Mr. Biglari, Western Sizzlin s Chairman, President and Chief Executive Officer, is also the Chairman, President and
Chief Executive Officer of Steak n Shake and Mr. Cooley, Vice Chairman of Western Sizzlin s board of directors, is
also the Vice Chairman of the board of directors of Steak n Shake.

Western Sizzlin s officers will continue to serve as officers of the surviving corporation after the merger is effective, as
discussed in The Merger Agreement Directors and Officers of Western
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Sizzlin Following the Merger, and Mr. Dash (a director of Western Sizzlin who also consults regarding marketing,
supply chain management and research and development for Steak n Shake) may continue to provide consulting
services to Steak n Shake after the merger is effective;
certain of Western Sizzlin s executive officers may be eligible to receive enhanced severance rights under their
employment agreements, as a result of the merger, including Robyn B. Mabe, Western Sizzlin s Chief Financial
Officer, who will be entitled under the terms of her employment agreement to receive termination benefits equal to
her annual base salary in effect on the change of control date and the continuation of health and welfare benefits
through the termination date of the agreement in the event that her employment is terminated within one year
following a change in control; and
continued indemnification of Western Sizzlin s directors and officers and directors and officers liability insurance
coverage is to be provided by Steak n Shake and the surviving corporation for at least six years following the effective
time of the merger.
The special committee of the Western Sizzlin board of directors was aware of these differing interests and potential
conflicts and considered them, among other matters, in evaluating and negotiating the merger agreement with the
Steak n Shake special committee and in recommending that Western Sizzlin s board of directors and Western Sizzlin s
stockholders approve and adopt, as the case may be, the proposals to be voted upon at the Western Sizzlin special
meeting.

Interests of Steak n Shake s Directors and Executive Officers in the Merger

In considering the recommendations of the Steak n Shake special committee that Steak n Shake s board of directors
approve the merger, the Steak n Shake board of directors was aware that Sardar Biglari, Chairman, President and
Chief Executive Officer of Steak n Shake, and Philip L. Cooley, Vice Chairman of the board of directors of Steak n
Shake, have interests in the merger that are different from, and/or in addition to, the interests of Steak n Shake
stockholders generally, including:

Mr. Biglari is also Chairman, President and Chief Executive Officer of Western Sizzlin and beneficially owns through
private investment funds approximately 33% of the common stock of Western Sizzlin, and Mr. Cooley is also Vice
Chairman of Western Sizzlin and owns beneficially common stock of Western Sizzlin representing less than one
percent of its outstanding common stock.
Mr. Biglari and Mr. Cooley are also members of a group, within the meaning of Section 13(d)(3) of the Exchange
Act, that beneficially owned, at the time the merger agreement was executed, an aggregate of 2,753,155 shares of
Steak n Shake s common stock, or approximately 9.6% of its then outstanding common stock (including the 1,322,806
shares owned by an investment subsidiary of Western Sizzlin that were subsequently distributed to Western Sizzlin s
stockholders on November 6, 2009), which group included, at the time the merger agreement was executed, among
others, Western Sizzlin and Western Sizzlin director and stockholder Jonathan Dash.

The Steak n Shake special committee was aware of and considered these differing interests and potential conflicts,
among other matters, in evaluating and negotiating the merger agreement with the Western Sizzlin special committee
and in recommending that Steak n Shake s board of directors approve and adopt the merger agreement and the merger.

Completion of the Merger

If the stockholder approval described herein is obtained and all other conditions to the merger have been satisfied or
waived, Merger Sub will merge with and into Western Sizzlin upon the terms and subject to the conditions set forth in
the merger agreement, with Western Sizzlin continuing as the surviving company and succeeding to and assuming all

the rights and obligations of Merger Sub.
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After the merger, the Western Sizzlin common stock will be delisted and deregistered and Western Sizzlin s reporting
obligations under the Exchange Act will cease. During 2008, Western Sizzlin incurred approximately $104,000 in
compliance costs associated with its reporting obligations (excluding fees paid to
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Western Sizzlin s independent auditors) and approximately $ 80,200 in NASDAQ listing fees. Not paying these costs
and fees will represent cost-savings for the surviving company following the completion of the merger.

The debentures to be issued in connection with the merger will be registered under the Exchange Act and it is
anticipated that they will be listed on the NYSE as described in The Merger Agreement

Conditions to the Merger
below.
The initial directors of the surviving company following the merger will be William J. Regan, Jr., Ruth J. Person and
John W. Ryan. The initial officers of the surviving company following the merger are contemplated to be Sardar
Biglari and Robyn Mabe, who are currently officers of Western Sizzlin.

If the merger is completed, except as described in this proxy statement/prospectus, none of Steak n Shake or Merger
Sub currently has any plans or proposals that relate to or would result in:

an extraordinary transaction, such as a merger, reorganization or liquidation, involving Western Sizzlin or any of its
subsidiaries;
any purchase, sale or transfer of a material amount of assets of Western Sizzlin or any of its subsidiaries;
the acquisition or disposition by any person of additional securities of Western Sizzlin; or
any other material change in Western Sizzlin s structure or business.

Governmental and Regulatory Matters

Steak n Shake and Western Sizzlin have agreed to use their respective reasonable best efforts to obtain as promptly as
practicable all governmental or regulatory approvals or consents that may be required to complete the transactions
contemplated in the merger agreement. Neither Steak n Shake nor Western Sizzlin is aware of any material
governmental or regulatory approval required for completion of the merger, other than the effectiveness of the
registration statement of which this joint proxy statement/prospectus is a part, compliance with applicable corporate

law of Delaware and compliance with applicable state blue sky laws.

Provisions for Unaffiliated Security Holders

No provision has been made in connection with the merger to grant Western Sizzlin s stockholders access to the
corporate files of Steak n Shake, Western Sizzlin, any other party to the merger or any of their respective affiliates or
to obtain counsel or appraisal services at the expense of Steak n Shake or Western Sizzlin for any other such party or

affiliate.

Listing of the Debentures

It is a condition to the consummation of the merger that the debentures issuable to Western Sizzlin stockholders in the
merger shall have been authorized for listing on the New York Stock Exchange, subject to official notice of issuance.

Exchange Agent

Prior to the time when the merger becomes effective, Steak n Shake will designate a bank or trust company reasonably
acceptable to Western Sizzlin for the purpose of exchanging Western Sizzlin common stock held by the stockholders
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of Western Sizzlin for the merger consideration.

Dividends and Distributions

Under the terms of the merger agreement, prior to the closing of the merger, Western Sizzlin is prohibited from
declaring or paying any cash dividend or other distribution to Western Sizzlin stockholders, except for the special
dividend payable in kind to Western Sizzlin s stockholders of the 1,322,806 shares of Steak n Shake common stock

beneficially owned by Western Sizzlin s subsidiaries. The terms of the merger agreement prohibit Steak n Shake from

declaring or paying dividends or distributions, where such action would reasonably be expected to constitute a breach

of the covenants applicable to Steak n Shake set forth in the indenture, if the indenture were effective as of the date of
the merger agreement.
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Material U.S. Federal Income Tax Consequences

The exchange of Western Sizzlin common stock for debentures (and/or cash in lieu of fractional interests in
debentures) in the merger will be a taxable transaction for United States federal income tax purposes for those holders
of Western Sizzlin common stock who are United States citizens or otherwise described as U.S. holders by the
discussion of tax consequences included elsewhere in this document. Generally, and subject to certain exceptions, a
U.S. holder whose Western Sizzlin common stock is converted into the right to receive debentures and/or cash in the
merger will recognize capital gain or loss for U.S. federal income tax purposes equal to the difference, if any, between
(x) the sum of (1) fair market value of the debentures received by such holder in the merger, and (2) the amount of
cash received by such holder in the merger, (y) and the U.S. holder s adjusted tax basis in such Western Sizzlin
common stock. For holders of Western Sizzlin common stock other than U.S. holders, the exchange of Western
Sizzlin common stock for debentures (and/or cash in lieu of fractional interests in debentures) in the merger by a
non-U.S. holder generally will not be subject to U.S. federal income tax unless the gain is effectively connected with a
trade or business of the non-U.S. holder in the United States (and, if required by an applicable income tax treaty, is
attributable to a U.S. permanent establishment of the non-U.S. holder); or the non-U.S. holder is present in the United
States for 183 days or more in the taxable year of the exchange and certain other conditions are met. See Material U.S.
Federal Income Tax Consequences for a summary of the material U.S. federal income tax consequences of the merger
and of the material U.S. federal income tax consequences to non-U.S. holders of holding and disposing of debentures
received pursuant to the merger. Because individual circumstances may differ, each stockholder should consult the
stockholder s tax advisor regarding the applicability of the rules discussed in this proxy statement/prospectus to the
stockholder and the particular tax effects to the stockholder of the merger and the holding or disposing of debentures
in light of such stockholder s particular circumstances, the application of state, local and foreign tax laws, and, if
applicable, the tax consequences of the transactions described in this proxy statement/prospectus relating to equity
compensation and benefit plans.

Anticipated Accounting Treatment

The merger will be accounted for under the acquisition method of accounting. Under the acquisition method, the
purchase price will be allocated to identifiable assets and assumed liabilities based on their fair values. Any excess
will be accounted for as goodwill. Intangible assets with definite lives will be amortized over their estimated useful
lives. Goodwill and intangible assets determined to have indefinite lives will not be amortized, but will be tested for

impairment at least annually (more frequently if certain indicators are present). In the event that management of Steak

n Shake determines that the value of goodwill or intangible assets has become impaired, an impairment charge will be

recorded in the fiscal quarter in which such determination is made. Also, costs related to the merger will be expensed
during the period in which they are incurred.

Sources of Funds; Fees and Expenses

The cash portion of the aggregate merger consideration, required to settle fractional interests of less than $1,000
principal amount of debentures, is expected to be approximately $250,000. This cash is expected to be funded with
cash held by Steak n Shake at the effective time of the merger.

It is anticipated that Steak n Shake and Western Sizzlin will incur an aggregate of approximately $2,250,000 in fees
and expenses in connection with the merger. These expenses will be comprised of:
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approximately $2,100,000 in financial, legal, accounting and tax advisory fees;
approximately $1,500 in SEC filing fees (inclusive of Schedule 13E-3 filing fees);
approximately $50,000 in printing, solicitation and mailing expenses associated with this proxy statement/prospectus;
and
approximately $98,500 in miscellaneous expenses.
Of this estimated total of $2,250,000, Western Sizzlin has paid, or is responsible for paying approximately $975,000,
and the balance is the responsibility of Steak n Shake.
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As discussed in  Background of the Merger above, the Steak n Shake special committee engaged Duff & Phelps as a
special financial advisor. In connection with Duff & Phelps s services as special financial advisor to the Steak n Shake
special committee in connection with the merger, Steak n Shake has paid Duff & Phelps an aggregate fee of $375,000,

none of which is contingent upon the consummation of the merger.

Pursuant to the terms of the engagement letter with Western Sizzlin s special committee, B. Riley was paid a $50,000

initial retainer for its financial advisory services and was paid a fee of $150,000 for rendering its Opinion on October

22, 2009. If the merger is completed, B. Riley will be paid an additional amount equal to approximately $100,000 for
its financial advisory services.
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RISK FACTORS

In addition to the other information included and incorporated by reference in this proxy statement/ prospectus,
including the matters addressed in the section entitled Cautionary Statement Concerning Forward-Looking
Information, you should carefully consider the following risks before deciding whether to vote for adoption of the

merger agreement and approval of the merger.

Risk Factors Relating to Steak n Shake and Western
Sizzlin

Steak n Shake s and Western Sizzlin s businesses are subject to the risks described below relating to the merger. In
addition, Steak n Shake is and will continue to be subject to the risks described in Part 1, Item 1A of its Annual Report
on Form 10-K for the year ended September 30, 2009, which report has been filed with the SEC, and Western Sizzlin
is and will continue to be subject to the risks described below. If any of the risks described in this prospectus or in the
annual report actually occurs, the respective businesses, financial results, financial condition or stock or debenture
prices or values of Steak n Shake or Western Sizzlin could be materially adversely affected. The following risks
should be considered along with the other risks described in the reports incorporated by reference into this prospectus.
See Other Matters Where You Can Find More Information for the location of information incorporated by reference
into this prospectus.

Failure to complete the merger could negatively impact the stock price and
the future business and financial results of Steak n Shake and Western
Sizzlin.

If the merger is not completed, the ongoing businesses of Steak n Shake and Western Sizzlin may be adversely
affected and, without realizing any of the benefits of having completed the merger, Steak n Shake and Western Sizzlin
will be subject to a number of risks, including the following:

the current market price of each company s common stock may reflect a market assumption that the merger will occur
and a failure to complete the merger could result in a negative perception of either or both companies by equity
investors and result in a decline in the market price of the common stock of that company;
Steak n Shake and Western Sizzlin will be required to pay transaction costs relating to the merger, whether or not the
merger is completed, it is anticipated that Steak n Shake and Western Sizzlin will incur an aggregate of approximately
$2,250,000 in fees and expenses in connection with the merger, which will be comprised of:
approximately $2,100,000 in financial, legal, accounting and tax advisory fees;
approximately $1,500 in SEC filing fees (inclusive of Schedule 13E-3 filing fees);
approximately $50,000 in printing, solicitation and mailing expenses associated with this proxy statement/prospectus;
and
approximately $98,500 in miscellaneous expenses,
of this estimated total of $2,250,000, Western Sizzlin has paid, or is responsible for paying approximately $975,000,
and the balance is the responsibility of Steak n Shake;

under the merger agreement, Western Sizzlin is subject to restrictions on the conduct of its business prior to
completing the merger which may affect its ability to execute some of its business strategies, including restrictions on
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Western Sizzlin s ability to enter into any license with respect to its intellectual property outside of the ordinary course
of business, enter into any new line of business, make capital expenditures, or enter into, amend or terminate certain
material contracts, in each case subject to certain exceptions; and

matters relating to the merger (including integration planning) may require substantial commitments of time and
resources by Steak n Shake and Western Sizzlin management, which could otherwise have been devoted to other

opportunities that may have been beneficial to Steak n Shake and Western Sizzlin as separate companies.
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Western Sizzlin must continue to retain, motivate and recruit executives and
other key employees, which may be difficult in light of uncertainty regarding
the merger, and failure to do so could negatively affect the combined
company.

For the merger to be successful, during the period before the merger is completed, Western Sizzlin must continue to
retain, motivate and recruit executives and other key employees. Employees of Western Sizzlin may experience
uncertainty about their future roles until, or even after, strategies with regard to the combined company are announced
or executed. These potential distractions of the merger may adversely affect the ability of Western Sizzlin to attract,
motivate and retain executives and other key employees and keep them focused on applicable strategies and goals. A
failure by Western Sizzlin to retain and motivate executives and other key employees during the period prior to or
after the completion of the merger could have a negative impact on the business of Western Sizzlin and the ability of
Steak n Shake to achieve the benefits of the merger.

Steak n Shake may not be able to successfully consolidate business
operations and realize the anticipated benefits of the merger.

Realization of the anticipated benefits of the merger, including anticipated synergies and overhead savings, will
depend, in large part, on Steak n Shake s ability to successfully eliminate redundant corporate functions and to
consolidate public company and shared service responsibilities. Steak n Shake will be required to devote significant
management attention and resources to the consolidation of business practices and support functions while
maintaining the independence of Steak n Shake s and Western Sizzlin s standalone brands. The challenges Steak n
Shake may encounter include the following:

consolidating redundant operations, including corporate functions;
realizing targeted margin improvements at company-owned restaurants; and
addressing differences in business cultures between Steak n Shake and Western Sizzlin, preserving employee morale
and retaining key employees, maintaining focus on providing consistent, high quality customer service, meeting Steak
n Shake s operational and financial goals and maintaining the operational goals of each of the standalone brands.
In particular, Steak n Shake s ability to realize the targeted margin improvements at company-owned restaurants is
subject to a number of risks, including general economic conditions, increases in food and supply costs, increased
labor costs and other factors outside of Steak n Shake s control.

The process of consolidating corporate level operations could cause an interruption of, or loss of momentum in, Steak
n Shake s business and financial performance. The diversion of management s attention and any delays or difficulties
encountered in connection with the realization of corporate synergies and operational improvements could have an
adverse effect on Steak n Shake s business, financial results or financial condition. The consolidation and integration
process may also result in additional and unforeseen expenses. There can be no assurance that the contemplated
expense savings, improvements in Western Sizzlin s and Steak n Shake s store-level margins and synergies anticipated
from the merger will be realized.

Steak n Shake might incur substantial impairment charges if the merger is not
successful.

If Western Sizzlin s businesses do not perform well or Steak n Shake does not integrate Western Sizzlin s businesses
successfully, Steak n Shake could incur significant charges in future periods in order to write down goodwill and

Western Sizzlin must continue to retain, motivate and recruit executives and other key employees, which 48y be di



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

intangible assets established in the merger.

Results predicted in financial forecasts and projections considered by Steak n
Shake and Western Sizzlin may not be realized, which may adversely affect
the market prices or values of Steak h Shake common stock or debentures

following the merger.

Each of the Steak n Shake special committee and the Western Sizzlin special committee, with its respective financial
advisors, reviewed and relied on, among other things, certain projected financial forecasts provided by the
managements of Steak n Shake and Western Sizzlin, respectively. A failure of the combined
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company to achieve those results could have a material adverse effect on Steak n Shake s business, financial condition
and operating results, as well as the market prices and values of its common stock and debentures, following the
merger.

Risk Factors Relating to the Merger

The proposed merger may not be completed.

Western Sizzlin s special committee, as of the date of this proxy statement and prospectus, is, with the permission of

Steak n Shake, soliciting other proposals to be acquired by other potential strategic and financial buyers. If qualifying

proposals are received on or before November 21, 2009, Western Sizzlin s special committee may choose (subject to

the payment to Steak n Shake of a termination fee) to abandon the merger with Steak n Shake and choose to be

acquired by another buyer, or may continue to negotiate with qualifying bidders who have submitted a qualifying
proposal before November 21, 2009 and later agree to be acquired by those bidders. The Western Sizzlin s special

committee may also respond to certain unsolicited acquisition proposals from third parties after November 21, 2009
(subject to the payment to Steak n Shake of a larger termination fee) to the extent certain conditions set forth in the

merger agreement are satisfied.

In addition, there are conditions to the closing of the merger that might not be satisfied, resulting in one or both parties
deciding to terminate the merger agreement and abandon the merger.

There may be unexpected delays in the consummation of the merger, which
would delay Western Sizzlin stockholders receipt of the merger consideration
and could impact Steak n Shake s ability to achieve timely cost savings

associated with the merger.

While the companies presently expect that the merger can be completed as early as December 2009, unanticipated
circumstances, events or conditions could occur that would delay completion of the merger. Stockholders of one or
both companies could file lawsuits seeking to delay or prevent the merger or seeking damages, which lawsuits could
lead to the delay or prevent the completion of the merger and increase the costs of the merger to one or both of the
companies. Either company may terminate the merger agreement (without cause) if the merger has not been
completed by July 19, 2010.

Judicial appraisal proceedings commenced by dissenting Western Sizzlin
stockholders under Delaware law could result in Steak n Shake paying more
for Western Sizzlin than negotiated under the terms of the merger agreement.

Western Sizzlin stockholders have the right under Delaware law to receive, in cash, the fair value of their shares as
judicially determined by an appraisal proceeding. If a court should determine that the fair value exceeds the principal
amount of debentures to be issued in the merger by Steak n Shake in exchange for the Western Sizzlin stock, then
Steak n Shake would pay more for Western Sizzlin than agreed in the merger agreement and would be required to
apply additional cash resources to the payment of such awards.

Risk Factors Relating to the Merger 150
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Steak n Shake may incur additional debt in addition to (and with a payment
priority over) the debenture indebtedness proposed to be issued to acquire
Western Sizzlin.

Steak n Shake and its subsidiaries could choose to incur substantial additional debt, including additional secured debt
and debt incurred by Steak n Shake with priority in right to payment over the debenture, in the future. The terms of the
indenture for the new debentures will restrict, but will not prohibit, Steak n Shake or its subsidiaries from doing so.
The indenture will allow Steak n Shake and its subsidiaries to incur additional debt, subject to the conditions set forth
therein, which would be senior (either structurally or legally) in right of payment to the debentures. In addition, the
indenture will not prevent Steak n Shake from incurring other liabilities that do not constitute indebtedness (as

described in the indenture). If new debt or other liabilities are added to its current debt levels, Steak n Shake s
debt-to-equity, its fixed charge coverage ratio and other measures of leverage could increase, resulting in greater risk
to Steak n Shake debenture holders and stockholders.
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The debentures are unsecured subordinated obligations of Steak n Shake and
accordingly its assets may be insufficient to pay amounts due on the
debentures.

The debentures will be unsecured obligations. Steak n Shake may incur other debt, subject to the restrictions contained
in the indenture, which may be substantial in amount, and which may be secured. The debentures will be subordinated
to, and will rank junior in right of payment to, all of its existing and future Senior Debt, which generally includes
indebtedness of the Steak n Shake less than $50 million in the aggregate (a) incurred under or in respect of any debt
facility or commercial paper facility with a bank or other institutional lenders providing for certain types of loans and
financing, or (b) otherwise permitted under the indenture, unless such indebtedness is on a parity with or subordinated
in right of payment to the debentures under its terms. This means that Steak n Shake will be obligated to pay first the
entire amounts to which these other creditors are entitled before Steak n Shake will be obligated to pay any amounts to
the holders of the debentures for principal or accrued and unpaid interest. Under the indenture, Steak n Shake is
prohibited from paying any principal or interest on any debentures (i) after any Senior Debt becomes due and payable,
unless and until all such Senior Debt has first been paid in full, or (ii) after a Senior Debt payment default, unless and
until such default has been cured, waived, or otherwise has ceased to exist.

Because the debentures will be unsecured obligations, your right of repayment may be compromised in the following
situations:

Steak n Shake becomes subject to any bankruptcy, insolvency, reorganization, receivership or similar proceeding;
there is a default in payment under any of Steak n Shake s Senior Debt that continues without a waiver; or
any other default has occurred and continues without waiver (after the expiration of any applicable grace period)
pursuant to which the holders of Steak n Shake s Senior Debt are permitted to accelerate the maturity of such Senior
Debt.

If any of these events occurs, the lenders of the Senior Debt, who may be secured lenders, could foreclose on the Steak
n Shake assets in which they have been granted a security interest, in each case to your detriment, even if an event of
default exists under the indenture relating to the debentures at such time. As a result, upon the occurrence of any of
these events, there may not be sufficient funds to pay amounts due on the debentures.

The debentures are effectively subordinated to all indebtedness and other
liabilities, including trade payables, debt and preferred stock incurred or
issued by Steak n Shake s subsidiaries.

Steak n Shake is a holding company that derives substantial income from its operating subsidiaries. Steak n Shake s
subsidiaries are separate and distinct legal entities and have no obligation to pay any amounts on the debentures or to
make any funds available for such payment. Therefore, unless the indebtedness of Steak n Shake s subsidiaries is
guaranteed by Steak n Shake, the debentures will be effectively subordinated to the claims of all creditors of its
subsidiaries, including the claims of bank lenders and other creditors of Steak n Shake Operations, Inc., the subsidiary
of Steak n Shake that owns and operates Steak n Shake s restaurants.

If Steak n Shake redeems the debentures prior to maturity, you may not be
able to reinvest the proceeds at comparable rates.

Steak n Shake may, at its option, redeem the debentures, in whole or in part, without premium or penalty, on or after
the date that is the first anniversary of the date of issuance thereof at a redemption price equal to 100% of the principal

Steak n Shake may incur additional debt in addition to (and with a paymentpriority over) the debenture indegbtednes
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amount of the debentures to be redeemed, plus any accrued and unpaid interest to the date of redemption, provided
that Steak n Shake complies with applicable conditions specified by the indenture. In the event Steak n Shake redeems
some or all of the outstanding debentures, holders thereof have the risk of reinvesting the proceeds at the then-current
market rates, which may be higher or lower.

If an active trading market does not develop for the debentures, you may not
be able to resell them.

Steak n Shake applied on January 21, 2010 to list the debentures on the New York Stock Exchange upon issuance;
however, because the debentures will be issued without underwriting in a direct issue limited to
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stockholders of Western Sizzlin, no assurance can be made that any active trading market will develop for the
debentures. Moreover, the debentures are new securities for which there is currently no market. The debentures may
trade at a discount from their initial offering price, if at all, depending upon prevailing interest rates, the market for
similar securities, Steak n Shake s performance and other factors. In addition, the liquidity of the trading market in the
debentures that may develop, and the market price quoted for the debentures, may be adversely affected by changes in
the overall market for high yield securities and by changes in Steak n Shake s financial performance or prospects or in

the prospects for companies in Steak n Shake s industry generally. If no active trading market develops, you may not
be able to resell your debentures at their fair market value or at all.

You may experience difficulty transferring or pledging any interest you
acquire in a debenture issued in global form.

If you are a Western Sizzlin stockholder who acquires a beneficial interest in debentures that are issued in the form of
a global debenture, your ability to obtain a physical debenture certificate registered in your name may be subject to
delays associated with your ability to comply with the rules of the applicable depository then in effect. The delay may
result in it being impracticable for you to transfer or pledge your beneficial interest in a debenture that you acquired in
a global debenture to a transferee or pledgee who requires (due to state law or other requirements) that physical

delivery of a debenture be made to it on a timely basis in order to complete the transfer or pledge.

Covenants contained in the indenture may impede Steak n Shake's ability to
respond to changing business and economic conditions and to secure
additional financing, if needed.

The indenture governing the debentures contains certain restrictive covenants. Furthermore, any additional financing
arrangements that Steak n Shake may enter into may contain additional restrictive covenants and financial covenants.
These covenants restrict or prohibit or, in the case of additional financing arrangements, may restrict or prohibit, many
actions, including, but not limited to, Steak n Shake s ability to incur debt, make prepayments of particular debt, and
pay dividends. Failure to maintain compliance with these covenants could constitute a default, which could accelerate
the payment of any amounts outstanding under these financial agreements.

Additionally, as a result of these covenants, Steak n Shake s ability to respond to changing business and economic
conditions and to secure additional financing, if needed, may be significantly restricted. Steak n Shake may be

prevented from engaging in transactions that might otherwise be considered beneficial to it. Should Steak n Shake
pursue further development or acquisition opportunities, the timing, size and success as well as associated potential
capital commitments of which are unknown at this time, Steak n Shake may need to raise additional capital through

debt financings. There can be no assurance that adequate debt financing will be available on satisfactory terms or will

be permitted under these covenants. Any such failure to obtain further financing could have a negative effect on Steak

n Shake s ability to repay the debentures.

Risk Factors Relating to Western Sizzlin s Ownership
Structure

Risk Factors Relating to Western Sizzlin s Ownership Structure 154
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Certain of Western Sizzlin s directors and executive officers are also directors
and executive officers of Steak n Shake and have other relationships which
may permit them to exercise significant influence over Western Sizzlin s
policies and affairs.

Certain of Western Sizzlin s directors and executive officers may have interests in the merger that are different from,
or in addition to, your interests as Western Sizzlin stockholders generally, including:

Mr. Biglari is also Chairman, President and Chief Executive Officer of Western Sizzlin and beneficially owns through
private investment funds approximately 33% of the common stock of Western Sizzlin, and Mr. Cooley is also Vice
Chairman of Western Sizzlin and owns common stock of Western Sizzlin representing less than one percent of its
outstanding common stock; and

Mr. Biglari and Mr. Cooley are also members of a group, within the meaning of Section 13(d)(3) of the Exchange
Act, that beneficially owned, at the time the merger agreement was executed, an aggregate of 2,753,155 shares of
Steak n Shake s common stock, or approximately 9.6% of its then
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outstanding common stock (including the 1,322,806 shares owned by an investment subsidiary of Western Sizzlin that
were subsequently distributed to Western Sizzlin s stockholders on November 6, 2009), which group included, at the
time the merger agreement was executed, among others, Western Sizzlin and Western Sizzlin director and stockholder
Jonathan Dash.
As a result of these relationships, which may present actual or apparent conflicts of interests, Mr. Biglari, Cooley and
Dash have the ability to exert significant influence over Western Sizzlin s policies and affairs, including the approval
of the merger, the election of Western Sizzlin s board of directors and the approval of any other action requiring a
stockholder vote, such as amendments to Western Sizzlin s certificate of incorporation and approving other strategic
transactions. Messrs. Biglari s, Cooley s and Dash s interests in the merger and any of the foregoing matters may differ
from the interests of Western Sizzlin s other stockholders in some respects.

Risk Factors Relating to Steak n Shake s and Western
Sizzlin s Businesses

Steak n Shake s and Western Sizzlin s businesses are subject to the risks described below relating to the merger. In
addition, Western Sizzlin is and will continue to be subject to the risks described below and Steak n Shake is and will
continue to be subject to the risks described in Part 1, Item 1A of its Annual Report on Form 10-K for the year ended

September 30, 2009, which report has been filed with the SEC. If any of the risks described in this prospectus or in
Steak n Shake s annual report and quarterly reports actually occurs, the respective businesses, financial results,
financial condition or stock or debenture prices or values of Steak n Shake or Western Sizzlin could be materially
adversely affected. The following risks should be considered along with the other risks described in the reports
incorporated by reference into this prospectus. See Other Matters Where You Can Find More Information for the
location of information incorporated by reference into this prospectus.

Western Sizzlin is dependent on key personnel.

Western Sizzlin believes that its success depends in part on the services of Sardar Biglari, its Chairman, President and
Chief Executive Officer, and Robyn B. Mabe, Vice President and Chief Financial Officer. The loss of the services of
Mr. Biglari or Mrs. Mabe could have a material adverse effect upon Western Sizzlin s business, financial condition and
results of operations. Qualified replacements may not be available in a timely manner, if at all. Western Sizzlin s
continued growth will also depend on its ability to attract and retain additional skilled management personnel.

Western Sizzlin s stock price could be volatile.

Fluctuations in Western Sizzlin s stock price may result from general market conditions, perceived changes in the
underlying characteristics of Western Sizzlin s business, and the relative price of competing investments. The volume
of trading in the market for Western Sizzlin s common stock is typically very limited. As a consequence, liquidating an
investment in Western Sizzlin s common stock could cause a decline in the company s stock price. Because of changes
in the balance of buy and sell orders, notwithstanding other relevant factors, the price of Western Sizzlin s common

stock can fluctuate for reasons unrelated to the performance of its business.

Western Sizzlin s wholly-owned subsidiary, Western Properties, Inc. serves as
the general partner of a private investment limited partnership, Western Real
Estate, L.P., which had no limited partners in 2008 but intends to operate as a
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private real estate investment partnership.

In December 2007, Western Sizzlin formed Western Properties, Inc., a Delaware corporation, as a wholly-owned
subsidiary. Western Properties is the general partner of Western Real Estate, L.P., a Delaware limited partnership also
formed in December 2007. There were no limited partners in the partnership at December 31, 2008 and the sole
activity of these entities has been the purchase in 2007 by the limited partnership of 23 acres of real property in Bexar
County, Texas from an unaffiliated third party. It is the intention of Western Real Estate, L.P., to operate as a private
limited partnership investing in real estate, however, this venture is in the formative stages and there is no guarantee
that it will be successful.
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Western Sizzlin is dependent on one key person for investment and capital
allocation decisions.

Investment decisions and all major capital allocation decisions are made for Western Sizzlin and its subsidiaries,
including Western Acquisitions, by Sardar Biglari, the Western Sizzlin s Chairman, Chief Executive Officer and
President. Although there are limitations on Mr. Biglari s authority at the parent company level and Western Sizzlin s
board of directors monitors his investment and capital allocation decisions, there is risk in having concentrated
decision-making authority. Mr. Biglari s decisions could either independently or in the aggregate involve amounts that
are material to Western Sizzlin s business. Additionally, if for any reason the services of Mr. Biglari were to become
unavailable, there could be a material adverse effect on Western Sizzlin s business, since he is singularly responsible
for these decisions.

Western Sizzlin s investments in marketable securities, including through
Western Acquisitions L.P., are highly concentrated.

Western Sizzlin s investments in marketable securities, including through Western Acquisitions, L.P., are highly
concentrated. A decline in the market value of these investments may result in a decrease in Western Sizzlin s stock
price.

Western Sizzlin s investment activities, including through Western
Acquisitions, L.P., may involve the purchase of securities on margin.

Western Sizzlin may purchase securities on margin in connection with its investment activities, including through
Western Acquisitions, L.P. If Western Sizzlin does so, a significant decrease in the value of the securities that
collateralize the margin line of credit could result in a margin call. If Western Sizzlin does not have sufficient cash
available from other sources in the event of a margin call, it may be required to sell those securities at a time when it
would prefer not to sell them.

Western Sizzlin s investment activities could require registration as an
Investment Company.

Western Sizzlin has historically been principally engaged in franchising and operating restaurants and it do not
presently intend to change its principal business. However, Western Sizzlin may inadvertently fall within the
definition of an investment company under the Investment Company Act of 1940, as amended, in part if it owns
investment securities having a value exceeding 40% of the value of its total assets (excluding government securities
and cash items) on an unconsolidated basis. Although investment securities currently represent less than 40% of its
total assets, determined based on Western Sizzlin s current market capitalization (excluding government securities and
cash items), the value of the investment securities that it holds, and the total value of its assets, can change
significantly from time to time. As a result, Western Sizzlin could fail to satisfy the 40% test in part if the value of its
investment positions increases substantially, or if the value of its non-investment assets decreases substantially.
Failure to satisfy the 40% test does not automatically mean that Western Sizzlin would be required to register under
the Investment Company Act, and Western Sizzlin s board of directors has not adopted any strict numerical limit on its
investment activities.

If Western Sizzlin s investment activities inadvertently result in it being determined to be an investment company and
it fails to register as an investment company, Western Sizzlin might be unable to enforce contracts with third parties,
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and third parties could seek rescission of transactions with it undertaken during the period that it was an unregistered
investment company, subject to equitable considerations set forth in the Investment Company Act. In addition,
Western Sizzlin might be subject to monetary penalties or injunctive relief, or both, in an action brought against it by
the SEC.

If Western Sizzlin decides to register as an investment company, then it would become subject to various provisions
of the Investment Company Act and the regulations adopted under such Act, which are very extensive and could
adversely affect its operations. For example, Western Sizzlin might be prohibited from entering into or continuing
transactions with certain of its affiliates.

Western Sizzlin is experiencing a decline in its franchise base.

Western Sizzlin has experienced steady declines in its existing franchise base for the past several years. Since January
1, 2005, Western Sizzlin had a total of 44 closures and currently has a total of 109 franchised restaurants. Of the 44
closed restaurants the majority were Western Sizzlin brand restaurants. The average
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annual sales of its franchised restaurants are approximately $1.6 million. The average annual sales of the closed
restaurants were $1.0 million or less. The closures of franchised restaurants were caused by their operating at a
competitive disadvantage which stemmed from such factors as location, facility, lack of reinvestment and
mismanagement, among others factors. There is no guarantee that these reasons will be eliminated. Moreover, these
closures occurred during generally favorable economic conditions and it is possible that this trend could accelerate
given the present economic downturn. Western Sizzlin is striving to reverse this trend by revitalizing its franchise
models. However, maintaining and growing Western Sizzlin s existing franchise base is dependent upon many of the
same factors that apply to its Company-owned restaurants. Sometimes the challenges of operating profitable
restaurants prove to be more difficult for Western Sizzlin s franchisees. For example, franchisees may not have access
to the financial or management resources that they need to operate their restaurants. Accordingly, there is no assurance
that Western Sizzlin will be successful in doing so and as a result its franchise base may continue to decline regardless
of the economic environment.

Due to Western Sizzlin s smaller restaurant base and geographic concentration, its operating results could be materially
and adversely affected by the negative performance of, or the decision to close, a small number of restaurants.

Western Sizzlin s restaurant base, both franchised and Company-owned, is smaller and less geographically diverse
than many other restaurant chains. Accordingly, poor operating results in one or more of Western Sizzlin s markets or
the decision to close even a relatively small number of underperforming restaurants could materially and adversely
affect Western Sizzlin s business, financial condition, results of operation, or cash flows.

Western Sizzlin s restaurants operate in a highly competitive environment.

Western Sizzlin s restaurants, both franchised and Company-owned, operate in a highly competitive industry
comprised of a large number of restaurants, including national and regional restaurant chains and franchised restaurant
operations, as well as locally-owned, independent restaurants. Price, restaurant location, food quality, service and
attractiveness of facilities are important aspects of competition. The competitive environment is often affected by
factors beyond a particular restaurant management s control, including changes in the public s taste and eating habits,
population and traffic patterns and economic conditions. New competitors may emerge at any time. Western Sizzlin
may not be able to compete successfully against its competitors in the future. Competition may have a material
adverse effect on Western Sizzlin s operations or earnings.

The inability of Western Sizzlin s franchisees to operate profitable restaurants
may negatively impact its financial performance.

Under the agreements Western Sizzlin has with its franchisees, Western Sizzlin collects royalties and other fees from
its franchisees. As a result, the ability of Western Sizzlin s franchisees to generate profits and pay royalties to Western
Sizzlin impacts its overall profitability and brand recognition.

Western Sizzlin is highly dependent on attracting and retaining qualified
employees while also controlling labor costs.

Western Sizzlin is extremely dependent upon the availability of qualified restaurant personnel. Availability of staff
varies widely from location to location. If restaurant management and staff turnover trends increase, Western Sizzlin
would suffer higher direct costs associated with recruiting and retaining replacement personnel. Western Sizzlin could
suffer from significant indirect costs, including restaurant disruptions due to management changeover and potential
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delays in new store openings due to staff shortages. Competition for qualified employees exerts upward pressure on
wages paid to attract personnel, resulting in higher labor costs, together with greater expense to recruit and train them.
Many of Western Sizzlin s employees are hourly workers whose wages are likely to be impacted by an increase in the
federal or state minimum wage. An increase in the minimum wage may require an increase or create pressure to
increase the pay scale for Western Sizzlin s employees. A shortage in the labor pool or other general inflationary
pressures or changes could also increase Western Sizzlin s labor costs.
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Western Sizzlin is dependent upon the timely delivery of fresh ingredients.

Western Sizzlin s restaurant operations are dependent on timely deliveries of fresh ingredients, including fresh
produce, dairy products and meat. The cost, availability and quality of the ingredients Western Sizzlin uses to prepare
its food is subject to a range of factors, many of which are beyond its control. Fluctuations in weather, supply and
demand and economic and political conditions could adversely affect the cost, availability and quality of Western

Sizzlin s ingredients. Historically, when operating expenses increased due to inflation or increases in food costs,
Western Sizzlin generally has been able to offset these higher costs by increasing its menu prices. Western Sizzlin
may not be able to recover increased costs in the future because competition may limit or even prohibit such future
increases. If the variety or quality of Western Sizzlin s food products declines due to the lack or lower quality of its
ingredients or due to interruptions in the flow of fresh ingredients and similar factors, customer traffic may decline

and negatively affect Western Sizzlin s sales.

Western Sizzlin may not be able to adequately protect its intellectual property,
which could decrease the value of its brand and products.

The success of Western Sizzlin s business depends on its continued ability to use the existing trademarks, service

marks, and other components of its brand to increase brand awareness and further develop branded products. While

Western Sizzlin takes steps to protect its intellectual property, Western Sizzlin s rights to its trademarks could be

challenged by third parties or its use of the trademarks may result in liability for trademark infringement, trademark
dilution, or unfair competition, adversely affecting Western Sizzlin s profitability.

General economic factors may adversely affect Western Sizzlin s results of
operations.

National, regional, and local economic conditions, such as recessionary economic cycles or a worsening economy,
could adversely affect disposable consumer income and consumer confidence. Unfavorable changes in these factors or
in other business and economic conditions affecting Western Sizzlin s customers could reduce customer traffic in some

or all of its restaurants, impose practical limits on its pricing and increase its costs. Any of these factors could lower
Western Sizzlin s profit margins and have a material adverse affect on its results of operations. The impact of inflation

on food, beverages, labor, utilities and other aspects of Western Sizzlin s business can negatively affect its results of

operations. Although Western Sizzlin attempts to offset inflation through periodic menu price increases, cost controls

and incremental improvement in operating margins, it may not be able to completely do so. This may negatively affect
Western Sizzlin s results of operations.

Recent levels of market volatility are unprecedented.

Recent substantial uncertainty and disruption in the capital and credit markets could negatively impact Western
Sizzlin and cause fluctuation in its stock price. Additionally, these conditions could have an adverse effect on Western
Sizzlin s business, including the future operating results of the company s restaurants and the value of its investments.

Western Sizzlin is vulnerable to changes in economic conditions and
consumer spending patterns that could harm its business, financial condition,
results of operations and cash flow.
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The restaurant industry has been affected by the current economic factors, including the deterioration of national,
regional and local economic conditions, rising unemployment and shifts in consumer spending patterns. The recent
disruptions in the overall economy have reduced and may continue to reduce, consumer confidence in the economy,

negatively affecting consumer restaurant spending, which could be harmful to Western Sizzlin s financial position and
operating results. As a result, decreased cash flow generated by Western Sizzlin s business may adversely affect its
financial position and its ability to fund its operations. In addition, macro economic disruptions, as well as the
restructuring of various commercial and investment banking organizations, could adversely affect Western Sizzlin s
ability to access the credit markets. The disruption in the credit markets may also adversely affect the availability of
financing for its franchisees operations, and could impact Western Sizzlin s vendors ability to meet Western Sizzlin s
supply requirements. There can be no assurances that government responses to the disruptions in the financial markets
will restore consumer confidence, stabilize the markets, or increase liquidity and the availability of credit.
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Furthermore, Western Sizzlin could experience reduced customer traffic or limitations on the prices it can charge for
its products, either of which could reduce Western Sizzlin s sales and profit margins and have a material adverse effect
on its financial condition and results of operations.

Changes in guest preferences for casual dining styles or menu items could
adversely affect Western Sizzlin s financial performance.

Changing guest preferences, tastes, and dietary habits can adversely impact Western Sizzlin s business and financial
performance. Western Sizzlin s restaurant models offer a varied entrees, side dishes, salads and desserts. Western
Sizzlin s continued success depends, in part, on the popularity of its product offerings and casual style of dining. A
change in guest preferences away from this style or Western Sizzlin s offerings in favor of other dining styles or

offerings may have an adverse impact on its business.

Western Sizzlin faces the risk of adverse publicity and litigation relating to
food-borne ililness, employment and other matters that could have a material
adverse affect on its business and financial performance.

Western Sizzlin may be the subject of complaints or litigation from customers alleging illness, injury or other food
quality, health or operational concerns. While the risk of food-borne illness is real, whether it results from improper
operations, new diseases or from chemicals in certain food products, the risk would generally only affect a limited
number of Western Sizzlin s restaurants. As soon as any food issues became known to Western Sizzlin, those food
items that were potentially at risk would be no longer served to customers.

While the risk of food-borne illness or injury would likely be localized, the risk of the adverse publicity that might
result from such an incident is more generalized and accordingly much greater. The general public s response to
adverse publicity relating to Western Sizzlin s restaurant brands could materially adversely affect a significant number
of its restaurants. This could be true whether the allegations underlying the adverse publicity are valid or whether
Western Sizzlin is liable.

Furthermore, more generalized health concerns about the consumption of beef or chicken due to reported incidents of
diseases such as Bovine Spongiform Encephalopathy ( mad cow disease ) or Avian Influenza ( bird flu ) could lead to
changes in customer preferences, reduce consumption of Western Sizzlin s products and adversely affect its financial
performance. These events could also reduce the available supply of beef or chicken or significantly raise the prices of
beef or chicken.

In addition, Western Sizzlin is subject to employee claims alleging injuries, wage and hour violations, discrimination,
harassment or wrongful termination. In recent years, a number of restaurant companies have been subject to lawsuits,
including class action lawsuits, alleging violations of federal and state law regarding workplace, employment and
similar matters. A number of these lawsuits have resulted in the payment of substantial damages by the defendants.
Regardless of whether any claims against Western Sizzlin are valid or whether Western Sizzlin is ultimately
determined to be liable, claims may be expensive to defend and may divert time and money away from its operations
and hurt Western Sizzlin s financial performance. A significant judgment for any claim(s) could materially adversely
affect Western Sizzlin s financial condition or results of operations.

Changes in guest preferences for casual dining styles or menu items could adversely affect Western Sizt6d s finar
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Western Sizzlin is regulated by the federal and state government.

The restaurant industry is subject to extensive federal, state and local laws and regulations. The development and
operation of restaurants depend to a significant extent on the selection and acquisition of suitable sites. Those are
subject to zoning, land use, environmental, traffic and other regulations and requirements. Western Sizzlin is also
subject to licensing and regulation by state and local authorities relating to health, sanitation, safety and fire standards
and building codes. Federal and state laws govern Western Sizzlin s relationships with employees, including the Fair
Labor Standards Act and applicable minimum wage requirements, overtime, employment tax rates, family leave, tip
credits, working conditions, safety standards and citizenship requirements. Federal and state laws prohibit
discrimination and other laws regulating the design and operation of facilities, such as the American with Disabilities
Act of 1990. In addition, Western Sizzlin is subject to a variety of federal, state and local laws and regulations relating
to the use, storage, discharge, emission and disposal of hazardous materials. The impact of current laws and
regulations, the effect
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of future changes in laws or regulations that impose additional requirements and the consequences of litigation
relating to current or future laws and regulations could increase Western Sizzlin s compliance and other costs of doing
business. These could adversely affect Western Sizzlin s results of operations. Failure to comply with the laws and
regulatory requirements of federal, state and local authorities could result in revocation of required licenses,
administrative enforcement actions, fines and civil and criminal liability.

Adverse weather conditions or losses due to casualties such as fire could
negatively impact Western Sizzlin s financial performance.

Although Western Sizzlin maintains, and requires its franchisees to maintain, property and casualty insurance to
protect against property damage caused by casualties and natural disasters, inclement weather, flooding, hurricanes,
fire and other acts of God can adversely impact Western Sizzlin s sales in several ways. For example, severe weather

typically discourages potential customers from dining out. In addition, a restaurant that is damaged by a natural

disaster can be inoperable for a significant amount of time due to either physical damage or to a shortage of
employees resulting from a relocation of the general population.

Litigation could have a material adverse effect on Western Sizzlin s financial
position, cash flows and results of operations.

In September 2006, Western Sizzlin was served with a lawsuit filed in the Circuit Court of Pulaski County, Arkansas,
captioned Parks Land Company, LLP, et al. v. Western Sizzlin Corporation, et al. The plaintiffs are owners/landlords
of four restaurant premises located in the Little Rock, Arkansas metropolitan area which had been leased pursuant to a
single ten year lease agreement. Western Sizzlin occupied these locations for a period of time, but before the end of
the lease, subleased each of these premises to various operators. The ten year lease agreement expired on June 30,
2006. In the lawsuit the plaintiffs sought recovery of alleged damages for certain repair and maintenance expenses on
the premises, for the replacement of certain equipment, for diminution of property value, and for loss of rental income,
as well as interest and costs. The case was tried to a 12 person jury in Little Rock, starting February 12, 2008. The jury
returned a verdict for the plaintiffs on February 20, 2008, in the amount of $689,526. On February 29, 2008, the
Circuit Court of Pulaski County, Arkansas entered judgment on the jury s verdict in the case against Western Sizzlin in
the amount of $689,666 plus plaintiff s legal costs. On appeal by Western Sizzlin, on May 14, 2009, the Arkansas
Supreme Court reversed and remanded the case for a new trial. On June 25, 2009, the Arkansas Supreme Court issued
a per curiam order denying Parks Land Company s petition for a rehearing. The new trial has been scheduled in the
Pulaski County Circuit Court for the week of February 22, 2010. As previously reported, Western Sizzlin has accrued
$900,000 related to this loss contingency. There has been no change in Western Sizzlin s loss contingency accrual of
$900,000 since December 31, 2007.

Western Sizzlin is also from time to time a party to various other legal actions which are ordinary routine matters
incidental to its business. While Western Sizzlin believes that the ultimate outcome of these matters individually and
in the aggregate will not have a material impact on its financial position, Western Sizzlin cannot assure that an adverse
outcome on any of these matters would not, in fact, materially impact its financial position, cash flows and results of
operations.
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QUESTIONS AND ANSWERS ABOUT THE SPECIAL
MEETING AND THE MERGER

The following questions and answers are intended to address some commonly asked questions regarding the special

A

82

meeting and the proposed merger. These questions and answers may not address all the questions that may be

important to you as one of Western Sizzlin s stockholders. Please refer to the more detailed information contained

elsewhere in this proxy statement/prospectus, the annexes to this proxy statement/ prospectus and the documents
referred to or incorporated by reference in this proxy statement/prospectus.

Q: Why am I receiving this proxy statement/prospectus and proxy card?
Western Sizzlin stockholders are being asked to consider and vote upon a proposal to approve the merger and adopt
the merger agreement that Western Sizzlin, Steak n Shake and Merger Sub entered into on October 22, 2009. The
merger agreement is attached as Annex A to this proxy statement/prospectus. We urge you to read it carefully. In

“the event that there are not sufficient votes at the time of the special meeting to approve the merger and adopt the

merger agreement, stockholders may also be asked to vote upon a proposal to adjourn the special meeting to a later
date so that Western Sizzlin may solicit additional proxies. See The Merger Agreement.

Q: What is the proposed transaction?
The proposed transaction is the merger of Western Sizzlin with and into Merger Sub pursuant to the merger
agreement. If the merger is completed, Western Sizzlin will be the surviving corporation in the merger and Steak n

.Shake will own all of Western Sizzlin s common stock. As a result of the merger, Western Sizzlin s stockholders
“will no longer own any shares of Western Sizzlin s common stock, will no longer have an interest in Western

Sizzlin s future earnings or growth, Western Sizzlin will cease to be a publicly traded company, and Western Sizzlin
may no longer be required to file periodic reports with the SEC.

Q: What will Western Sizzlin s stockholders receive when the merger occurs?
Subject to stockholder approval and satisfaction or waiver of the other conditions specified in the merger
agreement, as described in this proxy statement/prospectus, at the effective time of the merger, each outstanding
share of common stock of Western Sizzlin (other than shares held by Steak n Shake, Merger Sub or Western
Sizzlin, or by Western Sizzlin stockholders who perfect and do not withdraw their appraisal rights under Delaware

:law) will be converted into the right to receive a pro rata portion of a new issue of 14% redeemable subordinated

debentures due 2015 to be issued by Steak n Shake in the aggregate principal amount of $22,959,000
(approximately $8.07 principal amount of debentures per Western Sizzlin share, based upon the number of shares
of Western Sizzlin common stock outstanding on February 17, 2010), with cash to be paid in lieu of fractional
debenture interests.

Q: What happens if the merger is not consummated?
If the merger agreement is not adopted by Western Sizzlin s stockholders or if the merger is not consummated for
any other reason, you will not receive any payment for your shares in connection with the merger. Instead, Western
Sizzlin will remain an independent public company and Western Sizzlin s common stock will continue to be listed
and traded on the NASDAQ Capital Market. In addition, if the merger is not consummated, Western Sizzlin

_expects that, except as noted in this proxy statement/prospectus, its management will operate its business in a
“manner similar to the manner in which it is being operated today and that Western Sizzlin s stockholders will

continue to be subject to the same risks and opportunities as they currently are. Under specified circumstances,
Western Sizzlin may be required to pay Steak n Shake a termination fee or reimburse Steak n Shake for some of its
out-of-pocket expenses, or Steak n Shake may be required to pay Western Sizzlin a reverse termination fee, in each
case as described under The Merger Agreement Expenses and Fees.
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Q: Where and when is the special meeting?
. Western Sizzlin will hold a special meeting of its stockholders on March 22, 2010 at 1:30 p.m., local time, at the
*Plaza Club, located at 100 West Houston Street, Ste. 2100, San Antonio, Texas 78205.
Q: What matters will be voted on at the special meeting?
A: You will be asked to consider and vote on the following proposals:
to adopt the merger agreement and approve the merger; and
to approve the adjournment or postponement of the meeting, if necessary or appropriate in the judgment of the
Chairman, to solicit additional proxies;
Q: Who is entitled to vote at the special meeting?

The record date for the special meeting is February 17, 2010. Only holders of Western Sizzlin common stock at the
A:close of business on the record date are entitled to notice of, and to vote at, the special meeting or any adjournment

or postponement thereof. On the record date, there were 2,844,402 shares of common stock outstanding.

Q: May I attend the special meeting?

All stockholders of record as of the close of business on February 17, 2010, the record date for the special meeting,

may attend the special meeting. If your shares are held in street name by your broker, bank or other nominee, and
A:you plan to attend the special meeting, you must present proof of your ownership of Western Sizzlin common

stock, such as a bank or brokerage account statement, to be admitted to the meeting. You also must present at the

meeting a proxy issued to you by the holder of record of your shares.
Q: What constitutes a quorum for the special meeting?

The presence, in person or by proxy, of stockholders holding at least a majority of the issued and outstanding
A:shares of the Western Sizzlin common stock entitled to vote on the record date will constitute a quorum for the
special meeting.

What vote is required to approve the merger agreement and the merger and to approve the adjournment
proposal?
Approval of the merger agreement and the merger requires the affirmative vote of a majority of Western Sizzlin s
outstanding shares of common stock entitled to vote. Approval of a motion to postpone or adjourn the special
meeting to a later date requires the affirmative vote of the holders of a majority of the shares of Western Sizzlin
common stock present, in person or by proxy, and entitled to vote at the special meeting. Each holder of Western
Sizzlin common stock is entitled to one vote. If you withhold a vote or abstain from voting on the proposals to
adoption of the merger agreement and the approval of the merger and to postpone or adjourn the special
meeting to solicit additional process, it will have the same effect as a vote AGAINST each of the proposals.
The directors and officers of Western Sizzlin exercise voting control, individually and through entities over for
which they exercise voting control, in the aggregate, over approximately 42.6% of the outstanding shares of
A:Western Sizzlin s common stock. Of the shares of Western Sizzlin s common stock beneficially owned by directors
and officers of Western Sizzlin, the Lion Fund, L.P. and Dash Acquisitions, LLC, which are controlled by Messrs.

Biglari and Dash, respectively, have agreed to vote all of the shares of Western Sizzlin common stock that they

beneficially own or over which they exercise voting control, which comprise in the aggregate approximately 39.9%

of Western Sizzlin s outstanding common stock, to be voted FOR the adoption of the merger agreement and

approval of the merger and the postponement or adjournment of the special meeting. Approval of the merger and

the adoption of the merger agreement do not require the separate vote of a majority of Western Sizzlin s unaffiliated

stockholders, and no separate vote of Western Sizzlin s unaffiliated stockholders will be conducted. Consequently,
we anticipate that the approval of the merger and the adoption of the merger agreement will be duly authorized at
the special meeting.
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.How does the Western Sizzlin board of directors and Western Sizzlin special committee recommend that I vote
‘on the proposals?
.The Western Sizzlin board of directors and the Western Sizzlin special committee each unanimously recommend
“that you vote:
FOR the proposal to approve the merger agreement and the merger; and
FOR the proposal to adjourn or postpone the special meeting, if necessary or appropriate in the judgment of the
Chairman, to solicit additional proxies.
The special committee of Western Sizzlin s board of directors was aware that certain of Western Sizzlin s directors and
executive officers may have interests in the merger that are different from, or in addition to, your interests as
stockholders generally and that may present actual or apparent conflicts of interests and considered these interests
prior to providing its recommendations with respect to the merger agreement and the merger. You should read the
section of this proxy statement/prospectus entitled Special Factors = Recommendation of the Western Sizzlin Special
Committee; Reasons for, and Effects and Fairness of, the Merger for a discussion of factors that the special committee
considered in deciding to recommend the approval of the merger agreement. See also Special Factors Interests of
Steak n Shake and Western Sizzlin Directors and Executive Officers in the Merger.

Q: How do Western Sizzlin s directors and executive officers intend to vote?
As of the record date, Western Sizzlin s directors and executive officers held and are entitled to vote, individually
and through entities over for which they exercise voting control, in the aggregate, shares of Western Sizzlin
common stock representing approximately 42.6% of the outstanding shares of Western Sizzlin common stock. We
believe that Western Sizzlin s directors and executive officers intend to vote all of their shares of Western Sizzlin
A:common stock FOR the adoption of the merger agreement and approval of the merger and FOR the adjournment
proposal, although, other than Messrs. Biglari and Dash with respect to shares beneficially owned through entities
over for which they exercise voting control, they are not obligated to do so. The affirmative vote of the holders of
at least a majority of all of the outstanding shares of Western Sizzlin common stock entitled to vote is required to
adopt the merger agreement and approve the merger.
Q: How do I vote?
Western Sizzlin stockholders may vote their shares at the special meeting by attending the special meeting and
A:voting their shares in person or by submitting a proxy by completing the enclosed proxy card, signing and dating it
and mailing it in the enclosed post-prepaid envelope.
Whether or not you plan on attending the Western Sizzlin special meeting, please submit a proxy in the manner
described above as soon as possible to ensure that your shares will be represented and voted at the special meeting. If
your shares of Western Sizzlin common stock are held in  street name, you may submit your proxy by following the
instructions received from the broker, bank or other nominee that may hold shares of Western Sizzlin common stock
on your behalf. If you sign your proxy and do not indicate how you want to vote, your shares will be voted FOR the
adoption of the merger agreement and approval of the merger, FOR the postponement or adjournment of the special
meeting, if necessary, to solicit additional proxies, and in accordance with the recommendations of Western Sizzlin s
board of directors on any other matters properly brought before the special meeting for a vote. Please remember that if
you fail to vote on the merger agreement and the merger, the effect will be the same as a vote AGAINST the adoption
of the merger agreement and approval of the merger.

1f my shares are held in street name by my broker, banker or other nominee will my broker or banker vote my
“shares for me?
Your broker, banker or other nominee will not vote your shares of Western Sizzlin common stock without specific
A:instructions from you. You should instruct your broker, banker or other nominee to vote your shares of Western
Sizzlin common stock by following the instructions provided to you by such firm.
84
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Q: What does it mean if I receive more than one proxy card?
If your shares are registered differently or are in more than one account, you will receive more than one proxy card
A:or, if you hold your shares in street name, more than one vote instruction card. Please complete and return all of the
proxy cards or vote instruction cards you receive to ensure that all of your shares are voted.
Q: May I change my vote?
Yes. You may change your vote at any time before your proxy is voted at the special meeting, subject to the
limitations described below. You may do this in a number of ways. First, you may send a written notice to Western
Sizzlin s Secretary (401 Albemarle Ave SE, Roanoke, Virginia 24013) stating that you would like to revoke your
A:proxy. Second, you may complete and submit a new proxy card bearing a later date. Third, you may attend the
special meeting and vote in person. Simply attending the special meeting, without voting in person, will not revoke
your proxy. If your shares are held in street name and you have instructed a broker to vote your shares, you must
follow directions received from your broker to change your vote or to vote at the special meeting.
Q: How are votes counted?
For the proposal to adopt the merger agreement and approve the merger, you may vote FOR , AGAINST or
ABSTAIN. If you abstain or fail to vote, it will have the same effect as if you voted AGAINST the adoption of
.the merger agreement and approval of the merger. In addition, if your shares are held in the name of a broker,
"bank or other nominee, your broker, bank or other nominee will not be entitled to vote your shares at the special
meeting in the absence of specific instructions, which, if not given, will have the effect of a vote AGAINST the
adoption of the merger agreement and approval of the merger.
For the proposal to proposal to postpone or adjourn the special meeting, if necessary or appropriate in the judgment of
the Chairman, to solicit additional proxies, you may vote FOR, AGAINST or ABSTAIN. Abstentions will have the
same effect as a vote  AGAINST this matter, which requires the affirmative vote of the holders of a majority of the
shares of Western Sizzlin common stock present or represented by proxy at the meeting and entitled to vote on the
matter, but broker non-votes and failures to vote will have no effect.

If you sign your proxy card without indicating your vote, your shares will be voted FOR the approval of the merger
agreement and the merger and FOR the postponement or adjournment of the special meeting, if necessary or
appropriate in the judgment of the Chairman, to solicit additional proxies, and in accordance with the
recommendations of Western Sizzlin s board of directors on any other matters properly brought before the special
meeting for a vote.

Q: What happens if I sell my shares before the special meeting?
The record date of the special meeting is earlier than the special meeting and the date that the merger, if approved,
is expected to be consummated. If you transfer your shares of Western Sizzlin common stock after the record date
A:but before the special meeting, you will retain your right to vote at the special meeting, but will transfer the right to
receive the merger consideration. In order to receive the merger consideration, you must hold shares of Western
Sizzlin common stock upon consummation of the merger.
Q: Should I send in my Western Sizzlin stock certificates now?
No. If you hold certificates representing shares of Western Sizzlin common stock, you will be sent a letter of
A:transmittal with detailed written instructions for exchanging your common stock certificates for the merger
consideration promptly after the merger is consummated. Please do NOT send your certificates in now.
Q: When can I expect to receive the merger consideration for my shares?
.Once you have submitted your properly completed letter of transmittal, Western Sizzlin stock certificates and other
“required documents to the Exchange Agent (as defined in the merger agreement), the Exchange
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Agent will send you the merger consideration payable with respect to your shares. See The Merger
Agreement Surrender and Conversion of Shares.
Q: I do not know where my stock certificate is. How will I get my merger consideration?
The materials the Exchange Agent will send you after completion of the merger will include the procedures that
A:YOU must follow if you cannot locate your Western Sizzlin stock certificate. This will include an affidavit that you
“will need to sign attesting to the loss of your certificate. You may also be required to provide a bond to Western
Sizzlin in order to cover any potential loss.
Q: What are the material U.S. federal income tax consequences of the merger to stockholders?
The exchange of Western Sizzlin common stock for debentures (and/or cash in lieu of fractional interests in
debentures) in the merger will be a taxable transaction for United States federal income tax purposes for those
holders of Western Sizzlin common stock who are United States citizens or otherwise described as U.S. holders by
the discussion of tax consequences included elsewhere in this document. For holders of Western Sizzlin common
stock other than U.S. holders, the exchange of Western Sizzlin common stock for debentures (and/or cash in lieu of
fractional interests in debentures) in the merger by a non-U.S. holder generally will not be subject to U.S. federal
A:income tax unless the gain is effectively connected with a trade or business of the non-U.S. holder in the United
States (and, if required by an applicable income tax treaty, is attributable to a U. S. permanent establishment of the
non-U.S. holder); or the non-U.S. holder is present in the United States for 183 days or more in the taxable year of
the exchange, is not a resident alien, and certain other conditions are met. See Material U.S. Federal Income Tax
Consequences for a summary of the material U.S. federal income tax consequences of the merger and of the
material U.S. federal income tax consequences to non-U.S. holders of holding and disposing of debentures received
pursuant to the merger.
Q: Do stockholders have appraisal rights?
Yes. As a holder of Western Sizzlin common stock, you are entitled to appraisal rights under Delaware law in
A:connection with the merger if you meet certain conditions, which conditions are described under Appraisal Rights
and in Annex D attached to this proxy statement/prospectus.
Q: Who is soliciting my vote?
This proxy solicitation is being made and paid for by Western Sizzlin. Western Sizzlin has engaged Morrow & Co.,
LLC, a proxy solicitation firm, to assist it in connection with the solicitation of proxies and will pay Morrow & Co.,
LLC a base fee of $4,000 plus reimbursement of out-of-pocket expenses. Morrow & Co., LLC will also charge a
per call fee of $5.00 plus related telecommunications charges to respond to incoming inquiries. Western Sizzlin s
A:directors, officers and employees may also solicit proxies by personal interview, mail, e-mail, telephone, facsimile
or by other means of communication. These persons will not be paid additional remuneration for their efforts.
Western Sizzlin will also request brokers and other fiduciaries to forward proxy solicitation material to the
beneficial owners of shares of Western Sizzlin s common stock that the brokers and fiduciaries hold of record.
Western Sizzlin will reimburse them for their reasonable out-of-pocket expenses.
Q: What should I do now?
We urge you to read this proxy statement/prospectus carefully, including its annexes, and to consider how the
transaction affects you as a Western Sizzlin stockholder. You also may want to review the documents referenced
under Where You Can Find More Information. Then simply mark, sign, date and promptly mail the enclosed proxy
A:card in the postage-paid envelope provided. If your shares are held in street name by your broker, banker or other
nominee, you may submit your proxy by following the voting instruction form received from any broker, bank or
other nominee that may hold shares of Western Sizzlin common stock on your behalf. Please act as soon as
possible so that your shares of Western Sizzlin common stock will be voted at the special meeting.
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Q: Who can help answer my questions?

If you have any questions about the merger or if you need additional copies of this proxy statement/ prospectus or
A:the enclosed proxy card, you should contact Morrow & Co., LLC, which is acting as the proxy solicitation agent

and information agent in connection with the merger, at the following address.

Morrow & Co., LLC

470 West Avenue 3 Floor
Stamford, CT 06902
Banks and Brokerage Firms, please call (203) 658-9400
Stockholders, please call (800) 607-0088
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL
DATA OF STEAK N SHAKE

The following table sets forth certain of Steak n Shake s consolidated financial data as of and for each of the periods
indicated. The selected historical financial data for each of the three fiscal years ended September 30, 2009,
September 24, 2008 and September 26, 2007 and as of September 30, 2009 and September 24, 2008 is derived from
Steak n Shake s audited consolidated statements, which are incorporated by reference into this proxy
statement/prospectus. The financial information for the fiscal years ended September 27, 2006 and September 28,
2005, and as of September 26, 2007, September 27, 2006 and September 28, 2005, is derived from Steak n Shake s
audited historical consolidated financial statements, which are not included or incorporated by reference into this
proxy statement/prospectus.

The consolidated financial information as of and for the twelve weeks ended December 23, 2009 and December 17,
2008 is derived from Steak n Shake s unaudited consolidated financial statements, which are incorporated by reference
into this proxy statement/prospectus. In Steak n Shake s opinion, such unaudited consolidated financial statements
include all adjustments (consisting of normal recurring adjustments) necessary for a fair presentation of its financial
position and results of operations for such periods presented. Interim results for the twelve weeks ended December 23,
2009 are not necessarily indicative of, and are not projections for, the results to be expected for the full fiscal year
ended September 29, 2010.

The selected historical financial data below should be read in conjunction with the consolidated financial statements
and their accompanying notes that are incorporated by reference into this document. See  Where You Can Find

Additional Information below.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL
DATA
The Steak n Shake Company
(Amounts in $000s Except per Share Data)

Basic and Diluted earnings (loss) per common and common equivalent share information has been restated to reflect
the effects of the 1-for-20 reverse stock split effective December 18, 2009.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL
DATA OF WESTERN SIZZLIN

Financial Data

Set forth below is certain selected historical consolidated financial data relating to Western Sizzlin. The following
table sets forth certain of Western Sizzlin s consolidated financial data as of and for each of the periods indicated. The
selected historical financial data for and as of each of the three fiscal years ended December 31, 2008, 2007 and 2006

is derived from Western Sizzlin s audited consolidated statements, beginning on page E-4 of this proxy
statement/prospectus. The financial information for and as of the fiscal years ended December 31, 2005 and 2004, is
derived from Western Sizzlin s audited historical consolidated financial statements, which are not included or
incorporated by reference into this proxy statement/prospectus.

The consolidated financial information as of and for the nine months ended September 30, 2009 and 2008 is derived
from Western Sizzlin s unaudited consolidated financial statements, beginning on page E-36 of this proxy
statement/prospectus. In Western Sizzlin s opinion, such unaudited consolidated financial statements include all
adjustments (consisting of normal recurring adjustments) necessary for a fair presentation of its financial position and
results of operations for such periods presented. Interim results for the forty weeks ended September 30, 2009 are not
necessarily indicative of, and are not projections for, the results to be expected for the full fiscal year ended December
31, 2009.

Effective January 1, 2007, Western restructured its operations into a holding company/subsidiary format whereby all
of its operations are now conducted through wholly-owned subsidiaries. This restructuring is not anticipated to have
any tax impact and will have no impact on Western Sizzlin s financial reporting as it will continue to report
consolidated financial statements.

The selected historical financial data below should be read in conjunction with the consolidated audited financial
statements and unaudited interim financial statements and their respective accompanying notes that are included in
this document, beginning on page F-4 of this proxy statement/prospectus, and the following summary is qualified in
its entirety by reference thereto. Additionally, more comprehensive financial information, including Western Sizzlin s
management s discussion and analysis of financial condition and results of operations, is contained elsewhere in this
document. See Index to Western Sizzlin s Financial Statements, ~ Other Important Information Regarding Western
Sizzlin and Steak n Shake Management s Discussion and Analysis of Financial Condition and Results of Operations
of Western Sizzlin and Where You Can Find Additional Information below.
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PRO FORMA CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

The unaudited pro forma condensed consolidated balance sheet as of December 23, 2009 gives effect to the proposed
merger as if it had occurred on December 23, 2009, and combines the unaudited condensed consolidated balance sheet
of Steak n Shake as of December 23, 2009 and Western Sizzlin s unaudited consolidated balance sheet as of September

30, 2009. The unaudited pro forma condensed consolidated statement of operations of Steak n Shake and Western
Sizzlin for the twelve week period ended December 23, 2009, is presented as if the proposed merger had occurred on
October 1, 2009, and combines the unaudited results of Steak n Shake for its twelve weeks ended December 23, 2009,
and Western Sizzlin s unaudited results for the three months ended September 30, 2009. The unaudited pro forma
condensed consolidated statement of operations for the fifty-three weeks ended September 30, 2009 of Steak n Shake
and Western Sizzlin is presented as if the proposed merger had occurred on September 25, 2008, and combines the
audited results of Steak n Shake for its fiscal year ended September 30, 2009 and Western Sizzlin s unaudited results
for the twelve months ended September 30, 2009. Western Sizzlin s statement of operations for the twelve months
ended September 30, 2009 was determined by combining their fourth quarter 2008 results with their third quarter
year-to-date 2009 results. Additionally, the pro forma condensed consolidated financial statement presentation reflects
the adoption of Accounting Standards Codification paragraph 810-10-65-1, Noncontrolling Interests in Consolidated
Financial Statements, an amendment of ARB No. 51, as the guidance was adopted by Steak n Shake as of the
beginning of October 1, 2009, its fiscal 2010, and by Western Sizzlin as of January 1, 2009. The notes to the
unaudited pro forma condensed consolidated financial statements describe the pro forma amounts and adjustments
presented below.

The merger will be accounted for as a business combination under the acquisition method of accounting and Steak n
Shake is the deemed accounting acquirer and Western Sizzlin is the deemed accounting acquiree. The unaudited pro
forma condensed consolidated financial statements were prepared in accordance with the regulations of the SEC. The
unaudited pro forma condensed consolidated balance sheet has been adjusted to reflect the preliminary allocation of
the estimated purchase price to identifiable net assets acquired including an amount for goodwill representing the
difference between the purchase price and the estimated fair value of the identifiable net assets. The estimated
purchase price was calculated based upon the number of Western Sizzlin outstanding shares as of November 12, 2009,
times $8.07, the approximate principal price of debentures to be issued. The allocation of the purchase price is
dependent upon certain valuation and other studies that are not yet final. The final allocation will be determined after
the merger is completed subject to further adjustments as additional information becomes available and as additional
analyses are performed. Accordingly, the pro forma purchase price adjustments shown herein are preliminary. There
can be no assurances that the final valuations will not result in material changes to these purchase price allocations.
The final acquisition accounting adjustments and the income from operations may be materially different from the
unaudited pro forma adjustments and unaudited consolidated statements of operations.

The unaudited pro forma condensed consolidated financial statements are presented for illustrative purposes only and
are not necessarily indicative of the financial condition or results of operations of future periods or the financial
condition or results of operations that actually would have been realized had the entities been a single company during
the periods presented or the results that the combined company will experience after the merger is completed. The
unaudited pro forma condensed consolidated financial statements do not give effect to the potential impact of current
financial conditions, regulatory matters or any anticipated synergies, operating efficiencies or cost savings that may be
associated with the merger. These financial statements also do not include any integration costs or dissynergies.
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The unaudited pro forma condensed consolidated financial information presented below is based on, and should be
read together with, the historical financial information that Steak n Shake and Western Sizzlin have presented in their
respective filings with the SEC.
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Unaudited Pro Forma Condensed Consolidated
Statements of Financial Position
(Amounts in $000s)

ASSETS

Current assets:

Cash and cash equivalents

Investments

Receivables, net of allowance of $536 and $550,
respectively

Inventories

Deferred income taxes

Assets held for sale

Other current assets

Total current assets

Property and equipment, net

Note receivable

Investment in real estate

Investment in marketable securities
Investment in marketable securities held by limited
partnerships

Goodwill

Other intangible assets, net

Investment in unconsolidated joint venture
Deferred income taxes

Other assets

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities

Current liabilities:

Note payable line of credit

Accounts payable

Accrued expenses

Current portion of long-term debt

Line of credit

Current portion of obligations under leases
Total current liabilities

Deferred income taxes

Other long-term liabilities

Obligations under leases

Long-term debt

SNS WEST
December September
23,2009 30,2009
$62,191  $1,539
9,182 2,177
6,384 1,365
7,335 69
3,910 381
12,997
3,225 206
105,224 5,737
394,037 1,221
346
3,745
1,157
28,538
14,503 4,995
1,523 1,251
294
8,391 43

Pro Forma

Pro Forma

Adjustments Consolidated

$(1,116 @

(1,116 )

85 (@)

(15,873 )®)

12,470 ©

61 (d)

$523,678 $47,327 $(4,373 )

26,822
30,652
21
18,500
4,267
80,262
9,678
7,546
128,619
43

$100
621
1,245
2,495

4,461
124
1,420

367

$

24 ©

22,954 ®

$62,614
11,359

7,749

7,404
4,291
12,997
3,431
109,845
395,258
346
3,830
1,157

12,665

31,968
2,835
294

8,434
$566,632

$100

27,443
31,897
2,516
18,500
4,267
84,723
10,026
8,966
128,619
23,364

Unaudited Pro Forma Condensed Consolidated Statements of Financial Position (Amounts in $000s)
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226,148 6,372 23,178 255,698
Redeemable noncontrolling interests 14,520 14,520
The Steak n Shake Company shareholders' equity 297,352 26,435  (27,551)® 296,236
Noncontrolling interests 178 178
Total shareholders' equity 297,530 26,435 (27,551) 296,414
Total liabilities and shareholders' equity $523,678 $47,327 $(4,373 ) $566,632

See Notes to Unaudited Pro Forma Condensed Consolidated Financial Information
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Unaudited Pro Forma Interim Condensed Consolidated
Statements of Operations
(Amounts in $000s except share and per share data)

SNS WEST

Twelve Three

Weeks Months Pro Forma Pro Forma
Ended Ended Adjustments Consolidated

December  September
23,2009 30, 2009

Revenues

Net sales $147,586 $3,350 $ $150,936

Franchise fees 919 844 1,763

Total revenues 148,505 4,194 152,699

Costs and expenses restaurant and franchise

operations

Cost of sales 38,479 2,444 40,923

Restaurant operating costs 73,157 607 73,764

Franchise operations direct support 212 212

General and administrative 8,785 360 (347 Y 8,798

Depreciation and amortization 6,923 93 4 @ 7,020

Corporate litigation fees 5 5

Marketing 7,727 7,727

Interest 2,554 (18 ) 803 W 3,339

Rent 3,693 3,693

Asset impairments and provision for restaurant closing 171 171

Loss (gain) on disposal of property (23 ) (23 )

Other income, net (827 ) (827 )

Total c?,osts and expenses restaurant and franchise 140,639 3.703 460 144.802

operations

Equity in income of joint venture 80 80

Investment advisory fee income 102 102

Net realized gain (loss) sales marketable securities 312 588 900

Net unrealized gains (losses) marketable securities 5,482 4,70H® 775

Amortization expense (34 ) (34 )

Expenses of investment activities (212 ) (155 Y (367 )

Purchase obligation adjustment (253 ) (253 )
312 5,673 (4,862) 1,123

Earnings before income taxes 8,178 6,244 (5,322) 9,100

Income taxes 2,684 685 2,076)0 1,293

Net earnings 5,494 5,559 (3,246) 7,807

Less: Earnings attributable to noncontrolling interests 17 1,981 1,998

Net earnings attributable to The Steak n Shake $5.477 $3.578 $(3.246)  $5.809

Company

Unaudited Pro Forma Interim Condensed Consolidated Statements of Operations (Amounts in $000s ext8pt share
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Basic earnings per common and common equivalent

$3.84 $1.26 $4.07
share
Diluted earnings per common and common equivalent $3.82 $1.26 $4.05
share
Weighted average shares and equivalents
Basic 1,426,684 2,833,917 1,426,684
Diluted 1,433,995 2,835,045 1,433,995

See Notes to Unaudited Pro Forma Condensed Consolidated Financial Information
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Unaudited Pro Forma Condensed Consolidated
Statements of Operations
(Amounts in $000s except share and per share data)

SNS WEST
53 Weeks Twelve
Ended Months Pro Forma Pro Forma
Ended AdjustmentsConsolidated
September
30. 2009 September
’ 30, 2009
Revenues
Net sales 622,944 13,097 636,041
Franchise fees 4,098 3,299 7,397
Other 396 396
Total revenues 627,042 16,792 643,834
Costs and expenses restaurant and franchise
operations
Cost of sales 164,974 9,750 174,724
Restaurant operating costs 323,617 2,357 325,974
Franchise operations direct support 1,081 1,081
General and administrative 36,671 1,558 (632 Y 37597
Subleased restaurant property expenses 118 118
Depreciation and amortization 31,369 541 5 ® 31,965
Corporate litigation fees 53 53
Marketing 33,304 33,304
Interest 13,736 52 ) 3214 W 16,898
Rent 15,929 15,929
Asse.:t impairments and provision for restaurant 2.645 2.645
closing
Loss (gain) on disposal of property 151 151
Other income, net 2,537 ) @40 ) 2,577 )
Total c?,osts and expenses restaurant and franchise 619.859 15366 2.637 637.862
operations
Equity in income of joint venture 269 269
Investment advisory fee income 403 403
Net realized gain (loss) sales marketable securities 9 1,344 1,353
Net unrealized gains (losses) marketable securities 4,988 (4,800)® 188
Amortization expense (169 ) (169 )
Expenses of investment activities 665 ) (155 Y (820 )
Purchase obligation adjustment 246 ) (246 )
9 5,655 (4,955) 709
Earnings before income taxes 7,192 7,350 (7,592) 6,950
Income taxes 1,163 732 2,961H0 (1,066 )
Net earnings 6,029 6,618 (4,631) 8,016

Unaudited Pro Forma Condensed Consolidated Statements of Operations (Amounts in $000s except shaB5and pel
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Less: Earnings attributable to noncontrolling interests 31 2,301 2,332
Net earnings attributable to The Steak n Shake 5.998 4317 4.631) 5.684
Company

Basic earnings per common and common equivalent $4.21 $3.99
share

Dllgted earnings per common and common $4.20 $3.08
equivalent share

Weighted average shares and equivalents

Basic 1,424,177 1,424,177
Diluted 1,429,549 1,429,549

See Notes to Unaudited Pro Forma Condensed Consolidated Financial Information
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THE STEAK N SHAKE COMPANY

Notes to Unaudited Pro Forma Condensed
Consolidated Financial Information

1. Basis of Pro Forma Presentation

On October 22, 2009, Steak n Shake and Western Sizzlin entered into the merger agreement pursuant to which a
wholly-owned subsidiary of Steak n Shake will merge with and into Western Sizzlin, with Western Sizzlin surviving
as a wholly-owned subsidiary of Steak n Shake. The unaudited pro forma condensed consolidated statements of
financial position as of December 23, 2009 gives effect to the proposed merger as if it had occurred on December 23,
2009, and combines the historical consolidated statements of financial position of Steak n Shake as of December 23,
2009 and Western Sizzlin as of September 30, 2009. The unaudited pro forma condensed consolidated statement of
operations for the twelve week period ended December 23, 2009 is presented as if the proposed merger had occurred
on October 1, 2009, and combines the unaudited results of Steak n Shake for its fiscal first quarter ended December
23, 2009 and Western Sizzlin s unaudited results for the three months ended September 30, 2009. The unaudited
condensed consolidated statement of operations for the fifty-three weeks ended September 30, 2009 is presented as if
the proposed merger had occurred on September 25, 2008, and combines the audited results of Steak n Shake for its
fiscal year ended September 30, 2009 and Western Sizzlin s unaudited results for the twelve months ended September
30, 2009. Western Sizzlin s historical statement of operations as of September 30, 2009 was determined by combining
their fourth quarter 2008 results with their third quarter year-to-date 2009 results. The pro forma financial statements
reflect the adoption of Accounting Standards Codification paragraph 810-10-65-1, Noncontrolling Interests in
Consolidated Financial Statements, an amendment of ARB No. 51, as the guidance was adopted by Steak n Shake as
of the beginning of October 1, 2009, its fiscal 2010, and by Western Sizzlin as of January 1, 2009.

The merger will be accounted for as a business combination under the acquisition method of accounting in accordance
with generally accepted accounting principles. Under the acquisition method of accounting, all of Western Sizzlin s
assets acquired and liabilities assumed in the transaction will be recorded by Steak n Shake at their acquisition date

fair values.

2. Calculation of Purchase Price

Western Sizzlin shares outstanding at September 30, 2009 2,844,402
Multiplied by: Principal amount of debentures $ 8.07
$ 22,954,000

3. Preliminary Allocation of Purchase Price (amounts in $000 s)

Cash and cash equivalents $ 1,539
Investments 2,177
Receivables 1,365
Inventories 69

THE STEAK N SHAKE COMPANY Notes to Unaudited Pro Forma Condensed Consolidated Financial 1@&6rmatior
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Deferred income taxes

Other current assets

Property and equipment, net

Note receivable

Investment in real estate

Investment in marketable securities held by limited partnerships
Investment in marketable securities
Goodwill

Other intangible assets, net

Investment in unconsolidated joint venture
Other assets

Note payable line of credit

Accounts payable

Accrued expenses

Current portion of long-term debt
Deferred income taxes

Other long-term liabilities

Long-term debt

Noncontrolling interest

381
206
1,221
346
3,830
1,157
12,665
17,465
1,312
294

43
(100
(621
(1,245
(2,495
(348
(1,420
(367
(14,520
22,954

N N N N N N N N

3. Preliminary Allocation of Purchase Price (amounts in $000 s)
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THE STEAK N SHAKE COMPANY

Notes to Unaudited Pro Forma Condensed
Consolidated Financial Information

3. Preliminary Allocation of Purchase Price (amounts in $000 s)
(continued)

The allocation of the purchase price is preliminary and the final determination will be based on (i) the fair values of
assets acquired and other identifiable intangibles, (ii) the fair values of liabilities assumed, and (iii) the fair value of
common stock issued, as of the date that the merger is consummated. The excess of the purchase price over the fair
value of assets and liabilities acquired is allocated to goodwill for purposes of the pro forma presentation. The
allocation of the purchase price will remain preliminary until Steak n Shake completes a final valuation of significant
identifiable intangible assets acquired and determines the fair values of other assets and liabilities acquired. The final
determination of the allocation of the purchase price is expected to be completed as soon as practicable after
consummation of the merger. The final amounts allocated to assets and liabilities acquired could be materially
different from the amounts presented in the unaudited pro forma condensed consolidated financial statements.

4. Unaudited Pro Forma Adjustments

(a) Represents the estimated fair value of investments in real estate.

(b) Represents the approximate value of Steak n Shake shares held by Western Sizzlin, which, on November 6, 2009,
were distributed to Western Sizzlin shareholders. Value was determined as follows:

Number of Steak n Shake distributed by Western Sizzlin 1,322,806
Approximate value of Steak n Shake shares $ 12.00
$ 15,873,672

(c) Amount represents the excess of purchase price over the estimated fair value of assets acquired and liabilities
assumed, recorded as goodwill for purposes of this pro forma presentation. Refer to Note 3 for details of the
preliminary purchase allocation. This adjustment also incorporates the write-off of historical goodwill of Western
Sizzlin. As the purchase allocation is preliminary, additional separately-identifiable intangible assets may be
determined as Steak n Shake completes a final valuation.

(amounts in $000 s)

Estimated goodwill (See Note 3) $ 17,465
Elimination of Western Sizzlin s historical goodwill (4,995 )
$ 12470

(d) Acquired intangible asset includes investment in management customer relationships. The adjustment reflects
elimination of Western Sizzlin s historical intangible asset and addition of intangibles acquired in the merger.

THE STEAK N SHAKE COMPANY Notes to Unaudited Pro Forma Condensed Consolidated Financial 18®rmatior
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(e) Represents the adjustment to record deferred income tax liability resulting from the merger and the allocation of
the estimated purchase price to the estimated fair values of Western Sizzlin s acquired tangible and identifiable
intangible assets and liabilities assumed as of December 23, 2009.

(f) Represents the estimated total value of debentures issued in connection with the merger.

(g) Represents the elimination of Western Sizzlin s historical shareholders equity in addition to remaining anticipated
transaction costs of $1,116.

(h) Represents the elimination of transaction costs related to the merger which have been incurred and are included in
the historical twelve weeks ended December 23, 2009 financial statements of Steak n Shake for $347 and of Western
Sizzlin for $155 and for the fifty-three weeks ended September 30, 2009 financial statements of Steak n Shake for
$632 and for Western Sizzlin for $155.

97

4. Unaudited Pro Forma Adjustments 190



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

TABLE OF CONTENTS

THE STEAK N SHAKE COMPANY

Notes to Unaudited Pro Forma Condensed
Consolidated Financial Information

4. Unaudited Pro Forma Adjustments (continued)

(i) Represents the adjustment to depreciation and amortization as follows:

Twelve Weeks Fifty-Three

(amounts in $000 s) Ended Weeks Ended
December 23, September 30,
2009 2009

Elimination of Western Sizzlin s historical amortization for finite-lived
intangible assets
Amortization of the fair value of Western Sizzlin s finite-lived

$ (34 ) % (95 )

. . 38 150
intangible assets
$ 4 $ 55
The amount for amortization on the fair value of the finite-lived intangible assets was based on the amortization

period of 10 years.
Western Sizzlin s depreciation policy for tangible assets does not differ materially from Steak n Shake s policy.

(j) Represents twelve and fifty-three weeks, respectively, of interest at 14% on the estimated total value of debentures
issued in connection with the merger.

(k) Represents the elimination of unrealized gains related to Steak n Shake shares held by Western Sizzlin.

(D) Income taxes on the pro forma adjustments are provided using Steak n Shake s statutory rate of 39% for the periods
presented.

5. Stock Split

Subsequent to September 30, 2009, the Board of Directors of Steak n Shake approved a 1-for-20 reverse stock split
with an effective date of December 18, 2009. Steak n Shake s stock began trading at the split-adjusted basis on
December 21, 2009. The pro forma information has been adjusted to reflect the effect of this split.
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CAUTIONARY STATEMENT CONCERNING
FORWARD-LOOKING INFORMATION

This proxy statement/prospectus contains forward-looking information. This information may be included directly in
this proxy statement/prospectus, and may also be incorporated by reference into this proxy statement/prospectus.
These statements may include statements regarding the period following the completion of the merger and the
transactions contemplated by the merger agreement.

All statements regarding expected operational efficiencies, costs savings and other benefits arising from the merger,

the ability to execute the merger in the estimated timeframe, if at all, the anticipated value of the Steak n Shake
debentures, expected future financial position, results of operations or cash flows, continued performance
improvements as a merged company, expected governance of Steak n Shake upon completion of the merger, the
anticipated tax effects of the merger, the possibility that the merger agreement s termination fee may discourage
competing third party proposals to acquire Western Sizzlin and similar statements including, without limitation, those
containing words such as anticipates, believes, estimates, expects, intends, may, plans, should and«c
expressions are forward-looking statements.

Forward-looking statements are not guarantees of future performance. They involve risks, uncertainties and
assumptions. The actual results of the merger and the other transactions contemplated by the merger agreement, and
future results and security values of Steak n Shake and Western Sizzlin, and of the combined company, may differ
materially from those expressed in these forward-looking statements. Many of the factors that could influence or
determine actual results are unpredictable and not within the control of Steak n Shake or Western Sizzlin. In addition,
neither Steak n Shake nor Western Sizzlin intends to update these forward-looking statements after this proxy
statement/prospectus is distributed except as required by applicable SEC laws and regulations. Factors that may cause
actual results to differ materially from those contemplated by forward-looking statements include, among others, those
disclosed in the section entitled Risk Factors above and in other reports filed by Steak n Shake and Western Sizzlin

with the SEC (including such sections of such reports with the captions Risk Factors, = Cautionary Statement
Concerning Forward-Looking Information and similar captions).

The foregoing review of factors should not be construed as exhaustive and should be read in conjunction with the
other cautionary statements included in this joint proxy statement/prospectus or incorporated herein by reference.
Steak n Shake and Western Sizzlin undertake no obligation to publicly update or review any forward-looking
statement, whether as a result of new information, future development or otherwise, unless required in order to reflect
any material changes in information previously reported in this proxy statement/prospectus or the Transaction
Statement.
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INFORMATION ABOUT THE COMPANIES
The Steak n Shake Company

Steak n Shake, an Indiana corporation, is a holding company. Its primary restaurant operation is conducted through
Steak n Shake Operations Inc. The Steak n Shake restaurant chain, founded in 1934, is a classic American brand
serving premium burgers and milk shakes through its chain of 485 restaurants.

Steak n Shake s common stock, par value $0.50 per share, is listed on the New York Stock Exchange under the symbol
SNS. The principal executive offices of Steak n Shake are located at 175 East Houston Street, Suite 1300, San
Antonio, Texas 78205, and its telephone number is (317) 633-4100.

Additional information about Steak n Shake is included in documents incorporated by reference into this proxy
statement/prospectus. See  Where You Can Find More Information. See also Recent Developments.

Western Sizzlin Corporation

Western Sizzlin, a Delaware corporation, is a holding company owning subsidiaries engaged in number of diverse
business activities. Western Sizzlin s primary business activities are conducted through Western Sizzlin Franchise
Corporation and Western Sizzlin Stores, Inc., which franchise and operate 101 restaurants in 19 states. Western
Sizzlin currently operates and/or franchises the following brands: Western Sizzlin, = Western Sizzlin Wood Grill, = Great
American Steak & Buffet, and Quincy Steakhouses.

Western Sizzlin s common stock, par value $0.01 per share, is listed on the NASDAQ Capital Market under the
symbol WEST. The principal executive offices of Western Sizzlin are located at 401 Albemarle Ave SE, Roanoke,
Virginia 24013, and its telephone number is (540) 345-3195.

Additional information about Western Sizzlin is included in this proxy statement/prospectus, including under Other
Important Information Regarding Western Sizzlin, Steak n Shake and the Merger Summary of Western Sizzlin s
Business,  Other Important Information Regarding Western Sizzlin, Steak n Shake and the Merger Management s

Discussion and Analysis of Financial Condition and Results of Operations of Western Sizzlin and Recent
Developments. See also Other Matters Where You Can Find More Information.

Merger Sub

Grill Acquisition Corporation, which we sometimes refer to as Merger Sub, is a Delaware corporation and a direct
wholly-owned subsidiary of Steak n Shake. Merger Sub was formed solely for the purpose of consummating the
merger. Merger Sub has not carried on any activities to date, except for activities incidental to its formation and

activities undertaken in connection with the transactions contemplated by the merger agreement. The principal
executive offices of Merger Sub are located at 36 South Pennsylvania Street, Suite 500, Indianapolis, Indiana 46204,
and its telephone number is (317) 633-4100.
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RECENT DEVELOPMENTS

Western Sizzlin Special Dividend

As contemplated by the merger agreement, Western Sizzlin declared on October 22, 2009, a special dividend payable
to Western Sizzlin s stockholders in the form of 1,322,806 shares of Steak n Shake common stock that were then

beneficially owned by an investment subsidiary of Western Sizzlin. Each stockholder of Western Sizzlin of record as

of November 2, 2009, was entitled to receive this dividend which was distributed on November 6, 2009. The dividend
was paid at the rate of approximately 0.465 shares of Steak n Shake common stock for each share of the Western

Sizzlin common stock outstanding as of November 2, 2009 (fractional share interests were settled by a cash payment).

All references to numbers of shares of Steak n Shake common stock in this paragraph are not retroactively adjusted to

give effect to the 1-for-20 reverse split effected by Steak n Shake on December 18, 2009.

Exercises of All Outstanding Western Sizzlin Stock
Options

On or before November 2, 2009, all persons holding stock options that had previously been granted by Western
Sizzlin under Western Sizzlin s 2004 Non-Employee Directors Stock Option Plan (including certain of Western
Sizzlin s directors and executive officers) exercised their stock options in accordance with their terms. As a result of
such exercises, the number of shares of Western Sizzlin common stock outstanding increased to 2,844,402 as of the
record date for the special meeting.

Intention by Steak n Shake to Acquire Fremont
Michigan InsuraCorp, Inc.

On October 26, 2009, Steak n Shake filed a Schedule 13D ownership statement with respect to its recent purchases for
investment purposes of an aggregate of 172,500 shares of the Class A Common Stock, no par value per share, of
Fremont Michigan InsuraCorp, Inc. (which we refer to as Fremont) (representing 9.9% of that corporation s
outstanding Class A Common Stock) for an aggregate purchase price of approximately $3,541,000. Fremont's Class A
Common Stock is quoted on the OTC Bulletin Board under the trading symbol FMMH.OB. On December 21, 2009,
Steak n Shake announced its intent to acquire all of the remaining issued and outstanding shares of common stock of
Fremont through an appropriate acquisition entity for $24.50 per share, or an aggregate additional purchase price of
approximately $39 million. Of this proposed purchase price, 50% would be paid in cash, and 50% would be paid in
newly-issued shares of common stock of Steak n Shake. The offer, when made, will not be subject to any financing
contingency, but would be subject to approval of the Michigan Office of Financial and Insurance Regulation and the
waiver by Fremont of certain of its anti-takeover defenses. Fremont issued a press release on December 23, 2009,
rejecting Steak n Shake s offer.

Steak n Shake Reverse Stock Split; Cash Payments for
Fractional Shares

Steak n Shake Reverse Stock Split; Cash Payments for Fractional Shares 195



Edgar Filing: STEAK & SHAKE CO - Form S-4/A

Effective at the close of business on Friday, December 18, 2009, Steak n Shake announced a 1-for-20 reverse stock
split, and Steak n Shake's common stock began trading at the split-adjusted price on Monday, December 21, 2009. No
fractional shares were issued in connection with the reverse stock split, and Steak n Shake shareholders instead
became entitled to receive a cash payment in lieu of fractional shares based upon the average of the high and low
trading prices on December 18, 2009. Steak n Shake has paid an aggregate of $711,422 to its shareholders or former
shareholders in respect of the fractional interests created by the reverse stock split.

Proposed Change of Corporate Name

On January 29, 2010, Steak n Shake announced that it planned to change its corporate name from The Steak n Shake
Company to Biglari Holdings Inc., subject to shareholder approval of the requisite amendment to Steak n Shake s
articles of incorporation at the annual meeting of Steak n Shake shareholders to be held on April 8, 2010.
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THE MERGER AGREEMENT

The following summary describes material provisions of the merger agreement. This summary does not purport to be
complete and may not contain all of the information about the merger agreement that is important to you. This
summary is subject to, and qualified in its entirety by reference to, the merger agreement, which is attached to this
prospectus as Annex A and is incorporated by reference into this prospectus. You are urged to read the merger
agreement carefully and in its entirety, as it is the legal document governing the merger.

The merger agreement summary below is included in this prospectus only to provide you with information regarding
the terms and conditions of the merger agreement, and not to provide any other factual information regarding Steak n
Shake, Western Sizzlin or their respective businesses. Accordingly, the representations and warranties and other
provisions of the merger agreement should not be read alone, but instead should be read only in conjunction with the
information provided elsewhere in this prospectus and in the documents incorporated by reference into this

prospectus. See Other Matters Where You Can Find More Information.

The representations, warranties and covenants contained in the merger agreement and described in this prospectus
were made only for purposes of the merger agreement and as of specific dates and may be subject to more recent
developments, were made solely for the benefit of the parties to the merger agreement and may be subject to
limitations agreed upon by the contracting parties, including being qualified by reference to confidential disclosures,
for the purposes of allocating risk between parties to the merger agreement instead of establishing these matters as
facts, and may apply standards of materiality in a way that is different from what may be viewed as material by you or
by other investors. Accordingly, these representations and warranties alone may not describe the actual state of
affairs as of the date they were made or at any other time. The representations and warranties contained in the
merger agreement do not survive the effective time of the merger. Investors should not rely on the representations,
warranties and covenants or any description thereof as characterizations of the actual state of facts or condition of
Steak n Shake, Western Sizzlin or Merger Sub or any of their respective subsidiaries or daffiliates. Moreover,
information concerning the subject matter of the representations, warranties and covenants may change after the date
of the merger agreement, which subsequent information may or may not be fully reflected in public disclosures by
Steak n Shake and Western Sizzlin.

The Merger

Each of the Steak n Shake board of directors and the Western Sizzlin board of directors has approved the merger
agreement, based in part upon the recommendations of their respective special committees, which provides for the
merger of Merger Sub with and into Western Sizzlin upon the terms, and subject to the conditions, of the merger
agreement. Western Sizzlin will be the surviving corporation in the merger and, following the merger, will be a
wholly-owned subsidiary of Steak n Shake. As a result of the merger, if completed, you will no longer have an interest
in Western Sizzlin s future earnings or growth, Western Sizzlin will cease to be a publicly traded company, and

Western Sizzlin may no longer be required to file periodic reports with the SEC.

The Closing

Under the terms of the merger agreement, the closing of the merger will occur on such date mutually agreeable
following the satisfaction or, subject to applicable law, waiver of the conditions to closing (other than conditions that
by their terms are not to be satisfied until the closing of the merger, but subject to fulfillment or waiver of those
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conditions at the closing). If the parties do not agree on the closing date, then the closing will occur on the second
business day following satisfaction or waiver of the conditions of closing.

Effective Time

At the closing of the merger, Steak n Shake will file a certificate of merger with the Secretary of State of Delaware.
The merger will become effective when the certificate of merger is filed with the Secretary of State of the State of
Delaware or at a later time as agreed to by Steak n Shake and Western Sizzlin and set forth in the certificate of merger.
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Merger Consideration and Special Dividend

Pursuant to the terms of the merger agreement, on October 22, 2009, Western Sizzlin declared a special dividend
payable to Western Sizzlin s stockholders in the form of 1,322,806 shares of Steak n Shake common stock that was
beneficially owned by an investment subsidiary of Western Sizzlin. Each stockholder of Western Sizzlin of record as
of November 2, 2009 was entitled to receive this dividend which was distributed on November 6, 2009. The dividend
was paid at the rate of approximately 0.465 shares of Steak n Shake common stock for each share of the Western
Sizzlin common stock outstanding as of November 2, 2009 (fractional share interests were settled by a cash payment).

At the effective time of the merger, each outstanding share of common stock of Western Sizzlin (other than shares
held by Steak n Shake, Merger Sub or Western Sizzlin, or by Western Sizzlin stockholders who perfect and do not
withdraw their appraisal rights under Delaware law) will be converted into the right to receive a pro rata portion of a
new issue of 14% redeemable subordinated debentures due 2015 to be issued by Steak n Shake in the aggregate
principal amount of $22,959,000 (approximately $8.07 principal amount of debentures per Western Sizzlin share,
based upon the number of shares of Western Sizzlin common stock outstanding on February 17, 2010), with cash to
be paid in lieu of fractional debenture interests. We sometimes refer to the debentures and cash in lieu of fractional
debenture interest, together, as the merger consideration.

Treatment of Fractional Debenture Interests

The debentures will be solely issuable in whole multiples of $1,000. In the event that a debenture to be issued to a
Western Sizzlin stockholder in the merger is not evenly divisible by 1,000, the amount in excess of the $1,000
principal amount of the debenture or the next whole multiple thereof will be paid to such stockholder in cash. In the
event that any Western Sizzlin stockholder s portion of the merger consideration is less than $1,000, such stockholder
will only be entitled to receive his or her portion of the merger consideration in cash, and such stockholder shall not be
entitled to receive a debenture.

Surrender and Conversion of Shares

The conversion of Western Sizzlin common stock into the right to receive the merger consideration will occur
automatically at the effective time of the merger.

Prior to the closing date of the merger, Merger Sub will designate a bank or trust company to act as the exchange and
paying agent, which we refer to herein as the Exchange Agent, for the payment and exchange, as applicable, of the
merger consideration. Promptly after the effective time of the merger, the Exchange Agent will mail or deliver to each
person who was, at the effective time, a holder of record of shares of Western Sizzlin common stock a form of letter of
transmittal and instructions for surrendering such stockholder s stock certificates.

Western Sizzlin stockholder s should NOT return their stock certificates with the enclosed proxy card, and
should NOT forward their stock certificates to the Exchange Agent without a letter of transmittal.

A Western Sizzlin stockholder will not be entitled to receive the merger consideration until such stockholder
surrenders its stock certificates to the Exchange Agent, together with a duly executed letter of transmittal and such
other documents as may be required pursuant to such instructions. No interest will be paid or will accrue on the cash
payable upon surrender of the certificates, if any.
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At the close of business on the day of the effective time of the merger, the stock transfer books of Western Sizzlin will
be closed and thereafter there will be no further registration of transfers of shares of Western Sizzlin common stock.
If, after the effective time of the merger, certificates are presented to the surviving corporation for transfer, they will

be cancelled and exchanged for the merger consideration.

If any Western Sizzlin stockholder has lost a stock certificate, or if it has been mutilated or destroyed, such
stockholder may deliver in lieu thereof an affidavit in form and substance and with surety as may be reasonably

required by the surviving corporation.
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The Exchange Agent, Steak n Shake, Merger Sub and the surviving corporation will be entitled to deduct and
withhold, and pay to the appropriate taxing authorities, any applicable taxes from the merger consideration. Any sum
which is withheld and paid to a taxing authority by Steak n Shake, Merger Sub or the surviving corporation will be
deemed to have been paid to the person with regard to whom it is withheld.

Directors and Officers of Western Sizzlin Following the
Merger

Upon consummation of the merger, and subject to such changes as Steak n Shake, as the new parent corporation of
Western Sizzlin, may in the exercise of its business judgment make from time to time, the directors of Merger Sub
(William J. Regan, Jr., Ruth J. Person and John W. Ryan) will become the directors of Western Sizzlin, as the
surviving corporation, and the officers of Western Sizzlin will continue to be the officers of Western Sizzlin, in each
case until their respective successors are duly elected or appointed and qualified or until their earlier death, resignation
or removal.

Representation and Warranties

The merger agreement contains representations and warranties by both parties, subject in some cases to specified
exceptions and qualifications, relating to a number of matters. These representations and warranties were made for the
purposes of allocating contractual risk between the parties and not necessarily as a means of establishing facts.
Accordingly, they were (and are) not meant to be relied upon by the investing public in connection with investment
decisions with respect to securities issued by any of the parties hereto. Investors are cautioned that (a) the merger
agreement may have different standards of materiality than standards of materiality under applicable securities laws;
(b) some of the representations and warranties contained in the merger agreement are qualified by reference to
confidential disclosure schedules that contain some nonpublic information; and (c) facts may change after the date of
the Merger Agreement.

Western Sizzlin made various representations and warranties to Steak n Shake in the merger agreement, subject in
some cases to specified exceptions and qualifications, relating to a number of matters, including the following:

the due organization, valid existence, good standing and qualification to do business of Western Sizzlin and its
subsidiaries;
the certificate of incorporation and bylaws, or equivalent organizational documents, of Western Sizzlin and its
subsidiaries;
the capital structure of Western Sizzlin and its subsidiaries;
the corporate power and authority of Western Sizzlin to enter into the merger agreement;
the approval and recommendations of the Western Sizzlin board of directors and the Western Sizzlin special
committee of the merger agreement, the merger and the other transactions contemplated by the merger agreement;
the absence of violations of or conflicts with governing documents, applicable law or certain agreements as a result of
entering into the merger agreement or the consummation of the merger;
the absence of certain required consents and approvals of governmental authorities or third parties in connection with
the transactions contemplated by the merger agreement;
the possession and maintenance by Western Sizzlin and its subsidiaries of all permits necessary for Western Sizzlin
and its subsidiaries to lawfully own, lease and operate its properties or to carry on its business;
Western Sizzlin s SEC filings and financial statements since January 1, 2006;
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Western Sizzlin s compliance with the Sarbanes-Oxley Act;
Western Sizzlin s internal control over financial reporting and disclosure controls and procedures;
the absence of certain changes or events since June 30, 2009;
the absence of undisclosed liabilities;
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the absence of litigation;
employment and labor matters, including matters relating to employee benefits;
the accuracy of information supplied for inclusion or incorporation by reference in this proxy statement/prospectus
and the related transaction statement on Schedule 13E-3;
the title to Western Sizzlin s and its subsidiaries assets;
matters concerning real property owned and leased by Western Sizzlin and its subsidiaries;
intellectual property matters;
tax matters;
environmental matters;
material contracts to which Western Sizzlin or its subsidiaries are a party;
insurance matters;
the inapplicability of state anti-takeover statutes;
compliance with the Foreign Corrupt Practices Act of 1977, as amended;
transactions and contracts with affiliates;
the absences of undisclosed broker s or financial advisor s fees;
suppliers of Western Sizzlin and its subsidiaries;
the maintenance and accuracy of the books and records of Western Sizzlin and its subsidiaries;
Broker-Dealer, fund and investment advisor matters;
the receipt by the Western Sizzlin special committee of a fairness opinion from B. Riley; and
franchise matters.
Steak n Shake and Merger Sub made various representations and warranties in the merger agreement to Western
Sizzlin, subject in some cases to specified exceptions and qualifications, relating to a number of matters, including the
following:

the due organization, valid existence, good standing and qualification to do business of Steak n Shake and Merger
Sub;

the corporate power and authority of Steak n Shake and Merger to enter into the merger agreement;
the absence of violations of or conflicts with governing documents, applicable law or certain agreements as a result of
entering into the merger agreement or the consummation of the merger;
the accuracy of information supplied for inclusion or incorporation by reference in this proxy statement/prospectus
and the related transaction statement on Schedule 13E-3;

Steak n Shake s SEC filings and financial statements since January 1, 2006;
the absence of certain changes or events since July 1, 2009;
the absence of litigation;
the ownership and activities of Merger Sub;
the absences of undisclosed broker s or financial advisor s fees;
the receipt by the Steak n Shake special committee of a fairness opinion from Duff & Phelps; and
the maintenance and accuracy of the books and records of Steak n Shake and its subsidiaries.
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Certain of the representations and warranties referred to above will not be deemed to be breached unless the breach of
the representation or warranty would have a material adverse effect on Western Sizzlin and its subsidiaries, taken as a
whole, or Steak n Shake and its subsidiaries, taken as a whole, as applicable.

The representations and warranties of each of the parties to the merger agreement will expire upon the effective time
of the merger.

Conduct of Business Prior to Closing

From the date of the merger agreement to the effective time of the merger, and unless otherwise provided in the
merger agreement or consented to in writing by the other party, each of Steak n Shake and Western Sizzlin have
agreed to use their respective reasonable best efforts to (i) preserve intact the current business organization of the
respective company and its subsidiaries, (ii) to keep available the services of its current officers, employees and
consultants of the respective company and its subsidiaries, (iii) to preserve the current relationships of the respective
company and its subsidiaries with franchisees, customers, suppliers, licensors, licensees, distributors and others
having business dealings with the respective company or any of its subsidiaries.

To this end, Western Sizzlin has agreed that, from the date of the merger agreement until the earlier of the effective
time of the merger or the date the merger agreement is terminated in accordance with its terms, neither Western
Sizzlin nor any of its subsidiaries will, directly or indirectly, do, or propose to do, any of the following without Steak n

Shake s prior written approval:

amend its certificate of incorporation, bylaws or similar organizational documents;
issue, sell, pledge, dispose of, grant or encumber any shares of any class of capital stock, or any options, warrants,
convertible securities or other rights of any kind to acquire any shares of such capital stock, provided that Western
Sizzlin may issue shares of its common stock in connection with the exercise of outstanding stock options;
declare, set aside, make or pay any dividend or other distribution, payable in cash, stock, property or otherwise, with
respect to any of its capital stock, other than the distribution of the shares of Steak n Shake common stock beneficially
owned by Western Sizzlin;
reclassify, combine, split, subdivide or redeem, or purchase or otherwise acquire, directly or indirectly, any of
Western Sizzlin s or its subsidiaries capital stock or securities directly or indirectly convertible into, or exercisable or
exchangeable for such capital stock, other than as may be required under outstanding stock options.
(i) acquire any business organization or any division thereof or any material amount of assets; (ii) incur any
indebtedness for borrowed money in excess of $50,000 in the aggregate or issue any debt securities or assume,
guarantee or endorse, or otherwise become responsible for, the obligations of any person other than in the ordinary
course of business, or make any loans or advances, or grant any security interest in any of its assets other than a
purchase money security interest; (iii) enter into, materially amend or terminate certain material contracts other than
in the ordinary course of business; or (iv) dispose of any assets or properties with a fair market value in excess of
$50,000 in the aggregate (other than inventory or any obsolete assets or properties);
materially revalue any assets or make any material changes to its accounting policies or procedures except as required
by GAAP;
make any amendments to the terms of any outstanding debt or equity security or equity compensation plan, other than
as may be necessary to consummate the transactions contemplated by the merger agreement;
make any loan, advance or capital contribution to any person other than loans or advances to, or investments in,
Western Sizzlin s existing subsidiaries or certain portfolio investments in the ordinary course of business
sell, lease, license, encumber or otherwise dispose of, or subject to any lien, any of its assets, except as expressly
permitted;
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(i) grant to any current or former director, officer, employee or consultant any increase in compensation, severance,
termination pay or fringe or other benefits, (ii) enter into any new or amend any existing, employment, consulting,
indemnification, change of control, severance or termination agreement with any current or former director, officer,
employee or consultant, or (iii) establish, adopt or become obligated under any new employee benefit plan or
collective bargaining agreement or amend any such employee benefit plan or arrangement in existence on the date of
the merger agreement;
settle or compromise any pending or threatened legal proceedings (i) involving potential payments by or to Western
Sizzlin or any of its subsidiaries of more than $50,000 in the aggregate, (ii) that admit liability or consent to
non-monetary relief, or (iii) that otherwise have or would reasonably be expected to have a material adverse effect on
Western Sizzlin;
(1) pay, discharge or satisfy any other claims, liabilities or obligations, other than in the ordinary course of business,
(ii) cancel any indebtedness in excess of $50,000 in the aggregate, (iii) waive or assign any claims or rights of
substantial value, or (iv) waive any benefits of, or agree to modify in any respect, or fail to enforce, or consent to any
matter with respect to which consent is required under, any confidentiality, standstill or similar agreement to which
Western Sizzlin or any of its subsidiaries is a party;
(i) make or rescind any tax election, (ii) take any material tax position or settle or compromise any claim, action, suit,
arbitration, investigation, audit, examination, litigation, proceeding or matter in controversy relating to taxes, (iii)
make any material change to its method of reporting income, deductions or other tax items for tax purposes, or (iv)
file any amended tax returns;
enter into any license with respect to intellectual property unless such license is non-exclusive and entered into in the
ordinary course of business;

enter into any new line of business;
make any capital expenditures in excess of an amount equal to the amount of capital expenditures specifically
contemplated by Western Sizzlin s 2009 budget as provided to Steak n Shake, plus $100,000;
enter into any certain types of contracts, agreements, commitments, leases, licenses, arrangements, or instruments or
the terms of which would reasonably be expected to be breached by the consummation of the merger or the
compliance by Western Sizzlin with the terms of the merger agreement;
enter into, modify, amend, cancel or terminate any contract, agreement, commitment, lease, license, arrangement,
instrument or obligation which if so entered into, modified, amended or terminated would reasonably be expected to
(1) have a material adverse effect on Western Sizzlin, or (ii) impair in any material respect the ability of Western
Sizzlin to perform its obligations under the merger agreement;
take or omit to take any action that results or is reasonably likely to result in any of the representations or warranties
of Western Sizzlin under the merger agreement being untrue or cause certain of Western Sizzlin s other agreements
thereunder not to be satisfied;
except as otherwise specifically permitted by the merger agreement, engage in any action or enter into any transaction
or permit any action to be taken or transaction to be entered into that would reasonably be expected to delay the
timely consummation of the merger in accordance with the terms of the merger agreement or otherwise adversely
affect the merger; or
announce an intention, enter into any formal or informal agreement or arrangement, or otherwise make a commitment
to do any of the foregoing.
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Likewise, Steak n Shake has agreed that, from the date of the merger agreement until the earlier of the effective time

of the merger or the date the merger agreement is terminated in accordance with its terms, neither Steak n Shake nor

any of its subsidiaries will, directly or indirectly, do, or propose to do, any of the following without Western Sizzlin s
prior written approval:

take or omit to take any action that results or is reasonably likely to result in any of the representations or warranties
of Western Sizzlin under the merger agreement being untrue or cause certain of Western Sizzlin s other agreements
thereunder not to be satisfied;

take any action that would reasonably be expected to constitute a breach of certain of the covenants set forth in the
indenture, if the indenture were effective as of the date of the merger agreement;

except as otherwise specifically permitted by the merger agreement, engage in any action or enter into any transaction
or permit any action to be taken or transaction to be entered into that would reasonably be expected to delay the
timely consummation of the merger in accordance with the terms of the merger agreement or otherwise adversely
affect the merger; or

announce an intention, enter into any formal or informal agreement or arrangement, or otherwise make a commitment
to do any of the foregoing.

Conditions to Completion of the Merger

The obligations of Western Sizzlin and/or Steak n Shake to complete the merger are subject to the satisfaction or
waiver of a number of conditions, including, among others:

approval of the merger by the holders of at least a majority of outstanding shares of Western Sizzlin s common stock;
the representations and warranties of each of the parties being true and correct, subject to material adverse effect
qualifications;
the holders of not more than 12.5% of Western Sizzlin s common stock outstanding immediately prior to the effective
time of the merger having properly exercised appraisal rights under Delaware law;

each party having performed in all material respects all of its respective obligations, and having complied in

all material respects with all of its respective agreements and covenants, in the merger agreement;
the distribution by Western Sizzlin to its stockholders of 1,322,806 shares of Steak n Shake common stock
beneficially owned by its subsidiaries, which condition was satisfied on November 6, 2009;

effectiveness of the registration statement of which this proxy statement/prospectus forms a part;
qualification of the indenture governing the debentures under The Trust Indenture Act of 1939, as amended; and

approval for listing on the New York Stock Exchange of the debentures to be issued in the merger, and the New York
Stock Exchange having not objected to the consummation of the merger.

At any time before the effective time of the merger, the board of directors of Western Sizzlin or the board of directors
of Steak n Shake or Merger Sub, as the case may be, may (i) extend the time for the performance of any obligation or
other act of any other party to the merger agreement, (ii) waive any inaccuracy in the representations and warranties
contained in the merger agreement or in any document delivered pursuant thereto and (iii) waive compliance with any
agreement or condition contained in the merger agreement. As of the date of this proxy statement/prospectus, neither
Western Sizzlin, nor Steak n Shake nor Merger Sub expects that any condition will be waived.
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Restrictions on Solicitation of Other Offers

The merger agreement provides that during the period beginning on the date of the merger agreement and continuing
until 12:01 a.m., Eastern Time, on November 21, 2009, which we refer to as the go-shop period, Western Sizzlin is
permitted to:

initiate, solicit, encourage or seek, directly or indirectly, any inquiries relating to the making or implementation of any
Acquisition Proposal (as defined below);
continue or otherwise engage or participate in any negotiations or discussions with any party with respect to
any Acquisition Proposal, including by way of public disclosure; and
release any person or entity from, or waive any provision of, any confidentiality or standstill agreement to which such
person or entity is a party to the extent necessary to permit Western Sizzlin to conduct the activities described above.
After the end of the go-shop period and stockholder approval of the merger is obtained or, if earlier, the merger
agreement is terminated in accordance with its terms, Western Sizzlin has agreed that it, its subsidiaries and
representatives will not, subject to certain exceptions discussed below, directly or indirectly:

initiate, solicit (including by way of furnishing information or assistance) or take any other action designed to, or that
could reasonably be expected to, solicit any inquiries or the making of any proposal or other action that constitutes an
Acquisition Proposal;
initiate or participate in any discussions or negotiations, or furnish to any person not a party to the merger agreement
any non-public information in furtherance of any inquiries that would reasonably be expected to lead to an
Acquisition Proposal;

enter into any agreement, arrangement or understanding with respect to any Acquisition Proposal; or
fail to make, withdraw or modify in a manner adverse to Steak n Shake or publicly propose to withdraw or modify in
a manner adverse to Steak n Shake the recommendation of the Western Sizzlin special committee and board of
directors that Western Sizzlin s stockholders approve the merger and adopt the merger agreement, or recommend,
adopt or approve, or publicly propose to recommend, adopt or approve, an Acquisition Proposal, or take any action or
make any statement inconsistent with the Western Sizzlin special committee s and board of directors recommendation
in favor of the merger.

Notwithstanding the foregoing, under certain circumstances, the Western Sizzlin special committee or board of
directors may, from and after the end of the go-shop period, continue or otherwise engage or participate in any
negotiations or discussions with any party with respect to any written Acquisition Proposal that was received before
the end of the go-shop period from a party with whom the Western Sizzlin special committee is having ongoing
discussions or negotiations as of the end of the go-shop period and which is, or the Western Sizzlin special committee
believes is reasonably likely to lead to, a Superior Proposal (as defined below), in each case so long as Western

Sizzlin complies with certain terms of the merger agreement described under ~ Change in Recommendation.

Additionally, following the receipt by Western Sizzlin of an Acquisition Proposal (that was not solicited in violation
of the provision described above) after the end of the go-shop period, and until any time prior to obtaining stockholder
approval of the merger or, if earlier, the merger agreement is terminated in accordance with its terms, the Western
Sizzlin special committee may contact the party making such Acquisition Proposal solely for the purpose of clarifying
the material terms, conditions and likelihood of consummation of such proposal, so as to determine whether the
Acquisition Proposal is reasonably likely to lead to a Superior Proposal. If the Western Sizzlin special committee
determines in good faith (after consultation with its legal counsel and financial advisors) that such Acquisition
Proposal constitutes or is reasonably likely to lead to a Superior Proposal and that failure to take the following action
would be inconsistent with its duties under applicable law, the Western Sizzlin special committee may:
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information pursuant to a confidentiality agreement which contains terms and conditions substantially similar to, and
no less favorable to Western Sizzlin, than those contained in the confidentiality agreement Western Sizzlin entered
into with Steak n Shake in connection with the evaluation of the merger);
disclose to Western Sizzlin s stockholders any information required to be disclosed under applicable law; and
participate in negotiations regarding such Acquisition Proposal.

An Acquisition Proposal, as defined in the merger agreement means any bona fide inquiry, proposal or offer from any
person or group of persons (other than as contemplated by the merger agreement) relating to, or that would reasonably
be expected to lead to, (i) any direct or indirect acquisition or purchase, in one transaction or a series of transactions,
of (A) assets or businesses of Western Sizzlin or its subsidiaries that constitute 15% or more of the revenues, net
income or assets of Western Sizzlin and its subsidiaries, taken as a whole, or (B) securities representing 15% or more
of any class of equity securities of Western Sizzlin or any of its subsidiaries; (ii) any tender offer or exchange offer
that, if consummated, would result in any person beneficially owning 15% or more of any class of equity securities of
Western Sizzlin or any of its subsidiaries; or (iii) any merger, consolidation, business combination, recapitalization,
liquidation, dissolution, joint venture, binding share exchange or similar transaction involving Western Sizzlin or any
of its subsidiaries pursuant to which any person or the stockholders or other equity holders of any person would own
15% or more of any class of equity securities of Western Sizzlin or any of its subsidiaries or of any resulting parent
company of Western Sizzlin.

A Superior Proposal, as defined in the merger agreement means an Acquisition Proposal that constitutes a written
proposal or offer (except the references therein to 15% are replaced by 51% ), which was not obtained in violation of
solicitation provisions of the merger agreement, if and only if, the Western Sizzlin board of directors, upon the
recommendation of the Western Sizzlin special committee, determines in good faith (after consultation with its
financial advisor and outside legal counsel), taking into account, among other things, all legal, financial, regulatory
and other aspects of the proposal and the person making the proposal, that the prop