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Operator: Greetings, and welcome to the Diversified Restaurant Holdings Third Quarter 2016 Financial 
Results Conference Call.  At this time, all participants are in a listen-only mode.  An interactive question-
and-answer session will follow the formal presentation.  If anyone should require Operator assistance 
during the conference, please press star, zero on your telephone keypad.  As a reminder, this conference 
is being recorded. 
 
I'd now like to turn the conference over to your host, Ms. Deborah Pawlowski.  Thank you.  You may 
begin. 
 
Deborah Pawlowski: Thank you and good afternoon everyone.  We certainly appreciate your time today 
and your interest in Diversified Restaurant Holdings.  Joining me on the call is David Burke, our new 
President and Chief Executive Officer, and Phyllis Knight, our new Chief Financial Officer and Treasurer. 
 
For those not familiar with the situation, David was promoted to President and CEO from his role of CFO 
when we brought Phyllis on Board to assume the CFO role.  Michael Ansley is staying on as Executive 
Chairman, and will be CEO of Bagger Dave's when we complete that spinoff.  David is going to review 
our third quarter results and give an update on the Company's strategic progress and outlook.  We will 
then open up the call for questions and answers. 
 
You should have a copy of the financial results that were released today, and if not, you can access it at 
our website, diversifiedrestaurantholdings.com. 
 
As you are aware, we may make some forward-looking statements on this call during the formal 
discussion as well as during the Q&A.  These statements apply to future events that are subject to risks 
and uncertainties as well as other factors that could cause actual results to differ materially from what is 
stated on today's call.  These risks and uncertainties and other factors are provided in the earnings 
release, as well as with other documents filed by the Company with the Securities and Exchange 
Commission.  These documents can be found on the Company's website or at www.sec.gov. 
 
During today's call, we will discuss some non-GAAP measures, which we believe will be useful in 
evaluating our performance.  The presentation of this additional information should not be considered in 
isolation, or as a substitute for results prepared in accordance with GAAP.  Reconciliations of non-GAAP 
to comparable GAAP measures are provided with the tables accompanying today's earnings release. 
 
With that, let me turn it over to David to begin.  David? 
 
David Burke: Thanks, Deb.  Before I get started, I'd like to say that it's an honor to be named CEO of 
Diversified Restaurant Holdings.  We're at an exciting turning point in our history with our strategic shift to 
focus on growing our Buffalo Wild Wings business and spinoff our smaller Bagger Dave's concept. 
 
My primary focus will be on leveraging our current restaurant portfolio for growth, improving operational 
efficiencies, and paying down debt in order to strengthen our balance sheet and earnings power.  Debt 
reduction will also provide us the financial flexibility for more restaurant expansion and acquisitive growth 
in the future. 
 
Michael has provided immeasurable support and counsel as we have been transitioning roles, and we are 
fortunate to continue to benefit from his strategic knowledge of our business and the industry as our 
Executive Chairman. 
 
Let me also take a moment to introduce Phyllis Knight.  We are pleased to have a financial executive of 
Phyllis' caliber and experience to join the team.  Over the course of her career, Phyllis has served in 
several senior financial executive positions, including CFO in multiple industries as well as having Big 
Four public accounting experience.  Her significant experience in finance, operations, and capital markets 
align very well with our strategic focus.  We expect a smooth transition as I step into the CEO role. 
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Welcome aboard Phyllis. 
 
Phyllis Knight: Thank you, David for the nice introduction.  Let me say that I'm excited to join DRH and 
believe we'll make a great team advancing the Company.  I think this is an outstanding opportunity as 
DRH embarks on the next phase of its strategy.  I'm looking forward to talking with the investment 
community and assuming an active role in our investor relations activities going forward. 
 
Back to you David. 
 
David Burke: Beginning with highlights of the quarter, total revenue of $46.7 million was comparable with 
last year's period, 89% of the revenue was from our Buffalo Wild Wings franchise.  Sales reflect five net 
less restaurants, which accounts for the Bagger Dave's rationalization last year as well as lower same-
store sales.  Of note, there were three closures that took place during the third quarter last year. 
 
We had 83 total restaurants at the end of the recent quarter, 64 of which were Buffalo Wild Wings.  Total 
Buffalo Wild Wings sales increased 1.4% to $41.6 million with three additional restaurants.  Sales from 
our 59 comparable Buffalo Wild Wings stores were down 1.8% in the quarter, consisting of 1.5% pricing 
and negative traffic of about 3.3%.  Same-store sales declined in most of our regions with the exception 
of a small increase in Michigan.  This is encouraging as our largest market is about a third of our total 
sales. 
 
Overall, the decrease reflects the continuation of softness nationally in the casual dining sector like we do 
with the over-saturation of the market.  We also had some local market challenges.  Of note, with the 
Kansas City Royals and St. Louis Cardinals not playing as well this year versus their strong performance 
in 2015, impacting our St. Louis market. 
 
Casual dining is more competitive than ever.  So, we have a number of sales promotions and initiatives in 
place to drive our value proposition for more traffic and higher tickets.  Many of these are supported by 
Buffalo Wild Wings on the national level, which we are testing regionally before system-wide 
implementation. 
 
Along those lines, the new Blazin' Rewards Loyalty Program was introduced earlier this year.  We are 
testing the program in our St. Louis market with the expectation to roll it out in all of our markets over the 
next year.  Because we have a high level of repeat business, our Loyalty Program is a natural fit for our 
business, and the technology that supports it will give us a valuable insight to our customers' preferences 
and timing of business.  Also with anticipated support of national promotions, which emphasize online 
ordering, we expect to see a benefit to our carry-out business. 
 
Finally, based on our success with the half-priced Wing Tuesday promotion we were testing in the Tampa 
market we began offering it at all of our locations in early September.  This has been driving measurable 
traffic improvement.  Some of our other initiatives to drive sales include restaurant large parties and 
banquets as well as home delivery.  We are offering delivery through Grubhub, Doorstep, and other local 
delivery services in 24 locations as of this week.  We continue to work with them and expect to add 
delivery service to more locations by year-end. 
 
We also have an advance with the remodel of more U.S. restaurants to the Stadia design.  It has proven 
to be a big hit with our sports minded customers in the 27 locations where it's been implemented.  Our 
goal is to convert the remaining 37 Buffalo Wild Wings to Stadia concept by 2020 at a cost of about 
$600,000 per restaurant. 
 
Revenue from Bagger Dave's in the quarter was $5.1 million from 19 restaurants.  Average weekly sales 
were up 10% to $20,500.  With operational, menu, and service enhancements fully implemented, we 
recently stepped up promotion of Bagger Dave's with two new television commercials that are now airing 
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and strongly emphasize the local feel of the concept.  We also implemented a $5.95 Great American 
Cheese Burger Tuesday Special, and successfully executed a $0.99 burger shock day on October 4th, a 
promotional strategy to drive new traffic into our restaurants.  This may become an annual promotion to 
get new faces through the door.  Early results from these initiatives are very encouraging, and we look to 
gain more traction over the coming months. 
 
Turning to operating expenses, consolidated expenses were down 5.4%.  Food, beverage, and 
packaging costs declined 4.4%, a 100 basis point decline as a percentage of revenue to 27.7%.  We are 
seeing the benefit of lower commodity costs.  Our largest commodity purchases, chicken wings and beef 
were lower year-over-year. 
 
Consolidation compensation costs were down 150 basis points to 26.2% of revenue.  The improvement 
largely resulted from the closure of underperforming locations and cost reduction initiatives.  There are 
other efforts to improve productivity and reduce costs that we continue to implement as well.  A core 
strength at DRH has always been our operational expertise and execution. 
 
There were atypical items in both periods in the G&A expenses in which you should be cognizant.  The 
2015 third quarter included $810,000 of rationalization expenses and other costs from the St. Louis 
acquisition, while this year's third quarter had about $408,000 in one-time expenses, mostly of which are 
related to the spinoff.  Excluding those, G&A as a percentage of revenue improved 60 basis points to 
6.2%. 
 
With lower operating expenses on a comparable basis, operating loss for the quarter improved by  
$2.3 million to $800,000.  Interest expense in the quarter was down $400,000 to $1.4 million.  The prior 
year period included these with the disposal of old loans that represented the majority of that decline. 
 
Net loss for the quarter was $1.4 million, a $2.2 million improvement over last year's net loss. 
 
We believe Adjusted EBITDA, a non-GAAP measure is a good metric to monitor our performance and 
progress.  Adjusted EBITDA increased 23% or $900,000 to $5 million over the prior-year period.  We 
believe this is a direct result of the many actions we have taken to rationalize operations, integrate the  
St. Louis acquisition and improved productivity.  Adjusted EBITDA margin expanded 210 basis points to 
10.8%.  Restaurant level EBITDA also improved, increasing more than 8% to $7.9 million and despite the 
same-store sales pressures was up 140 basis points as a percentage of revenues to 16.9%.  Our Buffalo 
Wild Wings restaurant-level EBITDA margin was 19.4%, a 10 basis point improvement over last year.  
Bagger Dave's achieved a breakeven restaurant-level EBITDA. 
 
Turning to our balance sheet, at the end of the quarter, cash and cash equivalents were $4.3 million, 
down from $14.2 million at the end of 2015.  Capital expenditures to date were $13.9 million, and we 
made debt payments of about $13.6 million, just over $6 million of which were discretionary. 
 
During the quarter, we invested $2.2 million for some refreshes in the upgrade of two restaurants to the 
new Stadia design.  Total debt at the end of the quarter was $121.3 million, down $5 million from year-
end.  Our plan is to use cash that’s available after capital investments to further pay down debt.  Our goal 
is to reach a net debt leverage ratio of three times EBITDA by the end of 2018. 
 
With the impending spinoff of Bagger Dave's, and provided the transaction occurs by the end of the year, 
we will treat it as a discontinued operation for our fourth quarter and full year results.  Based on that, I'm 
providing outlook for 2016 that is only the Buffalo Wild Wings business. 
 
We expect that full year sales from continuing operations will be approximately $164 million to  
$168 million.  Restaurant-level EBITDA should be $33 million to $35 million, giving us about 20% to 21% 
margin, and we expect Adjusted EBITDA of $21 million to $23 million.  We estimate that one-time cost of 
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the spinoff will be about $500,000 to $600,000.  Total CapEx will come in at approximately $14.5 million 
to $15 million for the year. 
 
Our proposed spinoff of Bagger Dave's has moved along with the goal to complete the transaction by the 
end of the fiscal year.  Bagger filed its Form 10 with the SEC on October 4th.  It is currently under review, 
so the timing of the spinoff is subject to our ability to satisfy the SEC's request in a timely manner which 
we feel confident in achieving. 
 
The separation of our Buffalo Wild Wings and Bagger Dave's businesses into two separate public 
companies will be structured as a tax-free spinoff of Bagger Dave's to DRH shareholders.  Shareholders 
of DRH will receive one share of Bagger Dave's for each share they hold of DRH.  Bagger Dave's shares 
will be traded over-the-counter with the ticker BAGR.  DRH will retain all the debt, but it will also keep  
$22 million in tax loss carry forwards which had the potential to offset over $40 million in future earnings.  
Bagger will receive $2 million in funding to support operations.  Michael Ansley, our Executive Chairman 
will be President and CEO of Bagger Dave's. 
 
The last twelve months have been very busy.  We've made significant improvements in our cost structure 
with the rationalization of underperforming locations and cost reduction initiatives that are driving 
improved operating profitability.  We also took steps to combat near-term sales challenges and better 
position the business as we spinoff Bagger Dave's and capitalize on our strong operational expertise and 
leading position as the largest franchisee of Buffalo Wild Wings. 
 
For 2017, we will continue our efforts to further strengthen our balance sheet.  We've intentionally 
reduced new unit developments to focus on increasing profitability and reducing debt.  CapEx will be 
slowed to a range of $5 million to $8 million with possibly just one new location and the bulk of the CapEx 
spend focused on Stadia remodels.  We are confident that this course will put us in an excellent position 
to further enhance our financial performance and grow shareholder value. 
 
With that let me open it up for questions.  Operator? 
 
Operator: Thank you.  At this time we will be conducting a question-and-answer session.  If you would 
like to ask a question, please press star, one on your telephone keypad.  A confirmation tone will indicate 
your line is in the question queue.  You may press star, two if you would like to remove your question 
from the queue.  Participants using speaker equipment, it may be necessary to pick up your handset 
before pressing the star key.  One moment please while we poll for questions. 
 
Our first question comes from Jeremy Hamblin from Dougherty & Company.  Please go ahead. 
 
David Burdick: This is David Burdick on for Jeremy.  Thanks for taking my questions.  First, I just wanted 
to talk about maybe the cadence of comps throughout the quarter.  I know you spoke about maybe St. 
Louis being a little weak.  Were there any specific geographies that were maybe stronger than others?  
Then if you would be able to provide maybe some color on how you're trending in quarter to-date?  
Thanks. 
 
David Burke: Yes.  Hi, David, this is David Burke.  Can't speak to how we're trending in Q4, but we 
talked a little bit on the call about how our Michigan market was up a little bit, a little stronger there.   
St. Louis obviously with baseball hit that was pretty significant to us, very strong brands over there, but 
we see that bouncing back.  The Florida market was also a little bit softer than Michigan. 
 
David Burdick: Okay.  I know you guys have roughly 25% of your stores in Florida.  Did you see any 
effects from Hurricane Matthew, or would you be able to provide any color on that? 
 
David Burke: Nothing that jumped out from a trending standpoint, obviously a lot of discussions and talk 
about that, operationally there is some potential risk of that impacting the store too, but we didn't have any 
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closures, nothing catastrophic or anything along those lines.  From an overall customer traffic situation, 
we didn't really see anything of significance as a result of that. 
 
David Burdick: Okay, great.  Then, I know you guys are kind of testing, you mentioned in the St. Louis 
market, you’re testing this rewards program, and then also I think you have about one-third of your 
locations in online ordering.  Just wanted to see if you'd be able to kind of talk about that opportunity and 
if you'd be able to quantify any sales lifts or anything you're seeing thus far?  Thanks. 
 
David Burke: Sure.  With regards to the Blazin' Rewards program which we are testing in St. Louis and 
we do intend to roll that out nationwide along with Buffalo Wild Wings franchise over the course of this 
coming year.  No quantified sales lift as a result of it, it's really we're in test mode, it's the adoption phase 
here, trying to get customers on it, trying to acquire customers to utilize it more so that we can get more 
detailed information from our high frequency visitors and start targeting them better. 
 
We have online ordering in all of our locations, and we have for over a year now.  As the largest 
franchisee in the Buffalo Wild Wings system, we also have or one of the first to have all of our point of 
sales converted just so we could take advantage of that.  So, it hasn't been promoted nationally yet, 
because not all franchisees are on it, but that's going to be wrapping up here very soon just so we could 
put some national promos and campaigns behind that to let people know that they can go online and 
order.  So we’re looking forward to having some of that support to back us up a little bit. 
 
David Burdick: Great, you kind of cut out on me during one of your explanations, but I was wondering, 
have you seen anything specific that you could point to on sales lifts? 
 
David Burke: With regard to the Blazin' Rewards, no.  It’s a little too early to see any sales lift and it's 
really about acquiring customer information over the initial phase of this, and then we can obviously take 
advantage of that going forward. 
 
David Burdick: Okay, that will be all.  Thank you.  I do appreciate it. 
 
David Burke: No problem. 
 
Operator: Once again as a reminder, if you would like to ask a question, it is star, one.   
 
Our next question comes from Mark Smith with Feltl & Company.  Please go ahead. 
 
Mark Smith: Hi, guys. 
 
David Burke: Hi, Mark. 
 
Mark Smith: First up, can you speak to Bagger Dave's average weekly sales?  You know, were those up 
due purely to the closures of restaurants last year, or did you see some actual comp growth in those 
units? 
 
David Burke: It's predominantly as a result of the comparison to stores that we closed, underperforming 
stores that we closed last year. 
 
Mark Smith: Okay.  Then just looking at restaurant level margins, can you call out or provide more 
insight, really what helped or hurt in your restaurant level margins through the quarter? 
 
David Burke: Sure.  On the highest levels, obviously commodity costs were favorable, just as a general 
basket.  So that was beneficial to us, wing costs which is the biggest cost bucket we have for Buffalo Wild 
Wings and for the Company.  Although just a slightly lower than last year's quarter, they are trending 
higher.  Outside of that, we spent the entire year and last part of last year really on some cost reduction 
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initiatives taking place to really get some productivity gains in there, and we’re starting to see that.  I 
mean, despite some of the sales erosion, just due to the overall economy, we're maintaining margin and 
actually getting margin lift.  So we’re actually excited about where we're going with that right now. 
 
Mark Smith: Okay.  Then lastly from me, can you just speak to maybe in the past, impacts that you've 
seen from once the teams in your market going to the World Series and as we looked at seven games of 
World Series, one of them being one of your markets and a really highly viewed World Series, any 
potential impacts from that? 
 
David Burke: Yes, you're referring to the Cubs? 
 
Mark Smith: Yes. 
 
David Burke: We have stores in downtown Chicago and then we have stores in the surrounding market 
in Northwest Indiana, so yes, it's definitely helpful.  There's no question about it.  The Cubs didn't make it 
that far last year, so you’ll see an impact as a result of that.  As you spread it across the quarter, 
obviously it gets diluted a little bit, but from a year-over-year standpoint and that week in particular, that 
market definitely provided a very positive lift for us and particularly because it went seven games. 
 
Mark Smith: Do the St. Louis fans watch the Cubs in the World Series? 
 
David Burke: Ironically enough I was in St. Louis the week before, when the Cubs were playing in a 
game prior to the World Series, I traveled around there, and there was quite a few Cubs fans in the 
stores.  Some were there watching, but they are actually some Cubs fans as you get over to the Illinois 
side of things. 
 
Mark Smith: Excellent, thank you. 
 
Operator: Thank you.  This does conclude the question-and-answer session.  I'd now like to turn the floor 
back over to Management for any closing comments. 
 
David Burke: I want to just thank everybody for joining this evening, looking forward to this fourth quarter 
and further communication. 
 
Operator: This concludes tonight's teleconference, thank you for your participation.  You may disconnect 
your lines at this time. 
 


