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PART I – FINANCIAL INFORMATION
ITEM 1. Financial Statements (Unaudited)

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

(In thousands, except share data)
(Unaudited)

ASSETS  
January 28,

2022   
July 30,
2021*  

Current Assets:       
Cash and cash equivalents  $ 79,709  $ 144,593 
Accounts receivable   32,112   27,372 
Income taxes receivable   12,525   21,123 
Inventories   153,883   138,320 
Prepaid expenses and other current assets   28,407   22,188 

Total current assets   306,636   353,596 
Property and equipment   2,255,736   2,234,489 

Less: Accumulated depreciation and amortization   1,299,054   1,254,639 
Property and equipment – net   956,682   979,850 
Operating lease right-of-use assets, net   956,941   974,477 
Goodwill   4,690   4,690 
Intangible assets   21,248   21,285 
Other assets   56,238   57,796 
Total assets  $ 2,302,435  $ 2,391,694 
LIABILITIES AND SHAREHOLDERS’ EQUITY         
Current Liabilities:         
Accounts payable  $ 123,939  $ 135,176 
Dividends payable   30,583   23,970 
Deferred revenues   120,029   93,157 
Other current liabilities   204,334   212,959 

Total current liabilities   478,885   465,262 
         
Long-term debt   327,358   327,253 
Long-term operating lease liabilities   738,715   748,305 
Other long-term obligations   153,373   187,241 
         
Commitments and Contingencies (Note 10)       
         
Shareholders’ Equity:         
Preferred stock – 100,000,000 shares of $0.01 par value authorized; 300,000 shares designated as Series A Junior

Participating Preferred Stock; no shares issued   —   — 
Common stock – 400,000,000 shares of $0.01 par value authorized; 23,248,532 shares issued and outstanding at

January 28, 2022, and 23,497,166 shares issued and outstanding at July 30, 2021   232   235 
Retained earnings   603,872   663,398 
Total shareholders’ equity   604,104   663,633 
Total liabilities and shareholders’ equity  $ 2,302,435  $ 2,391,694 

See Notes to unaudited Condensed Consolidated Financial Statements.

* This Condensed Consolidated Balance Sheet has been derived from the audited Consolidated Balance Sheet as of July 30, 2021, as filed with the
Securities and Exchange Commission in the Company’s Annual Report on Form 10-K for the fiscal year ended July 30, 2021.
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CRACKER BARREL OLD COUNTRY STORE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except share data)
(Unaudited)

 Quarter Ended   Six Months Ended  
 

 
January 28,

2022   
January 29,

2021   
January 28,

2022   
January 29,

2021  
             
Total revenue  $ 862,260  $ 677,169  $ 1,647,190  $ 1,323,623 
                 
Cost of goods sold (exclusive of depreciation and rent)   283,641   225,084   526,412   424,128 
Labor and other related expenses   296,326   236,862   570,983   464,050 
Other store operating expenses   192,166   166,871   375,845   328,145 
General and administrative expenses   43,463   33,957   84,373   73,521 
Gain on sale and leaseback transaction   —   —   —   (217,722)
Operating income   46,664   14,395   89,577   251,501 
Interest expense, net   2,200   10,815   4,829   21,530 
Income before income taxes   44,464   3,580   84,748   229,971 
Provision for income taxes (income tax benefit)   6,840   (10,420)   13,748   45,291 
Net income  $ 37,624  $ 14,000  $ 71,000  $ 184,680 
                 
Net income per share:                 

Basic  $ 1.61  $ 0.59  $ 3.03  $ 7.79 
Diluted  $ 1.60  $ 0.59  $ 3.02  $ 7.77 

                 
Weighted average shares:                 

Basic   23,393,398   23,723,395   23,450,379   23,715,573 
Diluted   23,462,571   23,785,374   23,528,227   23,778,302 

See Notes to unaudited Condensed Consolidated Financial Statements.
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CRACKER BARREL OLD COUNTRY STORE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited and in thousands)

 Quarter Ended   Six Months Ended  
 

 
January 28,

2022   
January 29,

2021   
January 28,

2022   
January 29,

2021  
             
Net income  $ 37,624  $ 14,000  $ 71,000  $ 184,680 
                 
Other comprehensive income before income tax expense:                 

Change in fair value of interest rate swaps   —   1,420   —   4,886 
Income tax expense   —   354   —   1,219 
Other comprehensive income, net of tax   —   1,066   —   3,667 
Comprehensive income  $ 37,624  $ 15,066  $ 71,000  $ 188,347 

See Notes to unaudited Condensed Consolidated Financial Statements.
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CRACKER BARREL OLD COUNTRY STORE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

(Unaudited and in thousands, except share data)

 Common Stock   
Additional

Paid-In   

Accumulated
Other

Comprehensive  Retained   
Total

Shareholders’  
  Shares   Amount   Capital   Loss   Earnings   Equity  
Balances at July 30, 2021   23,497,166  $ 235  $ —  $ —  $ 663,398  $ 663,633 
Comprehensive Income:                         

Net income   —   —   —   —   33,376   33,376 
Other comprehensive income, net of

tax   —   —   —   —   —   — 
Total comprehensive income   —   —   —   —   33,376   33,376 

Cash dividends declared - $1.30 per share   —   —   —   —   (30,838)   (30,838)
Share-based compensation   —   —   2,309   —   —   2,309 
Cumulative-effect of change in

accounting principle, net of taxes (see
Note 1)   —   —   —   —   (36,956)   (36,956)

Issuance of share-based compensation
awards, net of shares withheld for
employee taxes   22,691   —   (2,309)   —   —   (2,309)

Balances at October 29, 2021   23,519,857  $ 235  $ —  $ —  $ 628,980  $ 629,215 
Comprehensive Income:                         

Net income   —   —   —   —   37,624   37,624 
Other comprehensive income, net of

tax   —   —   —   —   —   — 
Total comprehensive income   —   —   —   —   37,624   37,624 

Cash dividends declared - $1.30 per share   —   —   —   —   (30,471)   (30,471)
Share-based compensation   —   —   2,203   —   —   2,203 
Issuance of share-based compensation

awards, net of shares withheld for
employee taxes   8,339   —   (237)   —   —   (237)

Purchases and retirement of common
stock   (279,664)   (3)   (1,966)   —   (32,261)   (34,230)

Balances at January 28, 2022   23,248,532  $ 232  $ —  $ —  $ 603,872  $ 604,104 

 Common Stock   
Additional

Paid-In   

Accumulated
Other

Comprehensive  Retained   
Total

Shareholders’  
  Shares   Amount   Capital   Income (Loss)   Earnings   Equity  
Balances at July 31, 2020   23,697,396  $ 237  $ —  $ (20,346)  $ 438,498  $ 418,389 
Comprehensive Income:                         

Net income   —   —   —   —   170,680   170,680 
Other comprehensive income, net of

tax   —   —   —   2,601   —   2,601 
Total comprehensive income   —   —   —   2,601   170,680   173,281 

Cash dividends previously declared in
prior quarters   —   —   —   —   (40)   (40)

Share-based compensation   —   —   1,974   —   —   1,974 
Issuance of share-based compensation

awards, net of shares withheld for
employee taxes   22,928   —   (1,974)   —   (18)   (1,992)

Balances at October 30, 2020   23,720,324  $ 237  $ —  $ (17,745)  $ 609,120  $ 591,612 
Comprehensive Income:                        

Net income   —   —   —   —   14,000   14,000 
Other comprehensive income, net of

tax   —   —   —   1,066   —   1,066 
Total comprehensive income   —   —   —   1,066   14,000   15,066 

Cash dividends previously declared in
prior quarters   —   —   —   —   (52)   (52)

Share-based compensation   —   —   1,992   —   —   1,992 
Issuance of share-based compensation

awards   4,088   —   (25)   —   18   (7)
Balances at January 29, 2021   23,724,412  $ 237  $ 1,967  $ (16,679)  $ 623,086  $ 608,611 

See Notes to unaudited Condensed Consolidated Financial Statements.
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CRACKER BARREL OLD COUNTRY STORE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited and in thousands)

 Six Months Ended  
 

 
January 28,

2022   
January 29,

2021  
Cash flows from operating activities:       
Net income  $ 71,000  $ 184,680 

Adjustments to reconcile net income to net cash provided by operating activities:         
Depreciation and amortization   51,362   53,770 
Amortization of debt issuance costs   911   — 
Loss on disposition of property and equipment   2,737   1,933 
Gain on sale and leaseback transaction   —   (217,722)
Share-based compensation   4,512   3,966 
Noncash lease expense   28,908   27,704 
Amortization of asset recognized from gain on sale and leaseback transactions   6,368   6,368 

Changes in assets and liabilities:         
Inventories   (15,563)   4,323 
Other current assets   (1,375)   (26,178)
Accounts payable   (11,237)   14,804 
Other current liabilities   20,065   8,004 
Deferred income taxes   (323)   65,347 
Long-term operating lease liabilities   (28,856)   (32,546)
Other long-term obligations   (19,957)   30,085 
Other long-term assets   (759)   (3,222)

Net cash provided by operating activities   107,793   121,316 
Cash flows from investing activities:         
Purchase of property and equipment   (30,438)   (29,470)
Proceeds from insurance recoveries of property and equipment   675   246 
Proceeds from sale of property and equipment   33   149,877 
Acquisition of business, net of cash acquired   (1,500)   (1,500)
Net cash provided by (used in) investing activities   (31,230)   119,153 
Cash flows from financing activities:         
Taxes withheld from issuance of share-based compensation awards   (2,546)   (1,999)
Principal payments under long-term debt   (50,049)   (75,049)
Purchases and retirement of common stock   (34,230)   — 
Dividends on common stock   (54,622)   (31,578)
Net cash used in financing activities   (141,447)   (108,626)
         
Net increase (decrease) in cash and cash equivalents   (64,884)   131,843 
Cash and cash equivalents, beginning of period   144,593   436,996 
Cash and cash equivalents, end of period  $ 79,709  $ 568,839 
         
Supplemental disclosures of cash flow information:         
Cash paid during the period for:         

Interest, net of amounts capitalized  $ 4,704  $ 20,434 
Income taxes  $ 4,156  $ 1,038 

         
Supplemental schedule of non-cash investing and financing activities*:         

Capital expenditures accrued in accounts payable  $ 2,352  $ 2,821 
Change in fair value of interest rate swaps  $ —  $ 4,886 
Change in deferred tax asset for interest rate swaps  $ —  $ (1,219)
Dividends declared but not yet paid  $ 30,837  $ 572 

*See Note 8 for additional supplemental disclosures related to leases.

See Notes to unaudited Condensed Consolidated Financial Statements.
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CRACKER BARREL OLD COUNTRY STORE, INC.

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

(Unaudited)

1. Condensed Consolidated Financial Statements

Cracker Barrel Old Country Store, Inc. and its affiliates (collectively, in these Notes to Condensed Consolidated Financial Statements, the
“Company”) are principally engaged in the operation and development in the United States of the Cracker Barrel Old Country Store® (“Cracker Barrel”)
concept.

The accompanying condensed consolidated financial statements have been prepared by the Company in accordance with accounting principles
generally accepted in the United States of America and pursuant to the rules and regulations of the Securities and Exchange Commission (“SEC”) without
audit.  In the opinion of management, all adjustments (consisting of normal and recurring items) necessary for a fair presentation of such condensed
consolidated financial statements have been made.  The results of operations for any interim period are not necessarily indicative of results for a full year.

These condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statements and notes
thereto contained in the Company’s Annual Report on Form 10-K for the year ended July 30, 2021 (the “2021 Form 10-K”).  The accounting policies used
in preparing these condensed consolidated financial statements are the same as described in the 2021 Form 10-K.  References to a year in these Notes to
Condensed Consolidated Financial Statements are to the Company’s fiscal year unless otherwise noted.

COVID-19 Impact

The Company continues to recover from the COVID-19 pandemic as all dining rooms were open to some extent during the first six months of
2022. Dining room service was operational to varying degrees, yet certain locations were adversely impacted by the Omicron variant of COVID-19
resulting in a decline in guests’ comfort level for dining indoors and capacity reductions driven by staffing shortages. Following increases in the number of
cases of COVID-19 throughout the United States during the second quarter of 2022, some of our restaurants were subject to other COVID-19-related
restrictions, including mask and vaccination requirements for employees and guests. It is possible that renewed outbreaks, increases in cases and/or new
variants of the disease, either as part of a national trend or on a more localized basis, could result in additional COVID-19-related restrictions including
capacity restrictions or otherwise limit our dine-in services, or negatively affect consumer demand.

In response to the COVID-19 pandemic, we instituted operational protocols to comply with applicable regulatory requirements to protect the
health and safety of employees and guests, and we implemented and have continually adapted a number of strategies to support the recovery of our
business and navigate through the uncertain environment.  We continue to focus on growing our off-premise business and investing in our digital
infrastructure to improve the guest experience in the face of these ongoing challenges.

Recent Accounting Pronouncements Adopted

Accounting for Convertible Instruments

In August 2020, the Financial Accounting Standards Board (“FASB”) issued accounting guidance to simplify the accounting and measurement of
convertible instruments and the settlement assessment for contracts in an entity’s own equity. For convertible instruments, the Board decided to reduce the
number of accounting models for convertible debt instruments and convertible preferred stock. By removing the separation model, a convertible debt
instrument will be reported as a single liability instrument with no separate accounting for embedded conversion features. This new standard also removes
certain settlement conditions that are required for contracts to qualify for equity classification and simplifies the diluted earnings per share calculations by
requiring that an entity use the if-converted method and that the effect of potential share settlement be included in diluted earnings per share calculations.
This guidance is effective for public business entities for fiscal years beginning after December 15, 2021, and interim periods within those fiscal years.
Early adoption is permitted. This guidance should be applied through either a modified retrospective method of transition or a fully retrospective method of
transition. The Company elected to early adopt this guidance in the first quarter of 2022 using the modified retrospective method. The impact of this
adoption in the first quarter of 2022 on the Condensed Consolidated Balance Sheet resulted in the increase in long-term debt of $49,242, a reduction in
deferred income taxes of $12,286 and decrease in equity of $36,956. The decrease in equity is comprised of a decrease in Retained Earnings of $36,956,
which is due to the depletion of Additional Paid-In Capital as a result of this adoption. There was no impact to earnings per share in the first quarter of
2022 as a result of the adoption.
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Accounting for Income Taxes

In December 2019, the FASB issued accounting guidance in order to simplify the accounting for income taxes.  This new guidance eliminates
certain exceptions to the approach for intraperiod tax allocation, the methodology for calculating income taxes in an interim period and the recognition of
deferred tax liabilities for outside basis differences.  This guidance also simplifies aspects of the accounting for franchise taxes and enacted changes in tax
laws or rates and clarifies the accounting for transactions that result in a step-up in the tax basis of goodwill.  This accounting guidance is effective for
public business entities for fiscal years beginning after December 15, 2020, and interim periods within those fiscal years. The new guidance was applied on
a prospective basis, except for the guidance on franchise taxes that are partially based on income which was applied using a modified retrospective
approach. The adoption of the accounting guidance in the first quarter of 2022 did not have a significant impact on the Company’s consolidated financial
position or results of operations.

2. Fair Value Measurements

The Company’s assets measured at fair value on a recurring basis at January 28, 2022 were as follows:

 Level 1   Level 2   Level 3   
Total Fair

Value  
Cash equivalents*  $ 15,001  $ —  $ —  $ 15,001 
Deferred compensation plan assets**      33,108 
Total assets at fair value     $ 48,109 

The Company’s assets measured at fair value on a recurring basis at July 30, 2021 were as follows:

 Level 1   Level 2   Level 3   
Total Fair

Value  
Cash equivalents*  $ 35,001  $ —  $ —  $ 35,001 
Deferred compensation plan assets**      32,527 
Total assets at fair value     $ 67,528 

*Consists of money market fund investments.
**Represents plan assets invested in mutual funds established under a rabbi trust for the Company’s non-qualified savings plan and is included in the
Condensed Consolidated Balance Sheets as other assets.

The Company did not have any liabilities measured at fair value on a recurring basis at January 28, 2022 and July 30, 2021.  The Company’s
money market fund investments are measured at fair value using quoted market prices.  The fair values of the Company’s accounts receivable and accounts
payable approximate their carrying amounts because of their short duration. The fair value of the Company’s variable rate debt, based on quoted market
prices, which are considered Level 1 inputs, approximates its carrying amount at January 28, 2022 and July 30, 2021.

The Company’s financial instruments that are not remeasured at fair value include the 0.625% convertible Senior Notes (see Note 4). The
Company estimates the fair value of the Notes through consideration of quoted market prices of similar instruments, classified as Level 2. The estimated
fair value of the Notes was $284,586 and $249,233, respectively, as of January 28, 2022 and July 30, 2021.
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3. Inventories

Inventories were comprised of the following at:

 January 28, 2022  July 30, 2021  
Retail  $ 117,068  $ 104,143 
Restaurant   23,207   21,583 
Supplies   13,608   12,594 

Total  $ 153,883  $ 138,320 

4. Debt

On September 5, 2018, the Company entered into a five-year $950,000 revolving credit facility (“2019 Revolving Credit Facility”). The 2019
Revolving Credit Facility contains an option to increase the revolving credit facility by $300,000, of which $260,605 remains. In the third quarter of 2021,
the Company entered into an amendment to the 2019 Revolving Credit Facility which reduced the commitment amount from $950,000 to $800,000.

The Company’s outstanding borrowings under the 2019 Revolving Credit Facility were $35,000 and $85,000 on January 28, 2022 and July 30,
2021, respectively.

At January 28, 2022, the Company had $31,896 of standby letters of credit, which reduce the Company’s borrowing availability under the 2019
Revolving Credit Facility (see Note 10 for more information on the Company’s standby letters of credit).  At January 28, 2022, the Company had $733,104
in borrowing availability under the 2019 Revolving Credit Facility. During the second quarter of 2022, we repaid $50,000 of borrowings under the 2019
Revolving Credit Facility.

In accordance with the 2019 Revolving Credit Facility, outstanding borrowings bear interest, at the Company’s election, either at the London Inter-
Bank Offered Rate (“LIBOR”) or prime plus a percentage point spread based on certain specified financial ratios under the 2019 Revolving Credit Facility. 
At January 28, 2022, the weighted average interest rate on $35,000 of the Company’s outstanding borrowings was 2.35%.

The 2019 Revolving Credit Facility contains customary financial covenants, which include maintenance of a maximum consolidated total leverage
ratio and a minimum consolidated interest coverage ratio.   At January 28, 2022, the Company was in compliance with all debt covenants under the 2019
Revolving Credit Facility.

The 2019 Revolving Credit Facility also imposes restrictions on the amount of dividends the Company is permitted to pay and the amount of
shares the Company is permitted to repurchase. Under the 2019 Revolving Credit Facility, provided there is no default existing and the total of the
Company’s availability under the 2019 Revolving Credit Facility plus the Company’s cash and cash equivalents on hand is at least $100,000 (the “Cash
Availability”), the Company may declare and pay cash dividends on shares of its common stock and repurchase shares of its common stock (1) in an
unlimited amount if, at the time such dividend or repurchase is made, the Company’s consolidated total leverage ratio is 3.00 to 1.00 or less and (2) in an
aggregate amount not to exceed $100,000 in any fiscal year if the Company’s consolidated total leverage ratio is greater than 3.00 to 1.00 at the time the
dividend or repurchase is made; notwithstanding (1) and (2), so long as immediately after giving effect to the payment of any such dividends, Cash
Availability is at least $100,000, the Company may declare and pay cash dividends on shares of its common stock in an aggregate amount not to exceed in
any fiscal year the product of the aggregate amount of dividends declared in the fourth quarter of the immediately preceding fiscal year multiplied by four.

Convertible Senior Notes

On June 18, 2021, the Company completed a $300,000 principal aggregate amount private offering of 0.625% convertible Senior Notes due in
2026 (the “Notes”), which included the exercise in full of the initial purchasers’ option to purchase up to an additional $25,000 principal amount of the
Notes. The Notes are governed by the terms of an indenture between the Company and U.S. Bank National Association as the Trustee. The Notes will
mature on June 15, 2026, unless earlier converted, repurchased or redeemed. The Notes bear cash interest at an annual rate of 0.625%, payable semi-
annually in arrears on June 15 and December 15 of each year, beginning on December 15, 2021.
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The Notes are unsecured obligations and do not contain any financial or operating covenants or restrictions on the payments of dividends, the
incurrence of indebtedness or the issuance or repurchase of securities by the Company or any of its subsidiaries. In an event of default, the principal amount
of, and all accrued and unpaid interest on, all of the notes then outstanding will immediately become due and payable. However, notwithstanding the
foregoing, the Company may elect, at its option, that the sole remedy for an event of default relating to certain failures by the Company to comply with
certain reporting covenants in the Indenture will consist exclusively of the right of the noteholders to receive special interest on the Notes for up to 180
calendar days during which such event of default has occurred and is continuing, at a specified rate for the first 90 days of 0.25% per annum, and thereafter
at a rate of 0.50% per annum, on the principal amount of the Notes.

The initial conversion rate applicable to the Notes was 5.3153 shares of the Company’s common stock per $1,000 principal amount of Notes,
which represented an initial conversion price of approximately $188.14 per share of the Company’s common stock, a premium of 25.0% over the last
reported sale price of $150.51 per share on June 15, 2021, the date on which the Notes were priced. The conversion rate is subject to customary adjustments
upon the occurrence of certain events, including the payment of dividends to holders of the Company’s common stock. As of January 28, 2022, the
conversion rate, as adjusted, was 5.4587 shares of the Company’s common stock per $1,000 principal amount of Notes. In addition, if certain corporate
events that constitute a “Make-Whole Fundamental Change” occur, then the conversion rate will, in certain circumstances, be increased for a specified
period of time.

Net proceeds from the 2026 Notes offering were $291,125, after deducting the initial purchasers’ discounts and commissions and the Company’s
offering fees and expenses.

In accounting for the issuance of the Notes as of July 30, 2021, the Company separated the Notes into liability and equity components. The
carrying amount of the liability component before the allocation of any issuance costs was calculated by measuring the fair value of a similar liability that
does not have an associated exchangeable feature. The carrying amount of the equity component (before the allocation of any issuance costs), representing
the conversion option, which did not require separate accounting as a derivative as it met a scope exception for certain contracts involving an entity’s own
equity, was determined by deducting the fair value of the liability component from the par value of the Notes. The difference between the principal amount
of the Notes and the liability component represented the debt discount, which was recorded as a direct deduction from the related debt liability in the
Condensed Consolidated Balance Sheet and accreted over the period from the date of issuance to the contractual maturity date, resulting in the recognition
of non-cash interest expense. The equity component of the Notes of $53,004 was included in additional paid-in capital in the consolidated balance sheet as
of July 30, 2021 and was not remeasured since it continued to meet the conditions for equity classification. Issuance costs were allocated to the liability and
equity components in the same proportion as the allocation of the proceeds. Issuance costs attributable to the liability component were recorded as debt
issuance costs in the Condensed Consolidated Balance Sheet and are amortized to interest expense using the effective interest method over the term of the
Notes, and issuance costs attributable to the equity component were netted with the equity component in stockholders’ equity.

Due to our adoption of new accounting guidance for convertible instruments on July 31, 2021, the Company no longer bifurcates the Notes into a
liability and an equity component in the Company’s Condensed Consolidated Balance Sheets (see Note 1 for additional information regarding the adoption
of this new accounting guidance). Upon adoption of this new accounting guidance, the Notes are accounted for entirely as a liability, and the issuance costs
of the Notes are accounted for wholly as debt issuance costs. The equity conversion feature that was recorded to equity, as well as the unamortized debt
discount and amortization expense attributable to equity, have been derecognized.

The following table includes the outstanding principal amount and carrying value of the Notes as of the period indicated:

  January 28, 2022  
Liability component    

Principal  $ 300,000  
Less: Debt issuance costs (1)   7,868  
    Net carrying amount  $ 292,132  

 (1) Debt issuance costs are amortized to interest expense using the effective interest method over the expected life of the Notes.
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The effective rate of the Notes over their expected life is 1.24%. The following is a summary of interest expense for the Notes for the quarter
ended and six months ended January 28, 2022:

 
 

Quarter Ended
January 28, 2022  

Six Months Ended
January 28, 2022  

Coupon interest  $ 474  $ 948 
Amortization of issuance costs   432   911 

Total interest expense  $ 906  $ 1,859 

 During any calendar quarter after September 30, 2021, in which the closing price of the Company’s common stock exceeds 130% of the
applicable conversion price of the Notes on at least 20 of the last 30 consecutive trading days of the quarter, holders may in the quarter immediately
following, convert all or a portion of their Notes. The holders of the Notes were not eligible to convert their Notes during the first quarter of 2022. When a
conversion notice is received, the Company has the option to pay or deliver the conversion amount entirely in cash or a combination of cash and shares of
the Company’s common stock. Accordingly, as of January 28, 2022, the Company could not be required to settle the Notes and, therefore, the Notes are
classified as long-term debt.

Convertible Note Hedge and Warrant Transactions

 In connection with the offering of the Notes, the Company entered into convertible note hedge transactions (the “Convertible Note Hedge
Transactions”) with certain of the initial purchasers of the Notes and/or their respective affiliates and other financial institutions (in this capacity, the
“Hedge Counterparties”). Concurrently with the Company’s entry into the Convertible Note Hedge Transactions, the Company also entered into separate,
warrant transactions with the Hedge Counterparties collectively relating to the same number of shares of the Company’s common stock, which initially is
approximately 1,600,000 shares, subject to customary anti-dilution adjustments, and for which the Company received proceeds that partially offset the cost
of entering into the Convertible Note Hedge Transactions (the “Warrant Transactions”).

The Convertible Note Hedge Transactions cover, subject to customary anti-dilution adjustments, the number of shares of the Company’s common
stock that initially underlie the Notes, and are expected generally to reduce the potential equity dilution, and/or offset any cash payments in excess of the
principal amount due, as the case may be, upon conversion of the Notes. The Warrant Transactions could have a dilutive effect on the Company’s common
stock to the extent that the price of its common stock exceeds the strike price of the Warrant Transactions. The strike price was initially $263.39 per share
and is subject to certain adjustments under the terms of the Warrant Transactions. As of January 28, 2022, the strike price, as adjusted, of the Warrant
Transactions was $256.47 per share as a result of dividends declared since the Notes were issued.

 The portion of the net proceeds to the Company from the offering of the Notes that was used to pay the premium on the Convertible Note Hedge
Transactions, net of the proceeds to the Company from the Warrant Transactions, was approximately $30,310. The net costs incurred in connection with the
Convertible Note Hedge Transactions and Warrant Transactions were recorded as a reduction to additional paid-in capital on the Company’s Condensed
Consolidated Balance Sheet during 2021.

As these transactions meet certain accounting criteria, the Convertible Note Hedge Transactions and Warrant Transactions were recorded in
stockholders’ equity, not accounted for as derivatives and are not remeasured each reporting period.

5. Seasonality

Historically, the net income of the Company has been lower in the first and third quarters and higher in the second and fourth quarters. 
Management attributes these variations to the holiday shopping season and the summer vacation and travel season.  The Company’s retail sales, which are
made substantially to the Company’s restaurant customers, historically have been highest in the Company’s second quarter, which includes the holiday
shopping season.  Historically, interstate tourist traffic and the propensity to dine out have been higher during the summer months, thereby contributing to
higher profits in the Company’s fourth quarter.  The Company generally opens additional new locations throughout the year.  Therefore, the results of
operations for any interim period cannot be considered indicative of the operating results for an entire year. Currently, the Company is not able to predict
the impact that the COVID-19 pandemic may have on these historical consumer demand patterns or, as a result, on the seasonality of its business generally.
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6. Segment Information

Cracker Barrel stores represent a single, integrated operation with two related and substantially integrated product lines.  The operating expenses
of the restaurant and retail product lines of a Cracker Barrel store are shared and are indistinguishable in many respects.  Accordingly, the Company
currently manages its business on the basis of one reportable operating segment.  All of the Company’s operations are located within the United States.

7. Revenue Recognition

Revenue consists primarily of sales from restaurant and retail operations. The Company recognizes revenue when it satisfies a performance
obligation by transferring control over a product or service to a restaurant guest, retail customer or other customer.  The Company’s policy is to present
sales in the Condensed Consolidated Statements of Income on a net presentation basis after deducting sales tax.

Disaggregation of revenue

Total revenue was comprised of the following for the specified periods:

 Quarter Ended   Six Months Ended  
 

 
January 28,

2022   
January 29,

2021   
January 28,

2022   
January 29,

2021  
Revenue:             

Restaurant  $ 656,080  $ 521,243  $ 1,271,494  $ 1,036,467 
Retail   206,180   155,926   375,696   287,156 
Total revenue  $ 862,260  $ 677,169  $ 1,647,190  $ 1,323,623 

Restaurant Revenue

The Company recognizes revenues from restaurant sales when payment is tendered at the point of sale, as the Company’s performance obligation
to provide food and beverages is satisfied.

Retail Revenue

The Company recognizes revenues from retail sales when payment is tendered at the point of sale, as the Company’s performance obligation to
provide merchandise is satisfied.  Ecommerce sales, including shipping revenue, are recorded upon delivery to the customer. Additionally, estimated sales
returns are calculated based on return history and sales levels.

Gift Card Breakage

Included in restaurant and retail revenue is gift card breakage.  Customer purchases of gift cards, to be utilized at the Company’s stores, are not
recognized as sales until the card is redeemed and the customer purchases food and/or merchandise.   Gift cards do not carry an expiration date; therefore,
customers can redeem their gift cards indefinitely. A certain number of gift cards will not be fully redeemed. Management estimates unredeemed balances
and recognizes gift card breakage revenue for these amounts in the Company’s Condensed Consolidated Statements of Income over the expected
redemption period.  Gift card breakage is recognized when the likelihood of a gift card being redeemed by the customer is remote, and the Company
determines that there is not a legal obligation to remit the unredeemed gift card balance to the relevant jurisdiction.

The determination of the gift card breakage rate is based upon the Company’s specific historical redemption patterns. The Company recognizes
gift card breakage by applying its estimate of the rate of gift card breakage over the period of estimated redemption.  For the quarter and six months ended
January 28, 2022, gift card breakage was $2,164 and $3,269, respectively.  For the quarter and six months ended January 29, 2021, gift card breakage was
$1,754 and $2,694, respectively.
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Deferred revenue related to the Company’s gift cards was $119,996 and $93,098, respectively, at January 28, 2022 and July 30, 2021.  Revenue
recognized in the Condensed Consolidated Statements of Income for the six months ended January 28, 2022 and January 29, 2021, respectively, for the
redemption of gift cards which were included in the deferred revenue balance at the beginning of the fiscal year was $28,809 and $26,944.

8. Leases

The Company has ground leases for its leased stores and office space leases that are recorded as operating leases under various non-cancellable
operating leases. The Company also leases advertising billboards, vehicle fleets, and certain equipment under various non-cancellable operating
leases. Additionally, the Company completed sale-leaseback transactions in 2009, 2020 and 2021 (see section below entitled “Sale and Leaseback
Transactions”). To determine whether a contract is or contains a lease, the Company determines at contract inception whether it contains the right to control
the use of an identified asset for a period of time in exchange for consideration. If the contract has the right to obtain substantially all of the economic
benefit from use of the identified asset and the right to direct the use of the identified asset, the Company recognizes a right-of-use asset and lease liability.

The Company’s leases all have varying terms and expire at various dates through 2055. Restaurant leases typically have base terms of ten years
with four to five optional renewal periods of five years each. The Company uses a lease life that generally begins on the commencement date, including the
rent holiday periods, and generally extends through certain renewal periods that can be exercised at the Company’s option. During rent holiday periods,
which include the pre-opening period during construction, the Company has possession of and access to the property, but is not obligated to, and normally
does not, make rent payments. The Company has included lease renewal options in the lease term for calculations of the right-of-use asset and liability for
which at the commencement of the lease it is reasonably certain that the Company will exercise those renewal options. Additionally, some of the leases
have contingent rent provisions and others require adjustments for inflation or index. Contingent rent is determined as a percentage of gross sales in excess
of specified levels. The Company records a contingent rent liability and corresponding rent expense when it is probable sales have been achieved in
amounts in excess of the specified levels. The Company’s lease agreements do not contain any material residual value guarantees or material restrictive
covenants.

The Company has entered into agreements for real estate leases that are not recorded as right-of-use assets or lease liabilities as we have not yet
taken possession. These leases are expected to commence in 2022 and 2023 with undiscounted future payments of $3,654 and $16,721, respectively.

The Company has elected not to separate lease and non-lease components. Additionally, the Company has elected to apply the short term lease
exemption to all asset classes and the short term lease expense for the period reasonably reflects the short term lease commitments. As the Company’s
leases do not provide an implicit rate, the Company uses the incremental borrowing rate based on the information available at the time of commencement
or modification date in determining the present value of lease payments. For operating leases that commenced prior to the date of adoption of the new lease
accounting guidance, the Company used the incremental borrowing rate as of the adoption date. Assumptions used in determining the Company’s
incremental borrowing rate include the Company’s implied credit rating and an estimate of secured borrowing rates based on comparable market data.

The following table summarizes the components of lease cost for operating leases for the quarter ended and six months ended January 28, 2022 as
compared to the same periods in the prior year:

  Quarter Ended   Six Months Ended  

 
January 28,

2022   
January 29,

2021   
January 28,

2022   
January 29,

2021  
Operating lease cost  $ 27,150  $ 26,413  $ 54,142  $ 52,885 
Short term lease cost   2,058   1,741   2,225   2,064 
Variable lease cost   642   667   1,230   1,194 

Total lease cost  $ 29,850  $ 28,821  $ 57,597  $ 56,143 
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The following table summarizes supplemental cash flow information and non-cash activity related to the Company’s operating leases for the
quarter ended and six months ended January 28, 2022 as compared to the same periods in the prior year:

  Quarter Ended   Six Months Ended  

 
January 28,

2022   
January 29,

2021   
January 28,

2022   
January 29,

2021  
Operating cash flow information:             
Gain on sale and leaseback transaction  $ —  $ —  $ —  $ 217,722 
Operating cash flow information:                 
Cash paid for amounts included in the measurement of lease liabilities   23,068   22,415   45,861   44,681 
Noncash information:                 
Right-of-use assets obtained in exchange for new operating lease liabilities   4,969   3,556   11,657   315,189 
Lease modifications or reassessments increasing or decreasing right-of-use

assets   3,039   1,787   6,416   25,044 
Lease modifications removing right-of-use assets   (174)   (89)   (336)   (348)

The following table summarizes the weighted-average remaining lease term and the weighted-average discount rate for operating leases as of
January 28, 2022 and January 29, 2021:

 January 28, 2022  January 29, 2021 
Weighted-average remaining lease term  17.80 Years  18.40 Years 
Weighted-average discount rate   4.87%   4.82%

The following table summarizes the maturities of undiscounted cash flows reconciled to the total operating lease liability as of January 28, 2022:

Year  Total  
Remainder of 2022  $ 45,502 
2023   83,781 
2024   66,788 
2025   63,428 
2026   63,340 
Thereafter   896,716 
Total future minimum lease payments   1,219,555 
Less imputed remaining interest   (428,528)
Total present value of operating lease liabilities  $ 791,027 

Sale and Leaseback Transactions

In 2009, the Company completed sale-leaseback transactions involving 15 of its owned stores and its retail distribution center.  Under the
transactions, the land, buildings and improvements at the locations were sold and leased back for terms of 20 and 15 years, respectively. Equipment was not
included. The leases include specified renewal options for up to 20 additional years.

On July 29, 2020, the Company entered into an agreement with the original lessor and a third party financier to obtain ownership of 64 of the 65
Cracker Barrel properties previously covered in the original sale and leaseback arrangement and simultaneously entered into a sale and leaseback
transaction with the financier for an aggregate purchase price, net of closing costs, of $198,083. The Company purchased the remaining property for
approximately $3,200. In connection with this sale and leaseback transaction, the Company entered into lease agreements for each of the properties for
initial terms of 20 years and renewal options up to 50 years. The aggregate initial annual rent payment for the properties is approximately $14,379 and
includes 1% annual rent increases over the initial lease terms. All the properties qualified for sale and leaseback and operating lease accounting
classification and the Company recorded a gain on the sale and leaseback transaction of $69,954 in the fourth quarter of 2020. The Company recorded
operating lease right-of-use assets, including a non-cash asset recognized as a part of accounting for the transaction of $79,049, and corresponding
operating lease liabilities of $261,698 and $182,649, respectively.
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On August 4, 2020, the Company completed a subsequent sale and leaseback transaction involving 62 of its owned Cracker Barrel stores for an
aggregate purchase price, net of closing costs, of $146,357. Under the transaction, the land, buildings and building improvements at the locations were sold
and leased back for initial terms of 20 years and renewal options up to 50 years. The aggregate initial annual rent payment for the properties is
approximately $10,393 and includes 1% annual rent increases over the initial lease terms. All of the properties qualified for sale and leaseback and
operating lease accounting classification, and the Company recorded a gain of $217,722 which is recorded in the gain on sale and leaseback transaction line
in the Condensed Consolidated Statement of Income in the first quarter of 2021. The Company also recorded operating lease right-of-use assets, including a
non-cash asset recognized as part of accounting for the transaction of $175,960, and corresponding operating lease liabilities of $309,624 and $133,663,
respectively.

9. Net Income Per Share and Weighted Average Shares

Basic consolidated net income per share is computed by dividing consolidated net income available to common shareholders by the weighted
average number of shares of common stock outstanding for the reporting period.  Diluted consolidated net income per share reflects the potential dilution
that could occur if securities, options or other contracts to issue shares of common stock were exercised or converted into shares of common stock and is
based upon the weighted average number of shares of common stock and common equivalent shares outstanding during the reporting period. Common
equivalent shares related to nonvested stock awards and units issued by the Company are calculated using the treasury stock method.  The outstanding
nonvested stock awards and units issued by the Company represent the only dilutive effects on diluted consolidated net income per share. The Company’s
convertible senior notes and related warrants are calculated using the net share settlement option under the if converted method.  The convertible senior
notes have been excluded from the computation of diluted earnings per share since the conversion price of the convertible senior notes exceeded the
average market price of the Company’s common stock.  Warrants were excluded from the computation of diluted earnings per share since the warrants’
strike price was greater than the average market price of the Company’s common stock during the period.   See Note 4 for additional information regarding
the Company’s convertible senior notes.

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

 Quarter Ended   Six Months Ended  
 

 
January 28,

2022   
January 29,

2021   
January 28,

2022   
January 29,

2021  
Net income per share numerator  $ 37,624  $ 14,000  $ 71,000  $ 184,680
                 
Net income per share denominator:                 

Weighted average shares   23,393,398   23,723,395   23,450,379   23,715,573 
Add potential dilution:                 

Nonvested stock awards and units   69,173   61,979   77,848   62,729 
Diluted weighted average shares   23,462,571   23,785,374   23,528,227   23,778,302 

10. Commitments and Contingencies

The Company and its subsidiaries are party to various legal and regulatory proceedings and claims incidental to their business in the ordinary
course.  In the opinion of management, based upon information currently available, the ultimate liability with respect to these contingencies will not
materially affect the Company’s financial statements.

Related to its insurance coverage, the Company is contingently liable pursuant to standby letters of credit as credit guarantees to certain insurers. 
As of January 28, 2022, the Company had $31,896 of standby letters of credit related to securing reserved claims under workers’ compensation insurance
and the July 29, 2020 and August 4, 2020 sale and leaseback transactions.  All standby letters of credit are renewable annually and reduce the Company’s
borrowing availability under its 2019 Revolving Credit Facility (see Note 4).

During 2020, the Company received notice regarding non-performance by the primary obligor under lease arrangements for two properties
occupied by a third party. At January 28, 2022, the Company has recorded an accrual of $344 in the Condensed Consolidated Balance Sheet for amounts to
be paid as of result of non-performance by the primary obligor.

The Company enters into certain indemnification agreements in favor of third parties in the ordinary course of business.  The Company believes
that the probability of incurring an actual liability under such indemnification agreements is sufficiently remote that no such liability has been recorded in
the Condensed Consolidated Balance Sheet as of January 28, 2022.
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ITEM 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Cracker Barrel Old Country Store, Inc. and its subsidiaries (collectively, the “Company,” “our” or “we”) are principally engaged in the operation
and development in the United States of the Cracker Barrel Old Country Store® (“Cracker Barrel”) concept.  At January 28, 2022, we operated 664
Cracker Barrel stores in 45 states and 38 Maple Street Biscuit Company (“MSBC”) company-owned locations in eight states.  At January 28, 2022, MSBC
had seven franchised locations.

 All dollar amounts reported or discussed in this Management’s Discussion and Analysis of Financial Condition and Results of Operations
(“MD&A”) are shown in thousands, except per share amounts and certain statistical information (e.g., number of stores).  References to years in MD&A
are to our fiscal year unless otherwise noted.

MD&A provides information which management believes is relevant to an assessment and understanding of our consolidated results of operations
and financial condition.  MD&A should be read in conjunction with the (i) condensed consolidated financial statements and notes thereto included in this
Quarterly Report on Form 10-Q and (ii) audited consolidated financial statements and the notes thereto included in the Company’s Annual Report on Form
10-K for the fiscal year ended July 30, 2021 (the “2021 Form 10-K”).  Except for specific historical information, many of the matters discussed in this
report may express or imply projections of items such as revenues or expenditures, estimated capital expenditures, compliance with debt covenants, plans
and objectives for future operations, inventory shrinkage, growth or initiatives, expected future economic performance or the expected outcome or impact
of pending or threatened litigation. These and similar statements regarding events or results which we expect will or may occur in the future are forward-
looking statements that, by their nature, involve risks, uncertainties and other factors which may cause our actual results and performance to differ
materially from those expressed or implied by such statements.  All forward-looking information is provided pursuant to the safe harbor established under
the Private Securities Litigation Reform Act of 1995 and should be evaluated in the context of these risks, uncertainties and other factors. Forward-looking
statements generally can be identified by the use of forward-looking terminology such as “trends,” “assumptions,” “target,” “guidance,” “outlook,”
“opportunity,” “future,” “plans,” “goals,” “objectives,” “expectations,” “near-term,” “long-term,” “projection,” “may,” “will,” “would,” “could,” “expect,”
“intend,” “estimate,” “anticipate,” “believe,” “potential,” “should,” “projects,” “forecasts” or “continue”  (or the negative or other derivatives of each of
these terms) or similar terminology.  We believe the assumptions underlying any forward-looking statements are reasonable; however, any of the
assumptions could be inaccurate, and therefore, actual results may differ materially from those projected in or implied by the forward-looking statements. 
In addition to the risks of ordinary business operations, and those discussed or described in this report or in information incorporated by reference into this
report, factors and risks that may result in actual results differing from this forward-looking information include, but are not limited to risks and
uncertainties associated with the novel coronavirus (“COVID-19”) pandemic, including the duration of the COVID-19 pandemic and its ultimate impact on
our business, levels of consumer confidence in the safety of dine-in restaurants, restrictions (including occupancy restrictions) imposed by governmental
authorities, the effectiveness of cost saving measures undertaken throughout our operations, disruptions to our operations as a result of the spread of
COVID-19 in our workforce, general or regional economic weakness, business and societal conditions, and the weather impact on sales and customer
travel; discretionary income or personal expenditure activity of our customers; information technology-related incidents, including data privacy and
information security breaches, whether as a result of infrastructure failures, employee or vendor errors, or actions of third parties; our ability to identify,
acquire and sell successful new lines of retail merchandise and new menu items at our restaurants; our ability to sustain or the effects of plans intended to
improve operational or marketing execution and performance; uncertain performance of acquired businesses, strategic investments and other initiatives that
we may pursue from time to time; changes in or implementation of additional governmental or regulatory rules, regulations and interpretations affecting
tax, wage and hour matters, health and safety, insurance or other undeterminable areas; the effects of plans intended to promote or protect our brands and
products; commodity price increases; the ability of and cost to us to recruit, train, and retain qualified hourly and management employees; the effects of
increased competition at our locations on sales and on labor recruiting, cost, and retention; workers’ compensation, group health and utility price changes;
consumer behavior based on negative publicity or changes in consumer health or dietary trends or safety aspects of our food or products or those of the
restaurant industry in general, including concerns about outbreaks of infectious disease as well as the possible effects of such events on the price or
availability of ingredients used in our restaurants; the effects of our indebtedness and associated restrictions on our financial and operating flexibility and
ability to execute or pursue our operating plans and objectives; changes in interest rates, increases in borrowed capital or capital market conditions affecting
our financing costs and ability to refinance all or portions of our indebtedness; the effects of business trends on the outlook for individual restaurant
locations and the effect on the carrying value of those locations; our ability to retain key personnel; the availability and cost of suitable sites for restaurant
development and our ability to identify those sites; our ability to enter successfully into new geographic markets that may be less familiar to us; changes in
land, building materials and construction costs; the actual results of pending, future or threatened litigation or governmental investigations and the costs and
effects of negative publicity or our ability to manage the impact of social media associated with these activities; economic or psychological effects of
natural disasters or other unforeseen events such as terrorist acts, social unrest or war and the military or government responses to such events; disruptions
to our restaurant or retail supply chain, including as a result of COVID-19; changes in foreign exchange rates affecting our future retail inventory
purchases; the impact of activist shareholders; our reliance on limited distribution facilities and certain significant vendors;  implementation of new or
changes in interpretation of existing accounting principles generally accepted in the United States of America (“GAAP”) and those factors contained in Part
I, Item 1A of the 2021 Form 10-K, as well as the factors described under “Critical Accounting Estimates” on pages 27-29 of this report or, from time to
time, in our filings with the Securities and Exchange Commission (“SEC”), press releases and other communications.
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Readers are cautioned not to place undue reliance on forward-looking statements made in this report because the statements speak only as of the
report’s date.  Except as may be required by law, we have no obligation or intention to update or revise any of these forward-looking statements to reflect
events or circumstances occurring after the date of this report or to reflect the occurrence of unanticipated events.  Readers are advised, however, to consult
any future public disclosures that we may make on related subjects in reports that we file with or furnish to the SEC or in our other public disclosures.

Overview

Management believes that the Cracker Barrel’s core competitive advantages include our authentic experiential brand, our culture of hospitality,
and our homestyle food and retail assortments. We remain focused on these core strengths, and we believe they will continue to drive the long-term success
and outperformance of our brand. We plan to leverage these core strengths in 2022 to drive additional frequency from our core guests, attract new
customers, and strengthen our operating and business model.

During the second quarter, we focused our efforts on operational execution during the seasonally higher volumes associated with the holiday
season. We also continued the rollout of beer and wine to our stores and continued to invest in our digital and off-premise capabilities.

For the full fiscal year, we currently anticipate adding two new Cracker Barrel locations and 10 to 12 new Maple Street Biscuit Company
locations, one of which opened in the first six months of 2022.

Key Performance Indicators

Management uses a number of key performance measures to evaluate our operational and financial performance, including the following:
 

• Comparable store restaurant sales increase/(decrease): To calculate comparable store restaurant sales increase/(decrease), we determine total
restaurant sales of stores open at least six full quarters before the beginning of the applicable period, measured on comparable calendar weeks. We
then subtract total comparable store restaurant sales for the current year period from total comparable store restaurant sales for the applicable
historical period to calculate the absolute dollar change. To calculate comparable store restaurant sales increase/(decrease), which we express as a
percentage, we divide the absolute dollar change by the comparable store restaurant sales for the historical period.

• Comparable store average restaurant sales: To calculate comparable store average restaurant sales, we determine total restaurant sales of stores
open at least six full quarters before the beginning of the applicable period, measured on comparable calendar weeks, and divide by the number of
comparable stores for the applicable period.
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• Comparable store retail sales increase/(decrease): To calculate comparable store retail sales increase/(decrease), we determine total retail sales of
stores open at least six full quarters before the beginning of the applicable period, measured on comparable calendar weeks. We then subtract total
comparable store retail sales for the current year period from total comparable store retail sales for the applicable historical period to calculate the
absolute dollar change. To calculate comparable store retail sales increase/(decrease), which we express as a percentage, we divide the absolute
dollar change by the comparable store retail sales for the historical period.

• Comparable store retail average weekly sales: To calculate comparable store average retail sales, we determine total retail sales of stores open at
least six full quarters before the beginning of the applicable period, measured on comparable calendar weeks, and divide by the number of
comparable stores for the applicable period.

• Comparable restaurant guest traffic increase/(decrease): To calculate comparable restaurant guest traffic increase/(decrease), we determine the
number of entrees sold in our dine-in and off-premise business from stores open at least six full quarters at the beginning of the applicable period,
measured on comparable calendar weeks. We then subtract total entrees sold for the current year period from total entrees sold for the applicable
historical period to calculate the absolute numerical change. To calculate comparable restaurant guest traffic increase/(decrease), which we express
as a percentage, we divide the absolute numerical change by the total entrees sold for the historical period.

• Average check increase per guest: To calculate average check per guest, we determine comparable store restaurant sales, as described above, and
divide by comparable guest traffic (as described above). We then subtract average check per guest for the current year period from average check
per guest for the applicable historical period to calculate the absolute dollar change. The absolute dollar change is divided by the prior year
average check number to calculate average check increase per guest, which we express as a percentage.

These performance indicators exclude the impact of new store openings and sales related to MSBC.

We use comparable store sales metrics as indicators of sales growth to evaluate how our established stores have performed over time. We use
comparable restaurant guest traffic increase/(decrease) to evaluate how established stores have performed over time, excluding growth achieved through
menu price and sales mix change. Finally, we use average check per guest to identify trends in guest preferences, as well as the effectiveness of menu
changes. We believe these performance indicators are useful for investors by providing a consistent comparison of sales results and trends across
comparable periods within our core, established store base, unaffected by results of store openings, closings, and other transitional changes.

Results of Operations

The following table highlights our operating results by percentage relationships to total revenue for the quarter ended and first six months ended
January 28, 2022 as compared to the same periods in the prior year:

  Quarter Ended   Six Months Ended  
 

 
January 28,

2022   
January 29,

2021   
January 28,

2022   
January 29,

2021  
Total revenue   100.0%   100.0%   100.0%   100.0%
Cost of goods sold (exclusive of depreciation and rent)   32.9   33.2   32.0   32.0 
Labor and other related expenses   34.4   35.0   34.7   35.1 
Other store operating expenses   22.3   24.7   22.8   24.8 
General and administrative expenses   5.0   5.0   5.1   5.6 
Gain on sale and leaseback transaction   —   —   —   (16.5)
Operating income   5.4   2.1   5.4   19.0 
Interest expense, net   0.2   1.6   0.3   1.6 
Income before income taxes   5.2   0.5   5.1   17.4 
Provision for income taxes (income tax benefit)   0.8   (1.6)   0.8   3.4 
Net income   4.4%   2.1%   4.3%   14.0%
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The following table sets forth the change in the number of Company-owned and franchised units in operation during the quarters and first six
months ended January 28, 2022 and January 29, 2021 as well as the number of Company-owned and franchised units at the end of the quarters and first six
months ended January 28, 2022 and January 29, 2021:

  Quarter Ended   Six Months Ended  

 
January 28,

2022   
January 29,

2021   
January 28,

2022   
January 29,

2021  
Net change in units:             

Company-owned – Cracker Barrel   —   —   —   — 
Company-owned – MSBC   1   —   1   1 
Franchise - MSBC   —   1   —   1 

Units in operation at end of the period:                 
Company-owned – Cracker Barrel   664   663   664   663 
Company-owned – MSBC   38   36   38   36 

Total Company-owned units at end of the period   702   699   702   699 
Franchise – MSBC   7   7   7   7 

Total Revenue

Total revenue for the second quarter and first six months of 2022 increased 27.3% and 24.4%, respectively, as compared to the same periods in the
prior year. The Company continues to recover from the COVID-19 pandemic as all dining rooms were open to some extent during the first six months of
2022. Dining room service was operational to varying degrees, yet certain locations were adversely impacted by the Omicron variant of COVID-19
resulting in a decline in guests' comfort level for dining indoors and capacity reductions driven by staffing shortages. Following increases in the numbers of
cases of COVID-19 throughout the United States during the second quarter of 2022, some of our restaurants were subject to other COVID-19-related
restrictions, including mask and vaccination requirements for employees and guests. It is possible that renewed outbreaks, increases in cases and/or new
variants of the disease, either as part of a national trend or on a more localized basis, could result in additional COVID-19-related restrictions including
capacity restrictions or otherwise limit our dine-in services, or negatively affect consumer demand. Off-premise sales for the second quarter of 2022
represented approximately 24% of restaurant sales volumes compared to approximately 30% in the second quarter of 2021 when a large number of our
restaurants were operating with limitations on or full prohibitions of dine-in services.

20



Index

The following table highlights the key components of revenue for the quarter and six months ended January 28, 2022 as compared to the same
periods in the prior year:

  Quarter Ended   Six Months Ended  

 
January 28,

2022   
January 29,

2021   
January 28,

2022   
January 29,

2021  
Revenue in dollars:             

Restaurant  $ 656,080  $ 521,243  $ 1,271,494  $ 1,036,467 
Retail   206,180   155,926   375,696   287,156 

Total revenue  $ 862,260  $ 677,169  $ 1,647,190  $ 1,323,623 
Total revenue by percentage relationships:                 

Restaurant   76.1%   77.0%   77.2%   78.3%
Retail   23.9%   23.0%   22.8%   21.7%

Average unit volumes(1):                 
Restaurant  $ 970.7  $ 772.6  $ 1,880.8  $ 1,537.6 
Retail   310.3   235.2   565.4   433.1 

Total revenue  $ 1,281.0  $ 1,007.8  $ 2,446.2  $ 1,970.7 
Comparable store sales increase (decrease) (2):                 

Restaurant   25.9%   (21.9%)   22.5%   (19.3%)
Retail   32.5%   (15.3%)   30.9%   (12.1%)

Restaurant and retail   27.5%   (20.5%)   24.3%   (17.8%)
Average check increase   7.1%   2.3%   7.0%   2.0%
Comparable restaurant guest traffic increase (decrease)(2):   18.8%   (24.2%)   15.5%   (21.3%)

(1) Average unit volumes include sales of all stores except for MSBC.
(2) Comparable store sales and traffic consist of sales of stores open at least six full quarters at the beginning of the period and are measured on

comparable calendar weeks.  Comparable store sales and traffic exclude MSBC.

For the second quarter of 2022, our comparable store restaurant sales increased as a result of a 18.8% guest traffic increase and a 7.1% average
check increase (including a 5.3% average menu price increase) as compared to the prior year period.

For the first six months of 2022, our comparable store restaurant sales increased as a result of a 15.5% guest traffic increase and a 7.0% average
check increase (including a 5.4% average menu price increase) as compared to the prior year period.

Our retail sales are made substantially to our restaurant guests.  For the second quarter of 2022, our comparable store retail sales increase resulted
primarily from the guest traffic increase and strong performance in the toys, décor merchandise, food and convenience, apparel and accessories, licensed,
and bed and bath merchandise categories. For the first six months of 2022, our comparable retail sales increase resulted primarily from the guest traffic
increase and strong performance in the toys, food and convenience, décor merchandise, apparel and accessories, licensed, media and bed and bath
merchandise categories.

Cost of Goods Sold (Exclusive of Depreciation and Rent)

The following table highlights the components of cost of goods sold (exclusive of depreciation and rent) in dollar amounts and as percentages of
revenues for the second quarter and first six months of 2022 as compared to the same periods in the prior year:
 
  Quarter Ended   Six Months Ended  

 
January 28,

2022   
January 29,

2021   
January 28,

2022   
January 29,

2021  
Cost of Goods Sold in dollars:             

Restaurant  $ 179,667  $ 140,469  $ 339,968  $ 273,082 
Retail   103,974   84,615   186,444   151,046 

Total Cost of Goods Sold  $ 283,641  $ 225,084  $ 526,412  $ 424,128 
Cost of Goods Sold by percentage of revenue:                 

Restaurant   27.4%   26.9%   26.7%   26.3%
Retail   50.4%   54.3%   49.6%   52.6%
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The increases in restaurant cost of goods sold as a percentage of restaurant revenue in the second quarter and the first six months of 2022 as
compared to the same periods in the prior year were primarily the result of commodity inflation and higher food waste partially offset by our menu price
increases referenced above and a shift to lower cost menu items. Commodity inflation was 8.5% and 7.9%, respectively, for the second quarter and the first
six months of 2022. Higher food waste accounted for increases of 0.2% and 0.3%, respectively, as a percentage of restaurant revenue for the second quarter
and first six months of 2022 as compared to the same periods in the prior year. Lower cost menu items accounted for decreases of 0.6% and 0.5%,
respectively, as a percentage of restaurant revenue for the second quarter and first six months of 2022 as compared to the same periods in the prior year.

 We continue to partially offset inflationary pressures through menu price increases and operational improvements, and we presently expect the
rate of commodity inflation to be approximately 10.0% in 2022.

The decrease in retail cost of goods sold as a percentage of retail revenue in the second quarter of 2022 as compared to the same period in the prior
year resulted from lower markdowns and lower freight expense.

 

 

Second Quarter
Decrease as a Percentage of

Total Revenue  
Markdowns   (3.6%)
Freight expense   (0.3%)

The decrease in retail cost of goods sold as a percentage of retail revenue in the first six months of 2022 as compared to the same period in the
prior year resulted from lower markdowns and a decrease in discounts and allowances.

 

 

First Six Months
Decrease as a Percentage of

Total Revenue  
Markdowns   (2.5%)
Discounts and allowances   (0.5%)

Labor and Related Expenses

Labor and related expenses include all direct and indirect labor and related costs incurred in store operations.  The following table highlights labor
and related expenses as a percentage of total revenue for the second quarter and first six months of 2022 as compared to the same periods in the prior year:

  Quarter Ended   Six Months Ended  
 

 
January 28,

2022   
January 29,

2021   
January 28,

2022   
January 29,

2021  
Labor and related expenses   34.4%   35.0%   34.7%   35.1%

These percentage changes resulted from the following:

 

 

Second Quarter
(Decrease) Increase as a

Percentage of Total
Revenue   

First Six Months
(Decrease) Increase as a

Percentage of Total
Revenue  

Store management compensation   (0.8%)  (0.8%)
Store bonus expense   (0.2%)  (0.2%)
Store hourly labor   0.6%   0.6%

The decreases in store management compensation as a percentage of total revenue for the second quarter and first six months of 2022 as compared
to the same periods in the prior year were primarily driven by the increase in total revenue in 2022 partially offset by wage inflation.
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The decreases in store bonus expense as a percentage of total revenue for the second quarter and first six months of 2022 as compared to the same
periods in the prior year resulted from lower performance against financial objectives for certain components of the incentive plan in the second quarter and
first six months of 2022 as compared to the same periods in the prior year.

The increases in store hourly labor expense as a percentage of total revenue for the second quarter and first six months of 2022 as compared to the
same periods in the prior year resulted primarily from wage inflation exceeding menu price increases. In addition to menu price increases, we continue to
partially offset inflationary pressures through labor productivity initiatives, and we presently expect the rate of wage inflation to be approximately 10% in
2022.

Other Store Operating Expenses

Other store operating expenses include all store-level operating costs, the major components of which are operating supplies, repairs and
maintenance, utilities, depreciation and amortization, advertising, rent, third party delivery fees, credit and gift card fees, real and personal property taxes
and general insurance. 

The following table highlights other store operating expenses as a percentage of total revenue for the second quarter and first six months of 2022
as compared to the same periods in the prior year:

  Quarter Ended   Six Months Ended  
 

 
January 28,

2022   
January 29,

2021   
January 28,

2022   
January 29,

2021  
Other store operating expenses   22.3%  24.7%  22.8%  24.8%

This percentage change for the second quarter of 2022 resulted from the following:

 

 

Second Quarter
(Decrease) Increase as a

Percentage of Total Revenue 
Depreciation expense   (1.0%)
Rent expense   (0.6%)
Advertising expense   (0.4%)
Utilities expense   (0.2%)
Real and personal property taxes expense   (0.1%)
Maintenance expense   (0.1%)
Loss on disposition of property and equipment   (0.1%)
Other store expenses   0.1%

This percentage change for the first six months of 2022 resulted primarily from the following:

 

 

First Six Months
(Decrease) Increase as a

Percentage of Total Revenue 
Depreciation expense   (0.8%)
Rent expense   (0.5%)
Advertising expense   (0.3%)
Real and personal property taxes expense   (0.2%)
Utilities expense   (0.2%)
Supplies expense   (0.1%)
Other store expenses   0.2%

The decreases in depreciation expense, rent expense, advertising expense, real and personal property taxes expense, maintenance expense, utilities
expense and loss on asset disposition as a percentage of total revenue in the second quarter and first six months of 2022 as compared to the same periods in
the prior year were primarily driven by the increase in total revenue in 2022.
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The decrease in supplies expense as a percentage of total revenue for the first six months of 2022 as compared to the same period in the prior year
resulted primarily from a decline in off-premise restaurant sales as compared to the first six months of the prior year when a large number of restaurants
were operating with limitations on or full prohibitions of dine-in services.

The increase in other store expenses as a percentage of total revenue for the second quarter and first six months of 2022 as compared to the same
periods in the prior year resulted primarily from costs associated with the growth in our off-premise business.

General and Administrative Expenses
 

The following table highlights general and administrative expenses as a percentage of total revenue for the second quarter and first six months of
2022 as compared to the same periods in the prior year:

  Quarter Ended   Six Months Ended  
 

 
January 28,

2022   
January 29,

2021   
January 28,

2022   
January 29,

2021  
General and administrative expenses   5.0%  5.0%  5.1%  5.6%

General and administrative expenses as a percentage of total revenue in the second quarter of 2022 as compared to the same period in the prior
year remained flat as a result of the following offsetting variances.

 

 

Second Quarter
Increase (Decrease) as a

Percentage of Total Revenue 
Professional fees expense   0.2%
Payroll and related expense   (0.2%)

General and administrative expenses as a percentage of total revenue decreased to 5.1% in the first six months of 2022 as compared to 5.6% in the
same period in the prior year. This percentage change resulted primarily from the following:

 

 

First Six Months
Decrease as a Percentage

of Total Revenue  
Proxy expenses   (0.3%)
Payroll and related expense   (0.1%)

The increase in professional fees as a percentage of total revenue in the second quarter of 2022 as compared to the same period in the prior year
resulted primarily from recruitment efforts and hiring of managers.

The decreases in payroll and related expense for the second quarter and first six months of 2022 as a percentage of total revenue as compared to
the same periods in the prior year were primarily driven by the increase in revenues in 2022 as compared to the same periods in the prior year partially
offset by an increase in headcount due to strategic initiatives and an increase in managers-in-training.

In the first six months of 2021, the Company incurred expenses related to a proxy contest initiated by affiliates of Sardar Biglari in connection
with the Company’s 2020 annual shareholders meeting held on November 19, 2020.    

Gain on Sale and Leaseback Transaction

On August 4, 2020, the Company completed a sale and leaseback transaction involving 62 of its owned Cracker Barrel stores and recorded a gain
of $217,722 which is recorded in the gain on sale and leaseback transaction line in the Condensed Consolidated Statement of Income in the first quarter of
2021.  See Note 8 to the Condensed Consolidated Financial Statements for additional information regarding this sale and leaseback transaction.
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Interest Expense, net

The following table highlights interest expense, net in dollars for the second quarter and first six months of 2022 as compared to the same periods
in the prior year:

  Quarter Ended   Six Months Ended  

 
January 28,

2022   
January 29,

2021   
January 28,

2022   
January 29,

2021  
Interest expense, net  $ 2,200  $ 10,815  $ 4,829  $ 21,530 

The decreases in interest expense for the second quarter and first six months of 2022 as compared to the same periods in the prior year resulted
primarily from lower debt levels and lower average weighted interest rates.
 
Provision for Income Taxes

The following table highlights the provision for income taxes as a percentage of income before income taxes (“effective tax rate”) for the second
quarter and first six months of 2022 as compared to the same periods in the prior year:

  Quarter Ended   Six Months Ended  
 

 
January 28,

2022   
January 29,

2021   
January 28,

2022   
January 29,

2021  
Effective tax rate   15.4%  (291.1%)  16.2%  19.7%

The significant increase in the effective tax rate from the second quarter of 2021 to the second quarter of 2022 is the result of tax benefits recorded
for carryback of 2020 federal net operating losses and resolution of state audits during the second quarter of 2021 which have a disproportionate impact due
to lower earnings. The decrease in the effective tax rate from the first six months of 2021 to the first six months of 2022 resulted primarily from an increase
in tax credits partially offset by the carryback of 2020 federal net operating losses in 2021.

The Company’s quarterly tax provision (benefit) for income taxes has historically been calculated using the annual effective tax rate method
(“AETR method”), which applies an estimated annual effective tax rate to pre-tax income or loss.  However, the Company recorded its interim income tax
provision (benefit) using the discrete method as of January 29, 2021, as allowed under Accounting Standards Codification (“ASC”) 740-270, Accounting
for Income Taxes - Interim Reporting.  The Company used the discrete method, rather than the AETR method, due to significant variations in income tax
expense, relative to projected annual pre-tax income (loss).  Use of the AETR method would have resulted in a disproportionate and unreliable tax rate.

We presently expect our effective tax rate for 2022 to be approximately 15%.

Liquidity and Capital Resources

Our primary sources of liquidity are cash generated from our operations and our borrowing capacity under our 2019 Revolving Credit Facility. 
Our internally generated cash, along with cash on hand at July 30, 2021, were sufficient to finance all of our growth, dividend payments, share repurchases,
working capital needs, interest payments under our revolving credit facility and other cash payment obligations in the first six months of 2022. We believe
that cash on hand at January 28, 2022, along with cash expected to be generated from our operating activities and the borrowing capacity under our
revolving credit facility, will be sufficient to finance our continuing operations, our continuing expansion plans, share repurchases and working capital
needs over the next twelve months.

Cash Generated From Operations

Our operating activities provided net cash of $107,793 for the first six months of 2022, representing a decrease from the $121,316 net cash
provided during the first six months of 2021. This decrease primarily reflected the timing of payments for accounts payable and the change in retail
inventory partially offset by the timing of payments for income taxes.
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Borrowing Capacity, Debt Covenants and Notes

On September 5, 2018, we entered into the 2019 Revolving Credit Facility, a five-year $950,000 revolving credit facility, which also contains an
option to increase the revolving credit facility by $300,000, of which $260,605 remains. In the third quarter of 2021, we entered into an amendment to the
2019 Revolving Credit Facility which reduced the commitment amount from $950,000 to $800,000.
 

At January 28, 2022, we had $35,000 of outstanding borrowings under the 2019 Revolving Credit Facility and $31,896 of standby letters of credit
related to securing reserved claims under our workers’ compensation insurance and our July 29, 2020 and August 4, 2020 sale and leaseback transactions,
which reduce our borrowing availability under the 2019 Revolving Credit Facility. At January 28, 2022, we had $733,104 in borrowing availability under
our 2019 Revolving Credit Facility. During the second quarter of 2022, we repaid $50,000 of borrowings under the 2019 Revolving Credit Facility. See
Note 4 to our Condensed Consolidated Financial Statements for further information on our long-term debt.
 

The 2019 Revolving Credit Facility contains customary financial covenants, which include maintenance of a maximum consolidated total leverage
ratio and a minimum consolidated interest coverage ratio. We were in compliance with the 2019 Revolving Credit Facility’s financial covenants at January
28, 2022, and we expect to be in compliance with the 2019 Revolving Credit Facility’s financial covenants for the remaining term.
 

On June 18, 2021, the Company entered into an issuance and sale of $300,000 aggregate principal amount of 0.625% Convertible Senior Notes
due 2026.  The Notes are senior, unsecured obligations of the Company and bear cash interest at a rate of 0.625% per annum, payable semi-annually in
arrears on June 15 and December 15 of each year, beginning on December 15, 2021. The Notes mature on June 15, 2026, unless earlier converted,
repurchased or redeemed.
 
Capital Expenditures and Proceeds from Sale of Property and Equipment

Capital expenditures (purchase of property and equipment) net of proceeds from insurance recoveries were $29,763 for the first six months of
2022 as compared to $29,224 for the same period in the prior year.  Our capital expenditures consisted primarily of capital investments for existing stores,
new store locations and capital expenditures for strategic initiatives. We estimate that our capital expenditures during 2022 will be approximately $90,000. 
This estimate includes the acquisition of sites and construction costs of new Cracker Barrel stores and new MSBC locations that have opened or that we
expect to open during 2022, as well as for acquisition and construction costs for store locations that we plan to be opened in 2023.  We intend to fund our
capital expenditures with cash generated by operations and borrowings under our 2019 Revolving Credit Facility, as necessary.

The proceeds from sale of property and equipment were $33 for the first six months of 2022 as compared to $149,877 for the same period in the
prior year.  This decrease primarily relates to the sale and leaseback transaction entered into during the first quarter of 2021.  See Note 8 to the Condensed
Consolidated Financial Statements for additional information regarding this sale and leaseback transaction.
 
Dividends, Share Repurchases and Share-Based Compensation Awards

Our 2019 Revolving Credit Facility imposes restrictions on the amount of dividends we are permitted to pay and the amount of shares we are
permitted to repurchase.  Under the 2019 Revolving Credit Facility, provided there is no default existing and the total of our availability under the 2019
Revolving Credit Facility plus our cash and cash equivalents on hand is at least $100,000 (the “Cash Availability”), we may declare and pay cash dividends
on shares of our common stock and repurchase shares of our common stock (1) in an unlimited amount if at the time the dividend or the repurchase is made
our consolidated total leverage ratio is 3.00 to 1.00 or less and (2) in an aggregate amount not to exceed $100,000 in any fiscal year if our consolidated total
leverage ratio is greater than 3.00 to 1.00 at the time the dividend or repurchase is made; notwithstanding (1) and (2), so long as immediately after giving
effect to the payment of any such dividends, Cash Availability is at least $100,000, we may declare and pay cash dividends on shares of our common stock
in an aggregate amount not to exceed in any fiscal year the product of the aggregate amount of dividends declared in the fourth quarter of the immediately
preceding fiscal year multiplied by four.
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During the first six months of 2022, we paid a regular dividend of $2.30 per share and declared a dividend of $1.30 per share that was
subsequently paid on February 1, 2022, to shareholders of record on January 14, 2022. In addition, in the third quarter of 2022, our Board of Directors
approved a regular dividend payable on May 3, 2022 to shareholders on record on April 18, 2022 of $1.30 per share.
 

We have been authorized by our Board of Directors to repurchase shares of the Company’s outstanding common stock at management’s discretion
up to a total value of $100,000.  During the first six months of 2022, we repurchased 279,664 shares of our common stock in the open market at an
aggregate cost of $34,230.

During the first six months of 2022, we issued 31,030 shares of our common stock resulting from the vesting of share-based compensation awards.
Related tax withholding payments on these share-based compensation awards resulted in a net use of cash of $2,546.

Working Capital

In the restaurant industry, virtually all sales are either for third-party credit or debit card or cash.   Restaurant inventories purchased through our
principal food distributor are on terms of net zero days, while restaurant inventories purchased locally are generally financed from normal trade credit. 
Because of our retail gift shops, which have a lower product turnover than the restaurant business, we carry larger inventories than many other companies
in the restaurant industry.  Retail inventories purchased domestically are generally financed from normal trade credit, while imported retail inventories are
generally purchased through wire transfers.  These various trade terms are aided by the rapid turnover of the restaurant inventory.  Employees generally are
paid on weekly or semi-monthly schedules in arrears for hours worked except for bonuses that are paid either quarterly or annually in arrears.  Many other
operating expenses have normal trade terms and certain expenses, such as certain taxes and some benefits, are deferred for longer periods of time.

We had negative working capital of $172,249 at January 28, 2022 versus negative working capital of $111,666 at July 30, 2021.  The change in
working capital from July 30, 2021 to January 28, 2022 primarily resulted from a decrease in cash and an increase in deferred revenue related to the sale of
our gift cards partially offset by higher inventory levels and timing of accounts payable.

Off-Balance Sheet Arrangements

We have no material off-balance sheet arrangements.

Material Commitments

There have been no material changes in our material commitments other than in the ordinary course of business since the end of 2021.  Refer to
the sub-section entitled “Material Commitments” under the section entitled “Liquidity and Capital Resources” presented in the MD&A of our 2021 Form
10-K for additional information regarding our material commitments.

Recent Accounting Pronouncements Adopted

See Note 1 to the accompanying Condensed Consolidated Financial Statements for a discussion of recent accounting guidance adopted.  The
adoption of the accounting guidance on income taxes discussed in Note 1 did not have a significant impact on our consolidated financial position or results
of operations. See Note 1 regarding the impact of the adoption of the convertible instruments guidance.

Critical Accounting Estimates

We prepare our Consolidated Financial Statements in conformity with accounting principles generally accepted in the United States of America. 
The preparation of these financial statements requires us to make estimates and assumptions about future events and apply judgments that affect the
reported amounts of assets, liabilities, revenue, expenses and related disclosures.  We base our estimates and judgments on historical experience, current
trends, outside advice from parties believed to be experts in such matters, and on various other assumptions that are believed to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying value of assets and liabilities that are not readily apparent from
other sources.  However, because future events and their effects cannot be determined with certainty, actual results could differ from those assumptions and
estimates, and such differences could be material.
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Our significant accounting policies are discussed in Note 2 to the Consolidated Financial Statements contained in the 2021 Form 10-K.  Judgments
and uncertainties affecting the application of those policies may result in materially different amounts being reported under different conditions or using
different assumptions.

Critical accounting estimates are those that:

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

matters that are inherently uncertain.

We consider the following accounting estimates to be most critical in understanding the judgments that are involved in preparing our Consolidated
Financial Statements:

• Impairment of Long-Lived Assets
• Insurance Reserves
• Retail Inventory Valuation
• Lease Accounting

Management has reviewed these critical accounting estimates and related disclosures with the Audit Committee of our Board of Directors.
 
Impairment of Long-Lived Assets

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

We have not made any material changes in our methodology for assessing impairments during the first six months of 2022, and we do not believe
that there is a reasonable likelihood that there will be a material change in the estimates or assumptions used by us in the future to assess impairment of
long-lived assets.  However, if actual results are not consistent with our estimates and assumptions used in estimating future cash flows and fair values of
long-lived assets, we may be exposed to losses that could be material.  It is possible that we may recognize impairment as a result of the unknown impacts
of the COVID-19 pandemic and our response.
 
Insurance Reserves

We self-insure a significant portion of our expected workers’ compensation and general liability insurance programs.  We purchase insurance for
individual workers’ compensation claims that exceed $250, $750 or $1,000 depending on the state in which the claim originated.  We purchase insurance
for individual general liability claims that exceed $500.  We record a reserve for workers’ compensation and general liability for all unresolved claims and
for an estimate of incurred but not reported (“IBNR”) claims.  These reserves and estimates of IBNR claims are based upon a full scope actuarial study
which is performed annually at the end of our first quarter and is adjusted by the actuarially determined losses and actual claims payments for the fourth
quarter.  Additionally, we perform limited scope actuarial studies on a quarterly basis to verify and/or modify our reserves.  The reserves and losses in the
actuarial study represent a range of possible outcomes within which no given estimate is more likely than any other estimate.  As such, we record the losses
in the lower half of that range and discount them to present value using a risk-free interest rate based on projected timing of payments.  We also monitor
actual claims development, including incurrence or settlement of individual large claims during the interim periods between actuarial studies as another
means of estimating the adequacy of our reserves.
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Our group health plans combine the use of self-insured and fully-insured programs.  Benefits for any individual (employee or dependents) in the
self-insured group health program are limited.  We record a liability for the self-insured portion of our group health program for all unpaid claims based
upon a loss development analysis derived from actual group health claims payment experience.  Additionally, we record a liability for unpaid prescription
drug claims based on historical experience.

Our accounting policies regarding insurance reserves include certain actuarial assumptions and management judgments regarding economic
conditions, the frequency and severity of claims and claim development history and settlement practices.  We have not made any material changes in the
methodology used to establish our insurance reserves during the first six months of 2022 and do not believe there is a reasonable likelihood that there will
be a material change in the estimates or assumptions used to calculate the insurance reserves.  However, changes in these actuarial assumptions,
management judgments or claims experience in the future may produce materially different amounts of expense that would be reported under these
insurance programs.

Retail Inventory Valuation

Cost of goods sold includes the cost of retail merchandise sold at our stores utilizing the retail inventory method (“RIM”).  Under RIM, the
valuation of our retail inventories is determined by applying a cost-to-retail ratio to the retail value of our inventories.  Inherent in the RIM calculation are
certain inputs, including initial markons, markups, markdowns and shrinkage, which may significantly impact the gross margin calculation as well as the
ending inventory valuation.

Inventory valuation provisions are included for retail inventory obsolescence and retail inventory shrinkage.  Retail inventory is reviewed on a
quarterly basis for obsolescence and adjusted as appropriate based on assumptions made by management and judgment regarding inventory aging and
future promotional activities.  Retail inventory also includes an estimate of shrinkage that is adjusted upon physical inventory counts.  Annual physical
inventory counts are conducted based upon a cyclical inventory schedule.  An estimate of shrinkage is recorded for the time period between physical
inventory counts by using a two-year average of the physical inventories’ results on a store-by-store basis.
 

We have not made any material changes in the methodologies, estimates or assumptions related to our merchandise inventories during the first six
months of 2022 and do not believe there is a reasonable likelihood that there will be a material change in the estimates or assumptions in the future. 
However, actual obsolescence or shrinkage recorded may produce materially different amounts than we have estimated.

Lease Accounting

We have ground leases for our leased stores and office space leases that are recorded as operating leases under various non-cancellable operating
leases.  Additionally, we lease our retail distribution center, advertising billboards, vehicle fleets, and certain equipment under various non-cancellable
operating leases.

We evaluate our leases at contract inception to determine whether we have the right to control use of the identified asset for a period of time in
exchange for consideration.  If we determine that we have the right to obtain substantially all of the economic benefit from use of the identified asset and
the right to direct the use of the identified asset, we recognize a right-of-use asset and lease liability.  Also, at contract inception, we evaluate our leases to
estimate their expected term which includes renewal options that we are reasonably assured that we will exercise, and the classification of the lease as
either an operating lease or a finance lease.  Additionally, as our leases do not provide an implicit rate, we use our incremental borrowing rate based on the
information available at the time of commencement or modification date in determining the present value of lease payments. Assumptions used in
determining our incremental borrowing rate include our implied credit rating and an estimate of secured borrowing rates based on comparable market data.
We assess the impairment of the right-of-use asset whenever events or changes in circumstances indicate that the carrying value of the asset may not be
recoverable.

Changes in these assumptions and management judgments may produce materially different amounts in the recognition of the right-of-use assets
and lease liabilities.  Additionally, any loss resulting from an impairment of the right-of-use assets is recognized by a charge to income, which could be
material.
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ITEM 3. Quantitative and Qualitative Disclosures About Market Risk

There have been no material changes in our quantitative and qualitative market risks since July 30, 2021.  For a discussion of the Company’s
exposure to market risk, refer to the Company’s market risk disclosures set forth in Part II, Item 7A. “Quantitative and Qualitative Disclosures About
Market Risk” of the 2021 Form 10-K.
 

Interest Rate Risk.  We have interest rate risk relative to our outstanding borrowings under our revolving credit facility.  At January 28, 2022, our
outstanding borrowings totaled $35,000 under our revolving credit facility (see Note 4 to the Condensed Consolidated Financial Statements).  Loans under
the 2019 Revolving Credit Facility bear interest, at our election, either at the prime rate or LIBOR plus a percentage point spread based on certain specified
financial ratios.  Our policy has been to manage interest cost using a mix of fixed and variable rate debt (see Note 4 to our Condensed Consolidated
Financial Statements).  In the fourth quarter of 2021, we issued and sold the Notes, which bear cash interest at a fixed rate of 0.625% per annum.
 

The impact of a one-percentage point increase or decrease in the $35,000 of our outstanding borrowings under our revolving credit facility is
approximately $350 on a pre-tax annualized basis.
 

Credit Risk.  In the fourth quarter of 2021, the Company issued the Notes and entered into the Convertible Note Hedge Transactions and the
Warrant Transactions with the Hedge Counterparties.  Subject to the changes in the market price of the Company’s common stock price, the Company
could be exposed to credit risk arising out of the net settlement of the Convertible Note Hedge Transactions and the Warrant Transactions in its favor. 
Based on the Company’s review of the possible net settlements and the creditworthiness of the Hedge Counterparties and their affiliates, the Company
believes it does not have a material exposure to credit risk as a result of these transactions at this time.
 
ITEM 4. Controls and Procedures

Our management, including our principal executive and principal financial officers, evaluated the effectiveness of our disclosure controls and
procedures (as defined in Rules 13a-15(e) and 15d-15(e) promulgated under the Exchange Act) as of the end of the period covered by this report.  Based
upon this evaluation, our Chief Executive Officer and Chief Financial Officer each concluded that as of January 28, 2022, our disclosure controls and
procedures were effective for the purposes set forth in the definition thereof in Exchange Act Rule 13a-15(e).

There have been no changes (including corrective actions with regard to significant deficiencies and material weaknesses) during the quarter
ended January 28, 2022 in our internal control over financial reporting (as defined in Exchange Act Rule 13a-15(f)) that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.

PART II. OTHER INFORMATION

ITEM 1A.Risk Factors

There have been no material changes in the risk factors previously disclosed in “Item 1A. Risk Factors” of our 2021 Form 10-K.

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

Unregistered Sales of Equity Securities

There were no equity securities sold by the Company during the period covered by this Form 10-Q that were not registered under the Securities
Act of 1933, amended.
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Issuer Purchases of Equity Securities

The following table sets forth information with respect to purchases of shares of the Company’s common stock made during the quarter ended
January 28, 2022 by or on behalf of the Company or any “affiliated purchaser,” as defined by Rule 10b-18(a)(3) of the Exchange Act.

Period  

Total Number
of Shares
Purchased   

Average Price
Paid Per
Share (1)   

Total Number of
Shares

Purchased as
Part of Publicly

Announced
Plans or

Programs  

Maximum Number of
Shares (or Approximate
Dollar Value) that May

Yet Be Purchased
Under the Plans or

Programs
10/30/21 – 11/26/21   7,442  $ 126.42   7,442 Indeterminate (2)
11/27/21 – 12/24/21   226,878  $ 123.41   226,878 Indeterminate (2)
12/25/21 – 1/28/22   45,344  $ 116.69   45,344 Indeterminate (2)
Total for the quarter   279,664  $ 122.40   279,664 Indeterminate (2)

(1) Average price paid per share is calculated on a settlement basis.

(2) On September 15, 2021, our Board of Directors approved the repurchase of up to $100,000 of our common stock, with such authorization to
expire on October 7, 2022, to the extent it remains unused. Repurchases are subject to prevailing market prices, may be made in open market or
private transactions and may occur or be discontinued at any time. There can be no assurance that we will repurchase any shares.

ITEM 5. Other Information

On February 24, 2022, the Company and Sandra B. Cochran, the Company’s President and Chief Executive Officer entered into an amendment
(the “Amendment”) to Ms. Cochran’s employment agreement, pursuant to which the Company agreed to extend the severance protections available to Ms.
Cochran upon a termination of her employment by the Company without cause or her resignation of her employment for good reason, as defined by the
original agreement. These protections, which were otherwise set to expire on July 27, 2023, were extended through September 30, 2024. No other
provisions of Ms. Cochran’s employment agreement were modified. A copy of the Amendment is attached as Exhibit 10.1 to this Quarterly Report on
Form 10-Q and incorporated herein by reference. The foregoing description is qualified in its entirety by reference to such exhibit and Ms. Cochran’s
previously filed employment agreement.
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ITEM 6. Exhibits

INDEX TO EXHIBITS

Exhibit  
  
3.1 Amended and Restated Charter of Cracker Barrel Old Country Store, Inc. (incorporated by reference to Exhibit 3.1 to the Company’s

Current Report on Form 8-K filed under the Exchange Act on April 10, 2012 (Commission File No. 001-25225)
  
3.2 Amended and Restated Bylaws of Cracker Barrel Old Country Store, Inc. (incorporated by reference to Exhibit 3.1 to the Company’s

Current Report on Form 8-K filed under the Exchange Act on February 24, 2012 (Commission File No. 001-25225)
  
10.1 Amendment No. 1 to Employment Agreement, dated as of February 24, 2022, by and between Sandra B. Cochran and the Company (filed

herewith).†
  
31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (filed herewith)
  
31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (filed herewith)
  
32.1 Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (filed herewith)
  
32.2 Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (filed herewith)
  
101.INS Inline XBRL Instance Document (the instance document does not appear in the Interactive Data File because its XBRL tags are embedded

within the Inline XBRL document)
  
101.SCH Inline XBRL Taxonomy Extension Schema
  
101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase
  
101.LAB Inline XBRL Taxonomy Extension Label Linkbase
  
101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase
  
101.DEF Inline XBRL Taxonomy Extension Definition Linkbase
  
104 Cover Page Interactive Data File (formatted as inline XBRL and contained in Exhibit 101)

† Denotes management contract or compensatory plan, contract or arrangement.
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SIGNATURES

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

 CRACKER BARREL OLD COUNTRY STORE, INC.
   
Date: February 24, 2022 By: /s/Craig A. Pommells
  Craig A. Pommells, Senior Vice President and Chief Financial Officer
   
Date: February 24, 2022 By: /s/Kara S. Jacobs
  Kara S. Jacobs, Vice President, Corporate Controller and Principal Accounting Officer



Exhibit 10.1
AMENDMENT NO. 1 TO

EMPLOYMENT AGREEMENT

THIS AMENDMENT NO. 1 (this “Amendment”) to the Employment Agreement (the “Agreement”), dated as of July 27, 2018, by and between
Cracker Barrel Old Country Store, Inc., a Tennessee corporation (the “Company”), and Sandra B. Cochran (“Executive”), is dated as of February 24, 2022
(the “Effective Date”), and is by and between the Company and Executive.

WITNESSETH:

WHEREAS, the Company and Executive wish to amend the Agreement for the purpose of extending certain benefits made available to Executive
pursuant to the Agreement that would otherwise expire on July 27, 2023; and

WHEREAS, pursuant to Section 11 of the Agreement, the Agreement may only be amended or changed by an agreement in writing signed by the
party against whom enforcement of any waiver, change, modification, extension or discharge is sought.

NOW, THEREFORE, in consideration of the continued employment of Executive by the Company, the agreements made herein and in the
Agreement and other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, pursuant to Section 11 of the
Agreement, the parties agree as follows:

1.          In Section 4.4(a) of the Agreement, the phrase “during the five (5) year period ending on the fifth anniversary of
the Effective Date” is hereby deleted in its entirety and replaced with the phrase “on or prior to September 30, 2024”.

2.          Capitalized terms not otherwise defined in this Amendment shall have the meaning set forth in the Agreement.
This Amendment shall be governed by and construed in accordance with the laws of the State of Tennessee and may be executed
in one or more counterparts, each of which shall be deemed an original and all of which shall constitute a complete document.
Except as amended by this Amendment, the terms and provisions of the Agreement remain unchanged and in full force and effect
as in effect on the date hereof.

[Signature page(s) follow(s)]



IN WITNESS WHEREOF, the parties hereto have executed this Amendment as of the Effective Date.

 CRACKER BARREL OLD COUNTRY STORE, INC.
   
 By: /s/Richard M. Wolfson
 Name: Richard M. Wolfson
 Title: Senior Vice President, General Counsel and Corporate Secretary

 EXECUTIVE:
 
 /s/Sandra B. Cochran
 Sandra B. Cochran



EXHIBIT 31.1 CERTIFICATION

I, Sandra B. Cochran, certify that:

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

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

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

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

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

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

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

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

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

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: February 24, 2022

/s/Sandra B. Cochran
Sandra B. Cochran, President and
Chief Executive Officer



EXHIBIT 31.2 CERTIFICATION

I, Craig A. Pommells, certify that:

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

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

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

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

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

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

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

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

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

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: February 24, 2022

/s/Craig A. Pommells
Craig A. Pommells, Senior Vice President and Chief Financial Officer



Exhibit 32.1

CERTIFICATION  OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED

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

In connection with the Quarterly Report of Cracker Barrel Old Country Store, Inc. (the “Issuer”) on Form 10-Q for the fiscal
quarter ended January 28, 2022, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I,
Sandra B. Cochran, President and Chief Executive Officer of the Issuer, certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

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

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

Date: February 24, 2022 By: /s/Sandra B. Cochran
 Sandra B. Cochran
  President and Chief Executive Officer



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED

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

In connection with the Quarterly Report of Cracker Barrel Old Country Store, Inc. (the “Issuer”) on Form 10-Q for the fiscal
quarter ended January 28, 2022, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Craig
A. Pommells, Senior Vice President and Chief Financial Officer of the Issuer, certify, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

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

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

Date: February 24, 2022 By: /s/Craig A. Pommells
 Craig A. Pommells
  Senior Vice President and Chief Financial Officer


