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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

PANERA BREAD COMPANY
CONSOLIDATED BALANCE SHEETS

(unaudited)
(in thousands, except share and per share information)

ASSETS
Current assets:

Cash and cash equivalents
Trade accounts receivable, net
Other accounts receivable
Inventories
Prepaid expenses and other
Deferred income taxes

Total current assets
Property and equipment, net
Other assets:

Goodwill
Other intangible assets, net
Deposits and other

Total other assets
Total assets

LIABILITIES
Current liabilities:

Accounts payable
Accrued expenses

Total current liabilities
Deferred rent
Deferred income taxes
Other long-term liabilities

Total liabilities
Commitments and contingencies (Note 9)

STOCKHOLDERS’ EQUITY
Common stock, $.0001 par value per share:

Class A, 112,500,000 shares authorized; 30,289,893 issued and 28,269,723
outstanding at September 27, 2011; and 30,125,936 issued and 29,006,844
outstanding at December 28, 2010
Class B, 10,000,000 shares authorized; 1,389,087 issued and outstanding at
September 27, 2011 and 1,391,607 at December 28, 2010

Treasury stock, carried at cost; 2,020,170 shares at September 27, 2011 and
1,119,092 shares at December 28, 2010
Preferred stock, $.0001 par value per share; 2,000,000 shares authorized and no
shares issued or outstanding at September 27, 2011 and December 28, 2010
Additional paid-in capital
Accumulated other comprehensive income
Retained earnings

Total stockholders’ equity
Total liabilities and stockholders’ equity

September 27, 2011
 
 
$ 180,897

25,026
25,905
15,242
33,699
17,686

298,455
471,867

 
108,054
68,891
7,274

184,219
$ 954,541
 
 
$ 9,512

204,489
214,001
51,490
32,154
42,409

340,054

 
 

3

—

(172,637)

—
145,160

314
641,647
614,487

$ 954,541

December 28, 2010
 
 
$ 229,299

20,378
17,962
14,345
23,905
24,796

330,685
444,094

 
94,442
48,402
6,958

149,802
$ 924,581
 
 
$ 7,346

204,170
211,516
47,974
30,264
39,219

328,973

 
 

3

—

(78,990)

—
130,005

275
544,315
595,608

$ 924,581

The accompanying notes are an integral part of the consolidated financial statements.
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PANERA BREAD COMPANY
CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)
(in thousands, except per share information)

 

 
Revenues:

Bakery-cafe sales, net
Franchise royalties and fees
Fresh dough and other product sales to franchisees

Total revenues
Costs and expenses:

Bakery-cafe expenses:
Cost of food and paper products
Labor
Occupancy
Other operating expenses

Total bakery-cafe expenses
Fresh dough and other product cost of sales to
franchisees
Depreciation and amortization
General and administrative expenses
Pre-opening expenses

Total costs and expenses
Operating profit
Interest expense
Other (income) expense, net
Income before income taxes
Income taxes

Net income
Less: net loss attributable to noncontrolling interest

Net income attributable to Panera Bread Company
Earnings per common share attributable to Panera
Bread Company:

Basic
Diluted

Weighted average shares of common and common
equivalent shares outstanding:

Basic
Diluted

For the 13 Weeks Ended
September 27,

2011
 
$ 397,271

22,677
33,139

453,087
 
 

119,518
121,418
29,763
55,303

326,002

29,283
20,068
28,844
1,283

405,480
47,607

194
837

46,576
17,728
28,848

—
$ 28,848

 
$ 0.98
$ 0.97

 
29,548
29,829

September 28,
2010

 
$ 315,231

21,521
35,242

371,994
 
 

89,869
103,192
25,071
45,786

263,918

30,272
16,300
24,297
1,211

335,998
35,996

165
(540)

36,371
13,656
22,715

(82)
$ 22,797

 
$ 0.75
$ 0.75

 
30,273
30,534

For the 39 Weeks Ended
September 27,

2011
 
$ 1,157,375

68,281
100,611

1,326,267
 
 

342,976
354,394
84,680

157,371
939,421

85,932
58,869
80,516
3,816

1,168,554
157,713

616
(143)

157,240
59,908
97,332

—
$ 97,332

 
$ 3.27
$ 3.24

 
29,756
30,067

September 28,
2010

 
$ 950,155

64,025
100,148

1,114,328
 
 

270,894
306,905
74,112

129,244
781,155

82,909
50,224
73,414
2,367

990,069
124,259

498
2,776

120,985
45,774
75,211

(131)
$ 75,342

 
$ 2.44
$ 2.42

 
30,879
31,193

The accompanying notes are an integral part of the consolidated financial statements. 
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PANERA BREAD COMPANY
CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
(in thousands)

 
 
Cash flows from operations:

Net income
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization
Stock-based compensation expense
Tax benefit from exercise of stock options
Deferred income taxes
Other

Changes in operating assets and liabilities, excluding the effect of acquisitions:
Trade and other accounts receivable, net
Inventories
Prepaid expenses
Deposits and other
Accounts payable
Accrued expenses
Deferred rent
Other long-term liabilities

Net cash provided by operating activities
Cash flows from investing activities:

Additions to property and equipment
Acquisitions, net of cash acquired
Proceeds from sale of bakery-cafes

Net cash used in investing activities
Cash flows from financing activities:

Repurchase of common stock
Exercise of employee stock options
Tax benefit from exercise of stock options
Proceeds from issuance of common stock under employee benefit plans

Net cash used in financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

For the 39 Weeks Ended
September 27, 2011

 
$ 97,332
 

58,869
7,506

(3,934)
9,000
2,207

 
(12,591)

(409)
(9,794)

(316)
2,166

(4,562)
3,516

803
149,793

 
(67,935)
(44,377)

115
(112,197)

 
(93,647)

2,183
3,934
1,532

(85,998)
(48,402)
229,299

$ 180,897

September 28, 2010
 
$ 75,211
 

50,224
7,112

(5,950)
(6,552)

497
 

(3,806)
246

(9,125)
(398)

2,833
29,283
3,513

11,080
154,168

 
(49,297)

—
2,204

(47,093)
 

(153,376)
24,327
5,950
1,364

(121,735)
(14,660)
246,400

$ 231,740

The accompanying notes are an integral part of the consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Note 1.  Summary of Significant Accounting Policies

Basis of Presentation and Principles of Consolidation

The unaudited consolidated financial statements of Panera Bread Company and its subsidiaries (the “Company”) have been 
prepared in accordance with generally accepted accounting principles in the United States (“GAAP”), under the rules and regulations 
of the United States Securities and Exchange Commission (the “SEC”), and on a basis substantially consistent with the audited 
consolidated financial statements of the Company as of and for the fiscal year ended December 28, 2010.  These unaudited 
consolidated financial statements should be read in conjunction with such audited consolidated financial statements, which are 
included in the Company’s Annual Report on Form 10-K for the fiscal year ended December 28, 2010 as filed with the SEC on 
February 22, 2011.  The unaudited consolidated financial statements consist of the accounts of Panera Bread Company and its 
wholly owned direct and indirect subsidiaries. All intercompany balances and transactions have been eliminated in consolidation.  
The Consolidated Balance Sheet data as of December 28, 2010 was derived from audited financial statements, but does not include 
all disclosures required by GAAP.

The unaudited consolidated financial statements include all adjustments (consisting of normal recurring adjustments and accruals) 
that management considers necessary for a fair statement of its financial position and results of operations for the interim periods 
presented. Interim results are not necessarily indicative of the results for any other interim period or for the entire fiscal year.

Recent Accounting Pronouncements

On December 30, 2009, the Company adopted the updated guidance issued by the Financial Accounting Standards Board (“FASB”)  
related to fair value measurements and disclosures, which requires a reporting entity to separately disclose the amounts of significant 
transfers in and out of Level 1 and Level 2 fair value measurements and to describe the reasons for the transfers.  The updated 
guidance also requires that an entity provide fair value measurement disclosures for each class of assets and liabilities and disclosures 
about the valuation techniques and inputs used to measure fair value for both recurring and non-recurring Level 2 and Level 3 fair 
value measurements.  This guidance was effective for interim or annual financial reporting periods beginning after December 15, 
2009.  The adoption of this updated guidance did not have an impact on the Company’s consolidated financial position or results 
of operations.  In addition, the updated guidance requires that in the reconciliation for fair value measurements using significant 
unobservable inputs, or Level 3 fair value measurements, a reporting entity separately disclose information about purchases, sales, 
issuances and settlements on a gross basis rather than as one net number.  This guidance was effective for interim or annual financial 
reporting periods beginning after December 15, 2010.  The adoption of this updated guidance did not have an impact on the 
Company’s consolidated financial position or results of operations.

In September 2011, the FASB updated its guidance on the annual testing of goodwill for impairment to allow companies to first 
assess qualitative factors to determine whether it is more likely than not that the fair value of a reporting unit is less than its carrying 
amount as a basis for determining whether it is necessary to perform the two-step goodwill impairment test required under current 
accounting standards.  The updated guidance is applicable to goodwill impairment tests performed for fiscal years beginning after 
December 15, 2011, with early adoption permitted.  The adoption of this updated guidance is not expected to have a material 
impact on the Company's consolidated financial position or results of operations. 
 
Note 2.  Business Combinations and Divestitures

Indiana Franchisee Acquisition

On July 26, 2011, the Company purchased substantially all the assets and certain liabilities of five Paradise Bakery & Café 
(“Paradise”) bakery-cafes and the related area development rights from an Indiana franchisee for a purchase price of approximately 
$5.1 million.  Approximately $4.6 million of the purchase price was paid on July 26, 2011, with $0.5 million retained by the 
Company for certain holdbacks.  The holdbacks are primarily for certain indemnifications and expire on the second anniversary 
of the transaction closing date, July 26, 2013, with any remaining holdback amounts reverting to the prior franchisee.  As a result 
of the acquisition, the Company gained control of the five bakery-cafes and further expanded Company-owned operations into 
Indiana.  The Consolidated Statements of Operations include the results of operations from these five bakery-cafes from the date 
of their acquisition.

The Company allocated the purchase price to the tangible and intangible assets acquired in the acquisition at their estimated fair 
values with the remainder allocated to tax deductible goodwill as follows: $0.1 million to inventories, $1.3 million to property 
and equipment, $1.3 million to intangible assets, which represents the fair value of re-acquired territory rights and favorable lease 
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agreements, $0.7 million to liabilities, and $3.1 million to goodwill.  The fair value measurement of tangible and intangible assets 
and liabilities as of the acquisition date is based on significant inputs not observed in the market and thus represents a Level 3 
measurement. 

Goodwill recorded in connection with this acquisition is attributable to the workforce of the acquired bakery-cafes and synergies 
expected to arise from cost savings opportunities.  All of the recorded goodwill is anticipated to be tax deductible and is included 
in the Company Bakery-Cafe Operations segment.

Milwaukee Franchisee Acquisition

On April 19, 2011 the Company purchased substantially all the assets and certain liabilities of 25 bakery-cafes and the related area 
development rights from a Milwaukee franchisee for a purchase price of approximately $41.9 million.  Approximately $39.8 
million of the purchase price was paid on April 19, 2011, with $2.1 million retained by the Company for certain holdbacks.  The 
holdbacks are primarily for certain indemnifications and expire on the 18 month anniversary of the transaction closing date, 
October 19, 2012, with any remaining holdback amounts reverting to the prior franchisee.  As a result of the acquisition, the 
Company gained control of the 25 bakery-cafes and expanded Company-owned operations into Wisconsin.  The Consolidated 
Statements of Operations include the results of operations from the operating bakery-cafes from the date of the acquisition.

The acquired business contributed revenues of $26.4 million and net income of approximately $0.2 million for the period from 
April 20, 2011 through September 27, 2011.  The following supplemental pro forma information is presented for comparative 
purposes and does not purport to be indicative of what would have occurred had the acquisition been made on December 30, 2009, 
nor are they indicative of any future results (in thousands):

 
 
 
Bakery-cafe sales, net
Net income

Pro Forma for the Fiscal Period Ended
For the 13 Weeks Ended

September 28, 2010
$ 327,815

22,928

For the 39 Weeks Ended
September 27, 2011

$ 1,195,128
97,720

September 28, 2010
$ 987,908

75,733

The pro forma amounts included in the table above reflect the application of the Company’s accounting policies and adjustment 
of the results of the Milwaukee bakery-cafes to reflect the additional depreciation and amortization that would have been charged 
assuming the fair value adjustments to property and equipment and intangible assets had been applied from December 30, 2009, 
together with the consequential tax impacts. 

The Company allocated the purchase price to the tangible and intangible assets acquired in the acquisition at their estimated fair 
values with the remainder allocated to tax deductible goodwill as follows: $0.4 million to inventories, $9.3 million to property 
and equipment, $23.3 million to intangible assets, which represents the fair value of re-acquired territory rights and favorable lease 
agreements, $1.7 million to liabilities, and $10.6 million to goodwill.  The fair value measurement of tangible and intangible assets 
and liabilities as of the acquisition date is based on significant inputs not observed in the market and thus represents a Level 3 
measurement. 

Goodwill recorded in connection with this acquisition is attributable to the workforce of the acquired bakery-cafes and synergies 
expected to arise from cost savings opportunities.  All of the recorded goodwill is anticipated to be tax deductible and is included 
in the Company Bakery-Cafe Operations segment.

Texas Divestiture

On February 9, 2011, the Company sold substantially all of the assets of two Paradise bakery-cafes to an existing Texas franchisee 
for a sales price of approximately $0.1 million, resulting in a nominal gain, which is classified in other (income) expense, net in 
the Consolidated Statements of Operations.

New Jersey Franchisee Acquisition

On September 29, 2010 the Company purchased substantially all of the assets and certain liabilities of 37 bakery-cafes and the 
related area development rights from a New Jersey franchisee for a purchase price of approximately $55.0 million.  Approximately 
$52.2 million of the purchase price was paid on September 29, 2010, with $2.8 million retained by the Company for certain 
holdbacks.  The holdbacks are primarily for certain indemnifications and expire on the first anniversary of the transaction closing 
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date, September 29, 2011, with any remaining holdback amounts reverting to the prior franchisee.  As a result of the acquisition, 
the Company gained control of the 37 bakery-cafes and expanded Company-owned operations into New Jersey.  The Consolidated 
Statements of Operations include the results of operations from the operating bakery-cafes from the date of the acquisition.

The following supplemental pro forma information is presented for comparative purposes and does not purport to be indicative 
of what would have occurred had the acquisition been made on December 30, 2009, nor are they indicative of any future results 
(in thousands):

 

Bakery-cafe sales, net
Net income

Pro Forma for the Fiscal Period Ended
For the 13 Weeks Ended

September 28, 2010
$ 336,380

23,169

For the 39 Weeks Ended
September 28, 2010

$ 1,014,156
77,022

The pro forma amounts included in the table above reflect the application of the Company’s accounting policies and adjustment 
of the results of the New Jersey bakery-cafes to reflect the additional depreciation and amortization that would have been charged 
assuming the fair value adjustments to property and equipment and intangible assets had been applied from December 30, 2009, 
together with the consequential tax impacts. 

The Company allocated the purchase price to the tangible and intangible assets acquired in the acquisition at their estimated fair 
values with the remainder allocated to tax deductible goodwill as follows: $0.5 million to inventories, $19.9 million to property 
and equipment, $31.2 million to intangible assets, which represents the fair value of re-acquired territory rights and favorable lease 
agreements, $1.2 million to liabilities, and $4.6 million to goodwill.  The fair value measurement of tangible and intangible assets 
and liabilities as of the acquisition date is based on significant inputs not observed in the market and thus represents a Level 3 
measurement. 

Goodwill recorded in connection with this acquisition is attributable to the workforce of the acquired bakery-cafes and synergies 
expected to arise from cost savings opportunities.  All of the recorded goodwill is anticipated to be tax deductible and is included 
in the Company Bakery-Cafe Operations segment.

Alabama Divestiture

On April 27, 2010, the Company sold substantially all of the assets of three bakery-cafes and the area development rights for 
Mobile, Alabama to an existing franchisee for a sales price of approximately $2.2 million, resulting in a gain of approximately 
$0.6 million, which was classified in other (income) expense, net in the Consolidated Statements of Operations.

Canada Franchisee Acquisition

On September 10, 2008, the Company’s Canadian subsidiary, Panera Bread ULC, as lender, entered into a Cdn. $3.5 million 
secured revolving credit facility agreement and franchise agreements with Millennium Bread Inc. (“Millennium”) and certain of 
Millennium’s present and future subsidiaries (the “Franchise Guarantors”), pursuant to which Millennium would operate three 
Panera Bread bakery-cafes in Ontario, Canada.

On March 30, 2010, PB Biscuit, ULC (“PB Biscuit”) was formed by Panera Bread ULC through the contribution of its Cdn. $3.5 
million note receivable from Millennium and cash. On March 31, 2010, PB Biscuit acquired certain assets and liabilities and the 
operations of Millennium’s three Panera Bread bakery-cafes.  In exchange for the bakery-cafe operations and certain assets and 
liabilities, PB Biscuit assigned the Cdn. $3.5 million note receivable to and issued noncontrolling interest to Millennium at a fair 
value of Cdn. $0.6 million (28.5 percent ownership of PB Biscuit’s voting shares), for a total consideration of Cdn. $4.1 million, 
subject to certain closing adjustments.  The Consolidated Statements of Operations include the results of operations from the 
operating bakery-cafes from the date of the acquisition.  This non-cash transaction is excluded from the Consolidated Statements 
of Cash Flows for the thirty-nine weeks ended September 28, 2010.  The pro forma impact of the acquisition on prior periods is 
not presented, as the impact was not material to reported results.  The Company allocated the purchase price to the tangible and 
intangible assets acquired in the acquisition at their estimated fair values with the remainder allocated to tax deductible goodwill 
as follows: Cdn. $2.3 million to property and equipment, Cdn. $0.5 million of net assumed current liabilities, and Cdn. $2.3 million 
to goodwill.

On December 28, 2010, the Company purchased the remaining noncontrolling interest of Millennium for Cdn. $0.7 million.  The 
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transaction was accounted for as an equity transaction, by adjusting the carrying amount of the noncontrolling interest balance to 
reflect the change in the Company’s ownership interest in Millennium, with the difference between fair value of the consideration 
paid and the amount by which the noncontrolling interest was adjusted recognized in equity attributable to the Company.

Other

Effective June 30, 2011, the franchise agreements for 13 franchise-operated Paradise bakery-cafes in the Denver and Portland 
markets were mutually terminated and the aforementioned cafes de-identified from the Paradise brand.  The de-identified bakery-
cafes no longer display the Paradise name or resemblance, nor do they retain any operating relationships with the Company.

Note 3. Stockholders’ Equity

The following tables illustrate the changes in stockholders’ equity for the thirty-nine weeks ended September 27, 2011 and 
September 28, 2010, respectively (in thousands):

 

Balance, December 29, 2009

Comprehensive income:

Net income (loss)

Other comprehensive income:

Foreign currency translation adjustment

Total other comprehensive income

Comprehensive income

Noncontrolling interest in PB Biscuit

Issuance of common stock

Exercise of employee stock options

Stock-based compensation expense

Repurchase of common stock

Tax benefit from exercise of stock options

Balance, September 28, 2010

Balance, December 28, 2010

Comprehensive income:

Net income

Other comprehensive income:

Foreign currency translation adjustment

Total other comprehensive income

Comprehensive income

Issuance of common stock

Exercise of employee stock options

Stock-based compensation expense

Repurchase of common stock

Tax benefit from exercise of stock options

Balance, September 27, 2011

Total

$ 597,036

 

75,211

 

47

47

75,258

630

1,364

24,327

7,112

(153,376)

5,950

$ 558,301

$ 595,608

 

97,332

 

39

39

97,371

1,532

2,183

7,506

(93,647)

3,934

$ 614,487

Comprehensive

Income

 

 

$ 75,211

 

47

47

$ 75,258

 

 

 

 

 

 

 

 

 

$ 97,332

 

39

39

$ 97,371

 

 

 

 

 

 

Common Stock

Class A

$ 3

 

—

 

—

 

 

—

—

—

—

—

—

$ 3

$ 3

 

—

 

—

 

 

—

—

—

—

—

$ 3

Class B

$ —

 

—

 

—

 

 

—

—

—

—

—

—

$ —

$ —

 

—

 

—

 

 

—

—

—

—

—

$ —

Treasury

Stock

$ (3,928)

 

—

 

—

 

 

—

—

—

—

(74,946)

—

$ (78,874)

$ (78,990)

 

—

 

—

 

 

—

—

—

(93,647)

—

$ (172,637)

Additional

Paid-In

Capital

$ 168,288

 

—

 

—

 

 

—

1,364

24,327

7,112

(78,430)

5,950

$ 128,611

$ 130,005

 

—

 

—

 

 

1,532

2,183

7,506

—

3,934

$ 145,160

Retained

Earnings

$ 432,449

 

75,342

 

—

 

 

—

—

—

—

—

—

$ 507,791

$ 544,315

 

97,332

 

—

 

 

—

—

—

—

—

$ 641,647

Accumulated

Other

Comprehensive

Income

$ 224

 

—

 

47

 

 

—

—

—

—

—

—

$ 271

$ 275

 

—

 

39

 

 

—

—

—

—

—

$ 314

Noncontroliing

Interest

$ —

 

(131)

 

—

 

 

630

—

—

—

—

—

$ 499

$ —

 

—

 

—

 

 

—

—

—

—

—

$ —

Note 4.  Fair Value Measurements

The Company’s $17.5 million and $44.5 million in cash equivalents at September 27, 2011 and December 28, 2010, respectively, 
were carried at fair value in the Consolidated Balance Sheets based on quoted market prices for identical securities (Level 1 inputs).
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Note 5. Inventories

Inventories consisted of the following (in thousands):

Food:
Fresh dough facilities:

Raw materials
Finished goods

Bakery-cafes:
Raw materials

Paper goods
Total

September 27, 2011
 
 
$ 2,661

430

9,741
2,410

$ 15,242

December 28, 2010
 
 
$ 2,338

261

8,780
2,966

$ 14,345

Note 6. Goodwill

The following is a reconciliation of the beginning and ending balances of the Company’s goodwill by reportable segment at 
September 27, 2011 (in thousands):

Balance, December 28, 2010
Acquisitions
Currency translation
Balance, September 27, 2011

Company Bakery-
Cafe Operations

$ 90,813
13,657

(45)
$ 104,425

Franchise
Operations

$ 1,934
—
—

$ 1,934

Fresh Dough
Operations

$ 1,695
—
—

$ 1,695

Total
$ 94,442

13,657
(45)

$ 108,054

Goodwill increased $13.6 million during the thirty-nine weeks ended September 27, 2011, primarily as a result of the Milwaukee 
and Indiana franchisee acquisitions discussed in Note 2.

Note 7. Accrued Expenses

Accrued expenses consisted of the following (in thousands):

Compensation and related employment taxes
Unredeemed gift cards
Insurance
Capital expenditures
Taxes, other than income tax
Advertising
Rent
Deferred purchase price
Loyalty program
Fresh dough and other product operations
Utilities
Deferred revenue
Litigation settlement (Note 9)
Other
Total

September 27, 2011
$ 49,970

37,900
23,109
19,311
17,540
8,143
6,839
5,334
5,323
5,028
3,963
3,803

—
18,226

$ 204,489

December 28, 2010
$ 43,788

47,716
20,212
13,057
16,281
9,866
7,084
5,040
4,280
5,071
3,547
1,962
7,125

19,141
$ 204,170

Note 8. Credit Facility

The Company and certain of its direct and indirect subsidiaries, as guarantors, are parties to an amended and restated credit 
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agreement (the “Amended and Restated Credit Agreement”) with Bank of America, N.A. and other lenders party thereto, which 
provides for a secured revolving credit facility of $250.0 million to be used for general corporate purposes, including working 
capital, capital expenditures, permitted acquisitions, and share repurchases.  The Amended and Restated Credit Agreement, which 
is collateralized by the capital stock of the Company’s present and future material subsidiaries, will become due on March 7, 2013, 
subject to acceleration upon certain specified events of default.

As of September 27, 2011 and September 28, 2010, the Company had no balance outstanding under the Amended and Restated 
Credit Agreement.  The Company incurred $0.1 million of commitment fees for each of the thirteen weeks ended September 27, 
2011 and September 28, 2010, respectively, and $0.3 million for the thirty-nine weeks ended September 27, 2011 and September 28, 
2010, respectively.  Accrued interest related to the commitment fees was $0.2 million and $0.1 million at September 27, 2011 and 
December 28, 2010, respectively.  As of September 27, 2011, the Company was in compliance with all covenants included in the 
Amended and Restated Credit Agreement.

Note 9. Commitments and Contingencies

Lease Obligations

As of September 27, 2011, the Company guaranteed operating leases of 26 franchisee or affiliate locations, which the Company 
accounted for in accordance with the accounting standard for guarantees.  These leases have terms expiring on various dates from 
October 31, 2011 to December 31, 2023 and a potential amount of future rental payments of approximately $22.6 million as of 
September 27, 2011.  The obligations under these leases generally decrease over time as these operating leases expire.  The 
Company has not recorded a liability for certain of these guarantees as they arose prior to the implementation of the accounting 
standard for guarantees and, unless modified, are exempt from its requirements.  The Company has not recorded a liability for 
those guarantees issued after the effective date of this accounting standard because the fair value of each such lease guarantee was 
determined by the Company to be insignificant based on an analysis of the facts and circumstances of each such lease and each 
such franchisee’s performance, and the Company did not believe it was probable it would be required to perform under any 
guarantees at the time the guarantees were issued.  The Company has not had to make any payments related to any of these 
guaranteed leases.  The applicable franchisees or affiliates have primary liability for these operating leases.  

Legal Proceedings

On January 25, 2008 and February 26, 2008, purported class action lawsuits were filed against the Company and three of the 
Company’s current or former executive officers by the Western Washington Laborers-Employers Pension Trust and Sue Trachet, 
respectively, on behalf of investors who purchased the Company’s common stock during the period between November 1, 2005 
and July 26, 2006.  Both lawsuits were filed in the United States District Court for the Eastern District of Missouri, St. Louis 
Division.  Each complaint alleged that the Company and the other defendants violated Sections 10(b) and 20(a) of the Securities 
Exchange Act of 1934, as amended (the “Exchange Act”), and Rule 10b-5 under the Exchange Act in connection with the Company’s 
disclosure of system-wide net sales and earnings guidance during the period from November 1, 2005 through July 26, 2006.  Each 
complaint sought, among other relief, class certification of the lawsuit, unspecified damages, costs and expenses, including 
attorneys’ and experts’ fees, and such other relief as the Court might find just and proper.  On June 23, 2008, the lawsuits were 
consolidated and the Western Washington Laborers-Employers Pension Trust was appointed lead plaintiff.  On August 7, 2008, 
the plaintiff filed an amended complaint, which extended the class period to November 1, 2005 through July 26, 2007.  Following 
the filing of motions by both parties and hearings before the Court, on February 11, 2011, the parties filed with the Court a 
Stipulation of Settlement regarding the class action lawsuit.  Under the terms of the Stipulation of Settlement, the Company’s 
primary directors and officers liability insurer deposited $5.7 million into a settlement fund for payment to class members, plaintiff’s 
attorneys’ fees and costs of administering the settlement.  The Stipulation of Settlement contains no admission of wrongdoing.  
On June 22, 2011, the Court granted final approval of the settlement and entered an order dismissing the class action lawsuit with 
prejudice. The settlement and dismissal became final on July 22, 2011.  

On February 22, 2008, a shareholder derivative lawsuit was filed against the Company as nominal defendant and against certain 
of its current or former officers and certain current directors.  The lawsuit was filed by Paul Pashcetto in the Circuit Court of St. 
Louis, Missouri.  The complaint alleged, among other things, breach of fiduciary duty, abuse of control, waste of corporate assets 
and unjust enrichment between November 5, 2006 and February 22, 2008.  The complaint sought, among other relief, unspecified 
damages, costs and expenses, including attorneys’ fees, an order requiring the Company to implement certain corporate governance 
reforms, restitution from the defendants and such other relief as the Court might find just and proper.  Following the filing of 
motions by both parties and hearings before the Court, on February 22, 2011, the parties filed with the Court a Stipulation of 
Settlement regarding the shareholder derivative lawsuit.  Under the terms of the Stipulation of Settlement, the Company agreed, 
among other things, to implement and maintain certain corporate governance additions, modifications and/or formalizations, and 
its insurer paid plaintiff’s attorneys’ fees and expenses of $1.4 million.  The Stipulation of Settlement contains no admission of 
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wrongdoing.  On April 8, 2011, the Court granted final approval of the settlement and entered an order dismissing the shareholder 
derivative lawsuit with prejudice.  The settlement and dismissal became final on May 8, 2011.  

On December 9, 2009, a purported class action lawsuit was filed against the Company and one of its subsidiaries by Nick Sotoudeh, 
a former employee of a subsidiary of the Company.  The lawsuit was filed in the California Superior Court, County of Contra 
Costa.  On April 22, 2011, the complaint was amended to add another former employee, Gabriela Brizuela, as a plaintiff.  The 
complaint alleges, among other things, violations of the California Labor Code, failure to pay overtime, failure to provide meal 
and rest periods and termination compensation and violations of California’s Unfair Competition Law.  The complaint seeks, 
among other relief, collective and class certification of the lawsuit, unspecified damages, costs and expenses, including attorneys’ 
fees, and such other relief as the Court might find just and proper.  The Company believes it and its subsidiary have meritorious 
defenses to each of the claims in this lawsuit and the Company is prepared to vigorously defend the lawsuit. There can be no 
assurance, however, that the Company will be successful, and an adverse resolution of the lawsuit could have a material adverse 
effect on the Company’s consolidated financial position and results of operations in the period in which the lawsuit is resolved.  

On December 16, 2010, a purported class action lawsuit was filed against the Company and one of its subsidiaries by Denarius 
Lewis, Caroll Ruiz, and Corey Weiner, former employees of a subsidiary of the Company.  The lawsuit was filed in the United 
States District Court for Middle District of Florida.  The complaint alleges, among other things, violations of the Fair Labor 
Standards Act.  The complaint seeks, among other relief, collective, and class certification of the lawsuit, unspecified damages, 
costs and expenses, including attorneys’ fees and such other relief as the Court might find just and proper.  The Company believes 
it and the other defendant have meritorious defenses to each of the claims in this lawsuit and the Company is prepared to vigorously 
defend the lawsuit.  There can be no assurance, however, that the Company will be successful, and an adverse resolution of the 
lawsuit could have a material adverse effect on the Company’s consolidated financial position and results of operations in the 
period in which the lawsuit is resolved.  

On July 22, 2011, a purported class action lawsuit was filed against the Company and one of its subsidiaries by David Carter, a 
former employee of a subsidiary of the Company, and Nikole Benavides, a purported former employee of one of the Company's 
franchisees.  The lawsuit was filed in the California Superior Court, County of San Bernardino.  The complaint alleges, among 
other things, violations of the California Labor Code, failure to pay overtime, failure to provide meal and rest periods and termination 
compensation and violations of California's Unfair Competition Law.  The complaint seeks, among other relief, collective and 
class certification of the lawsuit, unspecified damages, costs and expenses, including attorneys' fees, and such other relief as the 
Court might find just and proper.  The Company believes it and the other defendant have meritorious defenses to each of the claims 
in this lawsuit and the Company is prepared to vigorously defend the claims asserted against the Company and its subsidiary.  
There can be no assurance, however, that the Company will be successful, and an adverse resolution of the lawsuit could have a 
material adverse effect on the Company's consolidated financial position and results of operations in the period in which the lawsuit 
is resolved. 

In addition, the Company is subject to other routine legal proceedings, claims, and litigation in the ordinary course of its business.  
Defending lawsuits requires significant management attention and financial resources and the outcome of any litigation, including 
the matters described above, is inherently uncertain.  The Company does not, however, currently expect that the costs to resolve 
these matters individually and in the aggregate will have a material adverse effect on its consolidated financial position, results 
of operations, or cash flows. 

Other

The Company is subject to on-going federal and state income tax audits and sales tax audits and any unfavorable rulings could 
materially and adversely affect its consolidated financial condition or results of operations.  The Company believes reserves for 
these matters are adequately provided for in its consolidated financial statements. 

Note 10. Business Segment Information

The Company operates three business segments.  The Company Bakery-Cafe Operations segment is comprised of the operating 
activities of the bakery-cafes owned directly and indirectly by the Company. The Company-owned bakery-cafes conduct business 
under the Panera Bread®, Saint Louis Bread Co.® or Paradise Bakery & Café® names. These bakery-cafes offer some or all of 
the following: fresh baked goods, made-to-order sandwiches on freshly baked breads, soups, salads, custom roasted coffees, and 
other complementary products through on-premise sales, as well as catering.

The Franchise Operations segment is comprised of the operating activities of the franchise business unit which licenses qualified 
operators to conduct business under the Panera Bread or Paradise Bakery & Café names and also monitors the operations of these 
bakery-cafes. Under the terms of most of the agreements, the licensed operators pay royalties and fees to the Company in return 
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for the use of the Panera Bread or Paradise Bakery & Café names and other services.

The Fresh Dough and Other Product Operations segment supplies fresh dough, produce, tuna, cream cheese and indirectly supplies 
proprietary sweet goods items through a contract manufacturing arrangement, to Company-owned and franchise-operated bakery-
cafes. The fresh dough is sold to a number of Company-owned and franchise-operated bakery-cafes at a delivered cost generally 
not to exceed 27 percent of the retail value of the end product. The sales and related costs to the franchise-operated bakery-cafes 
are separately stated line items in the Consolidated Statements of Operations. The operating profit related to the sales to Company-
owned bakery-cafes is classified as a reduction of the costs in the cost of food and paper products in the Consolidated Statements 
of Operations.

Information related to the Company’s three business segments follows (in thousands):

 
 
Revenues:

Company bakery-cafe operations
Franchise operations
Fresh dough and other product operations
Intercompany sales eliminations

Total revenues
Segment profit:

Company bakery-cafe operations
Franchise operations
Fresh dough and other product operations

Total segment profit

Depreciation and amortization
Unallocated general and administrative expenses
Pre-opening expenses
Interest expense
Other (income) expense, net

Income before income taxes
Depreciation and amortization:

Company bakery-cafe operations
Fresh dough and other product operations
Corporate administration

Total depreciation and amortization
Capital expenditures:

Company bakery-cafe operations
Fresh dough and other product operations
Corporate administration

Total capital expenditures

For the 13 Weeks Ended
September 27, 2011

 
$ 397,271

22,677
68,064

(34,925)
$ 453,087
 
$ 71,269

21,104
3,856

$ 96,229

$ 20,068
27,271
1,283

194
837

$ 46,576
 
$ 17,195

1,690
1,183

$ 20,068
 
$ 17,936

1,106
1,911

$ 20,953

September 28, 2010
 
$ 315,231

21,521
64,181

(28,939)
$ 371,994
 
$ 51,313

19,966
4,970

$ 76,249

$ 16,300
22,742
1,211

165
(540)

$ 36,371
 
$ 13,420

1,855
1,025

$ 16,300
 
$ 20,212

2,800
2,492

$ 25,504

For the 39 Weeks Ended
September 27, 2011

 
$ 1,157,375

68,281
201,765

(101,154)
$ 1,326,267
 
$ 217,954

63,555
14,679

$ 296,188

$ 58,869
75,790
3,816

616
(143)

$ 157,240
 
$ 50,342

5,141
3,386

$ 58,869
 
$ 59,719

3,454
4,762

$ 67,935

September 28, 2010
 
$ 950,155

64,025
184,732
(84,584)

$ 1,114,328
 
$ 169,000

59,742
17,239

$ 245,981

$ 50,224
69,131
2,367

498
2,776

$ 120,985
 
$ 41,525

5,686
3,013

$ 50,224
 
$ 38,978

4,299
6,020

$ 49,297

Segment assets:
Company bakery-cafe operations
Franchise operations
Fresh dough and other product operations

Total segment assets
Unallocated trade and other accounts receivable
Unallocated property and equipment
Unallocated deposits and other
Other unallocated assets

Total assets

September 27, 2011
 
$ 652,193

7,794
45,616

$ 705,603
3,583

22,102
4,309

218,944
$ 954,541

December 28, 2010
 
$ 581,193

6,679
48,393

$ 636,265
9,409

19,798
4,549

254,560
$ 924,581
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“Unallocated trade and other accounts receivable” relates primarily to rebates and interest receivable, “unallocated property and 
equipment” relates primarily to corporate fixed assets, “unallocated deposits and other” relates primarily to insurance deposits, 
and “other unallocated assets” relates primarily to cash and cash equivalents and deferred income taxes.

Note 11. Earnings Per Share

The following table sets forth the computation of basic and diluted earnings per share (in thousands, except for per share data):

 

 

Amounts used for basic and diluted per share calculations:

Net income attributable to Panera Bread Company

Weighted average number of shares outstanding — basic
Effect of dilutive stock-based employee compensation
awards

Weighted average number of shares outstanding — diluted

Earnings per common share attributable to Panera Bread
Company:

Basic

Diluted

For the 13 Weeks Ended

September 27, 2011

 

$ 28,848

29,548

281

29,829

 

$ 0.98

$ 0.97

September 28, 2010

 

$ 22,797

30,273

261

30,534

 

$ 0.75

$ 0.75

For the 39 Weeks Ended

September 27, 2011

 

$ 97,332

29,756

311

30,067

 

$ 3.27

$ 3.24

September 28, 2010

 

$ 75,342

30,879

314

31,193

 

$ 2.44

$ 2.42

For each of the thirteen and thirty-nine ended September 27, 2011, weighted-average outstanding stock options, restricted stock, 
and stock-settled appreciation rights of less than 0.1 million shares, respectively, were excluded in calculating diluted earnings 
per share as the exercise price exceeded fair market value and the inclusion of such shares would have been antidilutive.

For each of the thirteen and thirty-nine ended September 28, 2010, weighted-average outstanding stock options, restricted stock, 
and stock-settled appreciation rights of less than 0.1 million shares, respectively, were excluded in calculating diluted earnings 
per share as the exercise price exceeded fair market value and the inclusion of such shares would have been antidilutive.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
 
Forward-Looking Statements

Matters discussed in this report and in our public disclosures, whether written or oral, relating to future events or our future 
performance, including any discussion, expressed or implied, of our anticipated growth, operating results, future earnings per 
share, plans, and objectives contain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 
and Section 21E of the Securities Exchange Act of 1934, or Exchange Act.  These statements are often identified by the words 
“believe”, “positioned”, “estimate”, “project”, “plan”, “goal”, “target”, “continue”, “intend”, “expect”, “future”, “anticipate”, and 
similar expressions, whether in the negative or the affirmative, that are not statements of historical fact.  These statements are not 
guarantees of future performance and involve certain risks, uncertainties, and assumptions that are difficult to predict. Our actual 
results and timing of certain events could differ materially from those anticipated in these forward-looking statements as a result 
of certain factors, including, but not limited to, those set forth under “Risk Factors” and elsewhere in this report and those discussed 
from time to time in our Securities and Exchange Commission reports, or SEC, including our Form 10-K for the year ended 
December 28, 2010 and our quarterly reports on Form 10-Q.  All forward-looking statements and the internal projections and 
beliefs upon which we base our expectations included in this report or other periodic reports represent our estimates as of the date 
made and should not be relied upon as representing our estimates as of any subsequent date.  While we may elect to update forward-
looking statements at some point in the future, we expressly disclaim any obligation to update any forward-looking statement to 
reflect events or circumstances that arise after the date such statement was made. 

General

Panera Bread Company and its subsidiaries are referred to as the “Company,” “Panera Bread,” or in the first person notation of 
“we,” “us,” and “our” in the following discussion.
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Our revenues are derived from Company-owned net bakery-cafe sales, fresh dough and other product sales to franchisees, and 
franchise royalties and fees. Fresh dough and other product sales to franchisees are primarily the sales of fresh dough, produce, 
tuna, and cream cheese to certain of our franchisees. Franchise royalties and fees include royalty income and franchise fees. The 
cost of food and paper products, labor, occupancy, and other operating expenses relate primarily to Company-owned net bakery-
cafe sales. The cost of fresh dough and other product sales to franchisees relates primarily to the sale of fresh dough, produce, 
tuna, and cream cheese to certain of our franchisees.  General and administrative, depreciation and amortization, and pre-opening 
expenses relate to all areas of revenue generation.

Use of Non-GAAP Measurements

We include in this report information on Company-owned, franchise-operated, and system-wide comparable net bakery-cafe sales 
percentages.  Company-owned comparable net bakery-cafe sales percentages are based on net sales from Company-owned bakery-
cafes included in our base store bakery-cafes.  Franchise-operated comparable net bakery-cafe sales percentages are based on net 
sales from franchised bakery-cafes, as reported by franchisees, that are included in our base store bakery-cafes. System-wide 
comparable net bakery-cafe sales percentages are based on net sales at Company-owned and franchise-operated bakery-cafes that 
are included in our base store bakery-cafes.  Acquired Company-owned and franchise-operated bakery-cafes and other restaurant 
or bakery-cafe concepts are included in our comparable net bakery-cafe sales percentages after we have acquired a 100 percent 
ownership interest and such acquisition occurred prior to the first day of our prior fiscal year.  Comparable net bakery-cafe sales 
exclude closed locations.

Comparable net bakery-cafe sales percentages are non-GAAP financial measures, which should not be considered in isolation or 
as a substitute for other measures of performance prepared in accordance with generally accepted accounting principles in the 
United States, or GAAP, and may not be equivalent to comparable net bakery-cafe sales as defined or used by other companies.  
We do not record franchise-operated net bakery-cafe sales as revenues.  However, royalty revenues are calculated based on a 
percentage of franchise-operated net bakery-cafe sales, as reported by franchisees.  We use franchise-operated and system-wide 
net sales information internally in connection with store development decisions, planning, and budgeting analyses. We believe 
franchise-operated and system-wide net sales information is useful in assessing consumer acceptance of our brand, facilitates an 
understanding of our financial performance and the overall direction and trends of net sales and operating income, helps us 
appreciate the effectiveness of our advertising and marketing initiatives, to which our franchisees also contribute based on a 
percentage of their net sales, and provides information that is relevant for comparison within the industry.

We also include in this report information on Company-owned, franchise-operated, and system-wide average weekly net sales.  
Average weekly net sales are calculated by dividing total net sales in the period by operating weeks in the period.  Accordingly, 
year-over-year results reflect net sales for all locations, whereas comparable net bakery-cafe sales exclude closed locations and 
are based on net sales from bakery-cafes included in our base store bakery-cafes.  New stores typically experience an opening 
“honeymoon” period during which they generate higher average weekly net sales in the first 12 to 16 weeks they are open as 
customers “settle-in” to normal usage patterns from initial trial of the location.  On average, the “settle-in” experienced is 5 percent 
to 10 percent less than the average weekly net sales during the “honeymoon” period.  As a result, year-over-year results of average 
weekly net sales are generally lower than the results in comparable net bakery-cafe sales.  This results from the relationship of 
the number of bakery-cafes in the “honeymoon” phase, the number of bakery-cafes in the “settle-in” phase, and the number of 
bakery-cafes in the comparable bakery-cafe base.

Executive Summary of Results

For the thirteen weeks ended September 27, 2011, we earned $0.97 per diluted share with the following performance on key 
metrics: system-wide comparable net bakery-cafe sales grew 4.4 percent compared to the thirteen weeks ended September 28, 
2010 (growth of 6.0 percent for Company-owned bakery-cafes and growth of 3.1 percent for franchise-operated bakery-cafes); 
system-wide average weekly net sales increased 3.6 percent to $43,337 ($43,148 for Company-owned bakery-cafes and $43,508 
for franchise-operated bakery-cafes); and 25 new bakery-cafes opened system-wide (eight Company-owned bakery-cafes and 17 
franchise-operated bakery-cafes) and 14 franchise-operated bakery-cafes closed, which included the de-identification of 13 
Paradise franchise-operated bakery cafes, as described in Note 2.  Our results for the thirteen weeks ended September 27, 2011 
of $0.97 per diluted share included a favorable impact of $0.01 per diluted share from the repurchase of 850,400 shares under our 
$600 million share repurchase authorization.  Additionally, during the third quarter of fiscal 2011, we acquired five bakery-cafes 
in the Indiana market from a franchisee, as described in Note 2.

For the thirteen weeks ended September 28, 2010, we earned $0.75 per diluted share with the following performance on key 
metrics: system-wide comparable bakery-cafe sales grew 6.9 percent compared to the thirteen weeks ended September 29, 2009 
(growth of 5.5 percent for Company-owned bakery-cafes and growth of 7.9 percent for franchise-operated bakery-cafes); system-
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wide average weekly sales increased 6.2 percent to $41,813 ($40,487 for Company-owned bakery-cafes and $42,797 for franchise-
operated bakery-cafes); and 22 new bakery-cafes opened system-wide (10 Company-owned bakery-cafes and 12 franchise-operated 
bakery-cafes).  Our results for the thirteen weeks ended September 28, 2010 of $0.75 per diluted share included a favorable impact 
of $0.01 per diluted share from the repurchase of 1,007,984 shares under our $600 million share repurchase authorization.

For the thirty-nine weeks ended September 27, 2011, we earned $3.24 per diluted share with the following performance on key 
metrics: system-wide comparable net bakery-cafe sales grew 3.9 percent compared to the thirty-nine weeks ended September 28, 
2010 (growth of 4.6 percent for Company-owned bakery-cafes and growth of 3.4 percent for franchise-operated bakery-cafes); 
system-wide average weekly net sales increased 3.2 percent to $43,569 ($43,274 for Company-owned bakery-cafes and $43,825 
for franchise-operated bakery-cafes); 72 new bakery-cafes opened system-wide (29 Company-owned bakery-cafes and 43 
franchise-operated bakery-cafes); and 21 bakery-cafes closed system-wide (three Company-owned bakery-cafe and 18 franchise-
operated bakery-cafe).  The 18 franchise-operated bakery-cafes closed included the de-identification of 13 Paradise franchise-
operated bakery-cafes, as described in Note 2.  Our results for the thirty-nine weeks ended September 27, 2011 of $3.24 per diluted 
share included a favorable impact of $0.01 per diluted share from the repurchase of 850,400 shares under our $600 million share 
repurchase authorization.  Additionally, during the thirty-nine weeks ended September 27, 2011, we acquired 25 bakery-cafes in 
the Milwaukee market and five bakery-cafes in the Indiana market from franchisees, as described in Note 2.

For the thirty-nine weeks ended September 28, 2010, we earned $2.42 per diluted share with the following performance on key 
metrics: system-wide comparable bakery-cafe sales grew 8.8 percent compared to the thirty-nine weeks ended September 29, 
2009 (growth of 8.3 percent for Company-owned bakery-cafes and growth of 9.1 percent for franchise-operated bakery-cafes); 
system-wide average weekly sales increased 8.1 percent to $42,210 ($41,121 for Company-owned bakery-cafes and $43,016 for 
franchise-operated bakery-cafes); 43 new bakery-cafes opened system-wide (21 Company-owned bakery-cafes and 22 franchise-
operated bakery-cafes); and two bakery-cafes closed system-wide (one Company-owned bakery-cafe and one franchise-operated 
bakery-cafe).  Our results for thirty-nine weeks ended September 28, 2010 of $2.42 per diluted share included a favorable impact 
of $0.04 per diluted share from the repurchase of 1,905,540 shares under our $600 million share repurchase authorization.  This 
favorable impact was offset by the negative impact of $0.05 per diluted share related to an on-going unclaimed property audit.

The following table sets forth the percentage relationship to total revenues, except where otherwise indicated, of certain items 
included in the Consolidated Statements of Operations for the periods indicated.  Percentages may not add due to rounding:

 
 
Revenues:

Bakery-cafe sales, net
Franchise royalties and fees
Fresh dough and other product sales to franchisees

Total revenues
Costs and expenses:

Bakery-cafe expenses (1):
Cost of food and paper products
Labor
Occupancy
Other operating expenses

Total bakery-cafe expenses
Fresh dough and other product cost of sales to franchisees (2)
Depreciation and amortization
General and administrative expenses
Pre-opening expenses

Total costs and expenses
Operating profit
Interest expense
Other (income) expense, net
Income before income taxes
Income taxes

Net income
Less: net loss attributable to noncontrolling interest

Net income attributable to Panera Bread Company

For the 13 Weeks Ended
September 27, 2011

 
87.7%
5.0
7.3

100.0%

30.1%
30.6
7.5

13.9
82.1
88.4
4.4
6.4
0.3

89.5
10.5

—
0.2

10.3
3.9
6.4
—
6.4%

September 28, 2010
 

84.7%
5.8
9.5

100.0%

28.5%
32.7
8.0

14.5
83.7
85.9
4.4
6.5
0.3

90.3
9.7
—

(0.1)
9.8
3.7
6.1
—
6.1%

For the 39 Weeks Ended
September 27, 2011

 
87.3%
5.1
7.6

100.0%

29.6%
30.6
7.3

13.6
81.2
85.4
4.4
6.1
0.3

88.1
11.9

—
—

11.9
4.5
7.3
—
7.3%

September 28, 2010
 

85.3%
5.7
9.0

100.0%

28.5%
32.3
7.8

13.6
82.2
82.8
4.5
6.6
0.2

88.8
11.2

—
0.2

10.9
4.1
6.7
—
6.8%

(1) As a percentage of Company net bakery-cafe sales. 
(2) As a percentage of fresh dough and other product sales to franchisees. 
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The following table sets forth certain information and other data relating to Company-owned and franchise-operated bakery-cafes for the periods indicated:

 
 
Number of bakery-cafes:

Company-owned:
Beginning of period
Bakery-cafes opened
Bakery-cafes closed
Bakery-cafes acquired from franchisees
Bakery-cafes sold to franchisees

End of period
Franchise-operated:

Beginning of period
Bakery-cafes opened
Bakery-cafes closed
Bakery-cafes sold to Company
Bakery-cafes purchased from Company

End of period
System-wide:

Beginning of period
Bakery-cafes opened
Bakery-cafes closed

End of period

For the 13 Weeks Ended
September 27, 2011
 
 

703
8

—
5

—
716

790
17

(14)
(5)
—

788

1,493
25

(14)
1,504

September 28, 2010
 
 

595
10
—
—
—

605

804
12
—
—
—

816

1,399
22
—

1,421

For the 39 Weeks Ended
September 27, 2011
 
 

662
29
(3)
30
(2)

716

791
43

(18)
(30)

2
788

1,453
72

(21)
1,504

September 28, 2010
 
 

585
21
(1)
3

(3)
605

795
22
(1)
(3)
3

816

1,380
43
(2)

1,421

Comparable Bakery-Cafe Sales, net

Fiscal comparable net bakery-cafe sales growth for the periods indicated were as follows:

 
 
Company-owned
Franchise-operated
System-wide

For the 13 Weeks Ended
September 27, 2011

6.0%
3.1%
4.4%

September 28, 2010
5.5%
7.9%
6.9%

For the 39 Weeks Ended
September 27, 2011

4.6%
3.4%
3.9%

September 28, 2010
8.3%
9.1%
8.8%

Results of Operations

Revenues 

Total revenues for the thirteen weeks ended September 27, 2011 increased 21.8 percent to $453.1 million compared to $372.0 
million for the thirteen weeks ended September 28, 2010.  The growth in total revenues for the thirteen weeks ended September 27, 
2011 compared to the same period in 2010 was primarily due to the opening of 105 new bakery-cafes system-wide since 
September 28, 2010 and to the 4.4 percent increase in system-wide comparable net bakery-cafe sales for the thirteen weeks ended 
September 27, 2011.  The system-wide average weekly net sales per bakery-cafe for the periods indicated were as follows:

 
 
System-wide average weekly net sales

For the 13 Weeks Ended
September 27, 2011

$ 43,337
September 28, 2010

$ 41,813

Percentage
Change

3.6%

Total revenues for the thirty-nine weeks ended September 27, 2011 increased 19.0 percent to $1,326.3 million compared to $1,114.3 
million for the thirty-nine weeks ended September 28, 2010.  The growth in total revenues for the thirty-nine weeks ended 
September 27, 2011 compared to the same period in 2010 was primarily due to the opening of 105 new bakery-cafes system-wide 
since September 28, 2010, and to the 3.9 percent increase in system-wide comparable net bakery-cafe sales for the thirty-nine 
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weeks ended September 27, 2011.  The system-wide average weekly net sales per bakery-cafe for the periods indicated were as 
follows:

 
 
System-wide average weekly net sales

For the 39 Weeks Ended
September 27, 2011
$ 43,569

September 28, 2010
$ 42,210

Percentage
Change

3.2%

Net bakery-cafe sales for the thirteen weeks ended September 27, 2011 increased 26.0 percent to $397.3 million compared to 
$315.2 million for the thirteen weeks ended September 28, 2010.  The increase in net bakery-cafe sales for the thirteen weeks 
ended September 27, 2011 compared to the same period in 2010 was primarily due to the opening of 50 new Company-owned 
bakery-cafes, the acquisition of 67 franchise-operated bakery-cafes since September 28, 2010, and the 6.0 percent increase in 
Company-owned comparable net bakery-cafe sales for the thirteen weeks ended September 27, 2011, partially offset by the closure 
of four Company-owned bakery-cafes and the sale of two Company-owned bakery-cafes since September 28, 2010.  This 6.0 
percent increase in comparable net bakery-cafe sales was driven by approximately 2.6 percent of transaction growth and 
approximately 3.4 percent average check growth.  Average check growth, in turn, was comprised of retail price increases of 
approximately 2.5 percent and positive mix impact of approximately 0.9 percent in comparison to the same period in the prior 
year.  In total, Company-owned net bakery-cafe sales as a percentage of total revenues increased to 87.7 percent for the thirteen 
weeks ended September 27, 2011 as compared to 84.7 percent for the same period in 2010.  The increase in average weekly net 
sales for Company-owned bakery-cafes for the thirteen weeks ended September 27, 2011 compared to the same period in 2010 
was primarily due to an increase in transactions and average check growth.  The average weekly net sales per Company-owned 
bakery-cafe and the number of operating weeks for the periods indicated were as follows:

 
 
Company-owned average weekly net sales
Company-owned number of operating weeks

For the 13 Weeks Ended
September 27, 2011
$ 43,148

9,207

September 28, 2010
$ 40,487

7,786

Percentage
Change

6.6%
18.3%

Net bakery-cafe sales for the thirty-nine weeks ended September 27, 2011 increased 21.8 percent to $1,157.4 million compared 
to $950.2 million for the thirty-nine weeks ended September 28, 2010.  The increase in net bakery-cafe sales for the thirty-nine 
weeks ended September 27, 2011 compared to the same period in 2010 was primarily due to the opening of 50 new Company-
owned bakery-cafes, the acquisition of 67 franchise-operated bakery-cafes since September 28, 2010, and the 4.6 percent increase 
in comparable Company-owned net bakery-cafe sales for the thirty-nine weeks ended September 27, 2011, partially offset by the 
closure of four Company-owned bakery-cafes and the sale of two Company-owned bakery-cafes since September 28, 2010.  This 
4.6 percent increase in comparable net bakery-cafe sales was driven by approximately 2.4 percent of transaction growth and 
approximately 2.2 percent average check growth.  Average check growth, in turn, was comprised of retail price increases of 
approximately 2.5 percent and negative mix impact of approximately 0.3 percent in comparison to the same period in the prior 
year.  In total, Company-owned net bakery-cafe sales as a percentage of total revenues increased to 87.3 percent for the thirty-
nine weeks ended September 27, 2011 as compared to 85.3 percent for the same period in 2010.  In addition, the increase in average 
weekly net sales for Company-owned bakery-cafes for the thirty-nine weeks ended September 27, 2011 compared to the same 
period in 2010 was primarily due to an increase in transactions and average check growth.  The average weekly net sales per 
Company-owned bakery-cafe and the number of operating weeks for the periods indicated were as follows:

 
 
Company-owned average weekly net sales
Company-owned number of operating weeks

For the 39 Weeks Ended
September 27, 2011
$ 43,274

26,740

September 28, 2010
$ 41,121

23,106

Percentage
Change

5.2%
15.7%

Franchise royalties and fees for the thirteen weeks ended September 27, 2011 increased 5.4 percent to $22.7 million compared to 
$21.5 million for the thirteen weeks ended September 28, 2010.  The components of franchise royalties and fees for the periods 
indicated were as follows (in thousands):
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Franchise royalties
Franchise fees

Total

For the 13 Weeks Ended
September 27, 2011
$ 22,100

577
$ 22,677

September 28, 2010
$ 21,131

390
$ 21,521

The increase in franchise royalty and fee revenues for the thirteen weeks ended September 27, 2011 compared to the same period 
in 2010 was primarily due to the opening of 55 franchise-operated bakery-cafes since September 28, 2010 and the 3.1 percent 
increase in comparable franchise-operated net bakery-cafe sales for the thirteen weeks ended September 27, 2011, partially offset 
by the closure of 18 franchise-operated bakery cafes and our purchase of 67 franchise-operated bakery-cafes since September 28, 
2010.  The average weekly net sales per franchise-operated bakery-cafe and the related number of operating weeks for the periods 
indicated were as follows:

 
 
Franchise-operated average weekly net sales
Franchise-operated number of operating weeks

For the 13 Weeks Ended
September 27, 2011
$ 43,508

10,160

September 28, 2010
$ 42,797

10,490

Percentage
Change

1.7 %
(3.1)%

Franchise royalties and fees for the thirty-nine weeks ended September 27, 2011 increased 6.6 percent to $68.3 million compared 
to $64.0 million for the thirty-nine weeks ended September 28, 2010. The components of franchise royalties and fees for the 
periods indicated were as follows (in thousands):

 
 
Franchise royalties
Franchise fees

Total

For the 39 Weeks Ended
September 27, 2011
$ 66,632

1,649
$ 68,281

September 28, 2010
$ 63,179

846
$ 64,025

The increase in franchise royalty and fee revenues for the thirty-nine weeks ended September 27, 2011 compared to the same 
period in 2010 was due to the opening of 55 franchise-operated bakery-cafes since September 28, 2010 and the 3.4 percent increase 
in comparable franchise-operated net bakery-cafe sales for the thirty-nine weeks ended September 27, 2011, partially offset by 
the closure of 18 franchise-operated bakery cafes and our purchase of 67 franchise-operated bakery-cafes since September 28, 
2010.  The average weekly net sales per franchise-operated bakery-cafe and the related number of operating weeks for the periods 
indicated were as follows:

 
 
Franchise-operated average weekly net sales
Franchise-operated number of operating weeks

For the 39 Weeks Ended
September 27, 2011
$ 43,825

30,727

September 28, 2010
$ 43,016

31,190

Percentage
Change

1.9 %
(1.5)%

As of September 27, 2011, we had 788 franchise-operated bakery-cafes open and we had received commitments to open 193 
additional franchise-operated bakery-cafes.  The timetables for opening these bakery-cafes are established in the respective Area 
Development Agreements, referred to as ADAs, with franchisees, which provide for the majority to open in the next four to five 
years.  An ADA requires a franchisee to develop a specified number of bakery-cafes on or before specific dates.  If a franchisee 
fails to develop bakery-cafes on the schedule set forth in the ADA, we have the right to terminate the ADA and develop Company-
owned locations or develop locations through new franchisees in that market.  We may exercise one or more alternative remedies 
to address defaults by franchisees, including not only development defaults, but also defaults in complying with our operating and 
brand standards and other covenants included in the ADAs and franchise agreements.  We may waive compliance with certain 
requirements included in our ADAs and franchise agreements if we determine such action is warranted under the particular 
circumstances.
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Fresh dough and other product sales to franchisees for the thirteen weeks ended September 27, 2011 decreased 6.0 percent to $33.1 
million compared to $35.2 million for the thirteen weeks ended September 28, 2010.  Fresh dough and other product sales to 
franchisees for the thirty-nine weeks ended September 27, 2011 increased 0.5 percent to $100.6 million compared to $100.1 million 
for the thirty-nine weeks ended September 28, 2010.  The decrease in fresh dough and other product sales to franchisees for the 
thirteen weeks ended September 27, 2011 was primarily due to our purchase of 67 franchise-operated bakery-cafes, of which five 
franchise-operated bakery-cafes were purchased during thirteen weeks ended September 27, 2011, and the closure of 18 franchise-
operated bakery-cafes since September 28, 2010, partially offset by the 3.1 percent increase in franchise-operated comparable net 
bakery-cafe sales and opening of 55 franchise-operated cafes.  The increase in fresh dough and other product sales to franchisees 
for the thirty-nine weeks ended September 27, 2011 was primarily due to the 3.4 percent increase in franchise-operated comparable 
net bakery-cafe sales and opening of 55 franchise-operated cafes, partially offset by our purchase of 67 franchise-operated bakery-
cafes and the closure of 18 franchise-operated bakery-cafes since September 28, 2010.

Costs and Expenses

The cost of food and paper products includes the costs associated with our fresh dough and other product operations that sell fresh 
dough and other products to Company-owned bakery-cafes, as well as the cost of food and paper products supplied by third-party 
vendors and distributors.  The costs associated with our fresh dough and other product operations that sell fresh dough and other 
products to the franchise-operated bakery-cafes are excluded from the cost of food and paper products and are shown separately 
as fresh dough and other product cost of sales to franchisees in the Consolidated Statements of Operations. 

The cost of food and paper products was $119.5 million, or 30.1 percent of net bakery-cafe sales, for the thirteen weeks ended 
September 27, 2011 compared to $89.9 million, or 28.5 percent of net bakery-cafe sales, for the thirteen weeks ended September 28, 
2010.  The cost of food and paper products was $343.0 million, or 29.6 percent of net bakery-cafe sales, for the thirty-nine weeks 
ended September 27, 2011 compared to $270.9 million, or 28.5 percent of net bakery-cafe sales, for the thirty-nine weeks ended 
September 28, 2010.  This increase in the cost of food and paper products as a percentage of net bakery-cafe sales for the thirteen 
and thirty-nine weeks ended September 27, 2011 compared to the same periods in 2010 was primarily due to food cost inflation, 
partially offset by improved leverage of our fresh dough manufacturing costs due to additional bakery-cafe openings and improved 
leverage from higher comparable net bakery-cafe sales.  For the thirteen and thirty-nine weeks ended September 27, 2011, there 
was an average of 70.1 and 68.9 bakery-cafes per fresh dough facility compared to an average of 65.4 and 64.8 for the thirteen 
and thirty-nine weeks ended September 28, 2010, respectively.

Labor expense was $121.4 million, or 30.6 percent of net bakery-cafe sales, for the thirteen weeks ended September 27, 2011 
compared to $103.2 million, or 32.7 percent of net bakery-cafe sales, for the thirteen weeks ended September 28, 2010.  Labor 
expense was $354.4 million, or 30.6 percent of net bakery-cafe sales, for the thirty-nine weeks ended September 27, 2011 compared 
to $306.9 million, or 32.3 percent of net bakery-cafe sales, for the thirty-nine weeks ended September 28, 2010.  The decrease in 
labor expense as a percentage of net bakery-cafe sales for the thirteen and thirty-nine weeks ended September 27, 2011 compared 
to the same periods in 2010 was primarily a result of improved leverage from higher comparable net bakery-cafe sales, lower 
benefits costs due to lower than expected self-insurance claims, and lower average wage in our bakery-cafes.

Occupancy cost was $29.8 million, or 7.5 percent of net bakery-cafe sales, for the thirteen weeks ended September 27, 2011 
compared to $25.1 million, or 8.0 percent of net bakery-cafe sales, for the thirteen weeks ended September 28, 2010.  Occupancy 
cost was $84.7 million, or 7.3 percent of net bakery-cafe sales, for the thirty-nine weeks ended September 27, 2011 compared to 
$74.1 million, or 7.8 percent of net bakery-cafe sales, for the thirty-nine weeks ended September 28, 2010.  The decrease in 
occupancy cost as a percentage of net bakery-cafe sales between the thirteen and thirty-nine weeks ended September 27, 2011 
compared to the same periods in 2010 was primarily a result of common area maintenance credits, as landlords spent less on 
common area maintenance in prior years than anticipated, improved leverage from higher comparable net bakery-cafe sales, and 
lower occupancy costs in new bakery-cafes and favorably negotiated leases in existing bakery-cafes.  

Other operating expenses were $55.3 million, or 13.9 percent of net bakery-cafe sales, for the thirteen weeks ended September 27, 
2011 compared to $45.8 million, or 14.5 percent of net bakery-cafe sales, for the thirteen weeks ended September 28, 2010.  Other 
operating expenses were $157.4 million, or 13.6 percent of net bakery-cafe sales, for the thirty-nine weeks ended September 27, 
2011 compared to $129.2 million, or 13.6 percent of net bakery-cafe sales, for the thirty-nine weeks ended September 28, 2010.  
The decrease in other operating expenses as a percentage of net bakery-cafe sales for the thirteen weeks ended September 27, 
2011 compared to the same period in 2010 was primarily a result of increased leverage from higher comparable net bakery-cafe 
sales, partially offset by increased marketing expense, utilities expense, and immaterial items.

Fresh dough and other product cost of sales to franchisees were $29.3 million, or 88.4 percent of fresh dough and other product 
sales to franchisees, for the thirteen weeks ended September 27, 2011, compared to $30.3 million, or 85.9 percent of fresh dough 
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and other product sales to franchisees, for the thirteen weeks ended September 28, 2010.  Fresh dough and other product cost of 
sales to franchisees were $85.9 million, or 85.4 percent of fresh dough and other product sales to franchisees, for the thirty-nine 
weeks ended September 27, 2011, compared to $82.9 million, or 82.8 percent of fresh dough and other product sales to franchisees, 
for the thirty-nine weeks ended September 28, 2010.  The increase in fresh dough and other product costs of sales to franchisees 
as a percentage of fresh dough and other product sales to franchisees for the thirteen and thirty-nine weeks ended September 27, 
2011 compared to the same periods in 2010 was primarily the result of the year-over-year increase in ingredient costs, partially 
offset by improved leverage from new bakery-cafes and higher comparable net bakery-cafe sales.

General and administrative expenses were $28.8 million, or 6.4 percent of total revenues, for the thirteen weeks ended September 27, 
2011 compared to $24.3 million, or 6.5 percent of total revenues, for the thirteen weeks ended September 28, 2010.  General and 
administrative expenses were $80.5 million, or 6.1 percent of total revenues, for the thirty-nine weeks ended September 27, 2011 
compared to $73.4 million, or 6.6 percent of total revenues, for the thirty-nine weeks ended September 28, 2010.  The decrease 
in general and administrative expenses as a percent of total revenues for the thirteen and thirty-nine weeks ended September 27, 
2011 compared to the same periods in 2010 was primarily due to improved leverage from new bakery-cafes and higher comparable 
net bakery-cafe sales.

Interest Expense

Interest expense was $0.2 million, or less than 0.1 percent of total revenues, for both the thirteen weeks ended September 27, 2011 
and September 28, 2010.  Interest expense was $0.6 million, or less than 0.1 percent of total revenues, for the thirty-nine weeks 
ended September 27, 2011 compared to $0.5 million, or less than 0.1 percent of total revenues, for the thirty-nine weeks ended 
September 28, 2010.

Other (income) expense, net 

Other (income) expense, net was $0.8 million of expense, or 0.2 percent of total revenues, for the thirteen weeks ended September 27, 
2011 compared to $0.5 million of income, or 0.1 percent of total revenues, for the thirteen weeks ended September 28, 2010.  
Other (income) expense, net was $0.1 million of income, or less than 0.1 percent of total revenues, for the thirty-nine weeks ended 
September 27, 2011 compared to $2.8 million of expense, or 0.2 percent of total revenues, for the thirty-nine weeks ended 
September 28, 2010.  Other (income) expense, net for the thirteen and thirty-nine weeks ended September 27, 2011 was primarily 
comprised of immaterial items.  Other (income) expense, net for the thirteen and thirty-nine weeks ended September 28, 2010 
was primarily comprised of charges related to unclaimed property audit exposures, certain state sales tax audit exposures, and 
immaterial items.

Income Taxes

The provision for income taxes increased to $17.7 million for the thirteen weeks ended September 27, 2011 compared to $13.7 
million for the thirteen weeks ended September 28, 2010.  The tax provision for the thirteen weeks ended September 27, 2011 and 
September 28, 2010 reflects a combined federal, state, and local effective tax rate of 38.1 percent and 37.5 percent, respectively.  
The provision for income taxes increased to $59.9 million for the thirty-nine weeks ended September 27, 2011 compared to $45.8 
million for the thirty-nine weeks ended September 28, 2010.  The tax provision for the thirty-nine weeks ended September 27, 
2011 and September 28, 2010 reflects a combined federal, state, and local effective tax rate of 38.1 percent and 37.8 percent, 
respectively.  The increase in the thirteen and thirty-nine week period rate was primarily driven by a decrease in permanent benefits 
recognized in the current periods relating to differences between financial and tax reporting requirements.  

Liquidity and Capital Resources

Cash and cash equivalents were $180.9 million at September 27, 2011 compared with $229.3 million at December 28, 2010.  This 
decrease was primarily a result of $86.0 million of cash used in financing activities, $67.9 million used for capital expenditures 
and $44.4 million used for acquisitions, partially offset by $149.8 million of cash generated from operations during the thirty-nine 
weeks ended September 27, 2011.  Our primary source of liquidity is cash provided by operations, although we have the ability 
to borrow under a credit facility, as described below.  Historically, our principal requirements for cash have primarily related to 
the cost of food and paper products, employee labor, and our capital expenditures for the development of new Company-owned 
bakery-cafes, for maintaining or remodeling existing Company-owned bakery-cafes, for purchasing existing franchise-operated 
bakery-cafes or ownership interests in other restaurant or bakery-cafe concepts, for developing, maintaining, or remodeling fresh 
dough facilities, and for other capital needs such as enhancements to information systems and other infrastructure.   

We had working capital of $84.5 million at September 27, 2011 compared to $119.2 million at December 28, 2010.  The decrease 
in working capital from December 28, 2010 to September 27, 2011 resulted primarily from a decrease in cash of $48.4 million, a 
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decrease in deferred income taxes of $7.1 million, and an increase in accounts payable of $2.2 million, partially offset by an 
increase in trade and other accounts receivable, net of $12.6 million and an increase in prepaid expenses and other of $9.8 million.  
We believe that cash provided by our operations and available borrowings under our existing credit facility will be sufficient to 
fund our cash requirements for the foreseeable future.

A summary of our cash flows, for the periods indicated, were as follows (in thousands):

 
 
Cash provided by (used in):
Operating activities
Investing activities
Financing activities

Total

For the 39 Weeks Ended
September 27, 2011
 
$ 149,793

(112,197)
(85,998)

$ (48,402)

September 28, 2010
 
$ 154,168

(47,093)
(121,735)

$ (14,660)

Operating Activities

Cash flows provided by operating activities for the thirty-nine weeks ended September 27, 2011 resulted primarily from net income, 
adjusted for non-cash items such as depreciation and amortization, stock-based compensation expense, deferred income taxes, 
and tax benefit from exercise of stock options, partially offset by increases in prepaid expenses and trade and other accounts 
receivable, net.  Cash flows provided by operating activities for the thirty-nine weeks ended September 28, 2010 primarily resulted 
from net income, adjusted for non-cash items such as depreciation and amortization, stock-based compensation expense, deferred 
income taxes and the tax benefit from the exercise of stock options, and an increase in accrued expenses and other long-term 
liabilities, partially offset by increases in prepaid expense and trade and other accounts receivable, net.

Investing Activities

Investing activities for the thirty-nine weeks ended September 27, 2011 included additions to property and equipment of $67.9 
million and acquisitions of $44.4 million, partially offset by $0.1 million received from the sale of two bakery-cafes.  Investing 
activities for the thirty-nine weeks ended September 28, 2010 included additions to property and equipment of $49.3 million, 
partially offset by $2.2 million received from the sale of three bakery-cafes.
 
Capital Expenditures
Capital expenditures are the largest ongoing component of our investing activities and include expenditures for new bakery-cafes 
and fresh dough facilities, improvements to existing bakery-cafes and fresh dough facilities, and other capital needs.  A summary 
of capital expenditures for the periods indicated consisted of the following (in thousands): 

 
 
New bakery-cafe and fresh dough facilities
Bakery-cafe and fresh dough facility improvements
Other capital needs

Total

For the 39 Weeks Ended
September 27, 2011
$ 38,491

20,358
9,086

$ 67,935

September 28, 2010
$ 25,443

10,614
13,240

$ 49,297

Our capital requirements, including development costs related to the opening or acquisition of additional bakery-cafes and fresh 
dough facilities and maintenance and remodel expenditures, have been and will continue to be significant.  Our future capital 
requirements and the adequacy of available funds will depend on many factors, including the pace of expansion, real estate markets, 
site locations, and the nature of arrangements negotiated with landlords.  We believe that cash provided by our operations and 
available borrowings under our existing credit facility will be sufficient to fund our capital requirements in both our short-term 
and long-term future.  We currently anticipate 110 to 115 system-wide bakery-cafe openings in the fiscal year ended December 27, 
2011, or fiscal 2011.

Business Combinations
We used approximately $44.4 million of cash flows for acquisitions in the thirty-nine weeks ended September 27, 2011.  In the 
thirty-nine weeks ended September 27, 2011, we purchased substantially all the assets and certain liabilities of 25 bakery-cafes 
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from a Milwaukee franchisee and five bakery-cafes from an Indiana Paradise franchisee.  Refer to Note 2 for further information 
related to business combinations.

Financing Activities

Financing activities for the thirty-nine weeks ended September 27, 2011 included $93.6 million used to repurchase shares of our 
Class A common stock, partially offset by $3.9 million received from the tax benefit from exercise of stock options, $2.2 million 
received from the exercise of employee stock options, and $1.5 million received from the issuance of common stock.  Financing 
activities for the thirty-nine weeks ended September 28, 2010 included $153.4 million used to repurchase shares of our Class A 
common stock, partially offset by $24.3 million received from the exercise of employee stock options, $6.0 million received from 
the tax benefit from exercise of stock options, and $1.4 million received from the issuance of common stock.  

Share Repurchases
On November 17, 2009, our Board of Directors approved a three year share repurchase authorization of up to $600 million of our 
Class A common stock, pursuant to which share repurchases may be effected from time to time on the open market or in privately 
negotiated transactions and which may be made under a Rule 10b5-1 plan.  Repurchased shares may be retired immediately and 
will resume the status of authorized but unissued shares or they may be held by us as treasury stock.  The repurchase authorization 
may be modified, suspended, or discontinued by our Board of Directors at any time.  During the thirty-nine weeks ended 
September 27, 2011, we repurchased 850,400 shares under the share repurchase authorization at an average price of $103.62.  
During the thirty-nine weeks ended September 28, 2010, we repurchased 1,905,540 shares under the share repurchase authorization 
at an average price of $78.72.  As of September 27, 2011, we had repurchased a total of 2,783,369 shares of our Class A common 
stock under the share repurchase authorization at a weighted-average price of $86.20 per share for an aggregate purchase price of 
approximately $239.9 million.  As of September 27, 2011, we had approximately $360.1 million available under the existing $600 
million repurchase authorization.

We have historically repurchased shares of our Class A common stock through a share repurchase authorization approved by our 
Board of Directors from participants of the Panera Bread 1992 Stock Incentive Plan and the Panera Bread 2006 Stock Incentive 
Plan, or collectively, the Plans.  Repurchased shares are netted and surrendered as payment for applicable tax withholding on the 
vesting of participants’ restricted stock.  During the thirty-nine weeks ended September 27, 2011, we repurchased 50,678 shares 
of Class A common stock surrendered by participants of the Plans at a weighted-average price of $108.61 per share for an aggregate 
purchase price of $5.5 million pursuant to the terms of the Plans and the applicable award agreements.  During the thirty-nine 
weeks ended September 28, 2010, we repurchased 42,750 shares of Class A common stock surrendered by participants of the 
Plans at a weighted-average price of $77.55 per share for an aggregate purchase price of $3.3 million pursuant to the terms of the 
Plans and the applicable award agreements.  These share repurchases were not made pursuant to publicly announced share 
repurchase authorizations. 

Credit Facility
On March 7, 2008, we, and certain of our direct and indirect subsidiaries, as guarantors, entered into an amended and restated 
credit agreement, referred to as the Amended and Restated Credit Agreement, with Bank of America, N.A., and other lenders party 
thereto to amend and restate in its entirety our Credit Agreement, dated as of November 27, 2007, by and among us, Bank of 
America, N.A., and the lenders party thereto, referred to as the Original Credit Agreement.  Pursuant to our request under the terms 
of the Original Credit Agreement, the Amended and Restated Credit Agreement increased the size of our secured revolving credit 
facility from $75.0 million to $250.0 million.  We may select interest rates equal to (a) the Base Rate (which is defined as the 
higher of Bank of America prime rate and the Federal Funds Rate plus 0.50 percent), or (b) LIBOR plus an Applicable Rate, 
ranging from 0.75 percent to 1.50 percent, based on our Consolidated Leverage Ratio, as each term is defined in the Amended 
and Restated Credit Agreement.  The Amended and Restated Credit Agreement allows us from time to time to request that the 
credit facility be further increased by an amount not to exceed, in the aggregate, $150.0 million, subject to receipt of lender 
commitments and other conditions precedent.  The Amended and Restated Credit Agreement contains financial covenants that, 
among other things, require the maintenance of certain leverage and fixed charges coverage ratios.  The credit facility, which is 
secured by the capital stock of our present and future material subsidiaries, will become due on March 7, 2013, subject to acceleration 
upon certain specified events of defaults, including breaches of representations or covenants, failure to pay other material 
indebtedness or a change of control of our Company, as defined in the Amended and Restated Credit Agreement.  The proceeds 
from the credit facility will be used for general corporate purposes, including working capital, capital expenditures, and permitted 
acquisitions and share repurchases.  As of September 27, 2011 and December 28, 2010, we had no balance outstanding under the 
Amended and Restated Credit Agreement.  As of September 27, 2011, we were in compliance with all covenants included in the 
Amended and Restated Credit Agreement.



24

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial condition and results of operations is based upon the consolidated financial statements 
and notes to the consolidated financial statements, which have been prepared in accordance with GAAP.  The preparation of the 
consolidated financial statements requires us to make estimates, judgments and assumptions, which we believe to be reasonable, 
based on the information available.  These estimates and assumptions affect the reported amounts of assets, liabilities, revenues 
and expenses, and related disclosures of contingent assets and liabilities.  Variances in the estimates or assumptions used could 
yield materially different accounting results.  On an ongoing basis, we evaluate the continued appropriateness of our accounting 
policies and resulting estimates to make adjustments we consider appropriate under the facts and circumstances.

We have chosen accounting policies we believe are appropriate to report accurately and fairly our operating results and financial 
position, and we apply those accounting policies in a consistent manner.  As described in Item 7., “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” of our Annual Report on Form 10-K for the fiscal year ended 
December 28, 2010, we consider our policies on accounting for revenue recognition, valuation of goodwill, self-insurance, income 
taxes, lease obligations, and stock-based compensation to be the most critical in the preparation of the consolidated financial 
statements because they involve the most difficult, subjective, or complex judgments about the effect of matters that are inherently 
uncertain.  There have been no material changes to our application of critical accounting policies and significant judgments and 
estimates since December 28, 2010.

Contractual Obligations and Other Commitments 

We currently anticipate 110 to 115 system-wide bakery-cafe openings in fiscal 2011.  We expect to fund our capital expenditures 
principally through internally generated cash flow and available borrowings under our existing credit facility, if needed. 

In addition to our planned capital expenditure requirements, we have certain other contractual and committed cash obligations.  
Our contractual cash obligations consist of noncancelable operating leases for our bakery-cafes, fresh dough facilities and trucks, 
and support centers; purchase obligations primarily for certain commodities; and uncertain tax positions.  Lease terms for our 
trucks are generally for six to eight years.  Lease terms for our bakery-cafes, fresh dough facilities, and support centers are generally 
for ten years with renewal options at most locations and generally require us to pay a proportionate share of real estate taxes, 
insurance, common area maintenance, and other operating costs.  Many bakery-cafe leases provide for contingent rental (i.e. 
percentage rent) payments based on net sales in excess of specified amounts or changes in external indices.  Certain of our lease 
agreements provide for scheduled rent increases during the lease terms or for rental payments commencing at a date other than 
the date of initial occupancy.  

Off-Balance Sheet Arrangements
As of September 27, 2011, we guaranteed operating leases of 26 franchisee or affiliate locations, which we account for in accordance 
with the accounting standard for guarantees.  These leases have terms expiring on various dates from October 31, 2011 to 
December 31, 2023 and a potential amount of future rental payments of approximately $22.6 million as of September 27, 2011.  
Our obligation under these leases will generally decrease over time as these operating leases expire.  We have not recorded a 
liability for certain of these guarantees as they arose prior to the implementation of the accounting standard for guarantees and, 
unless modified, are exempt from its requirements.  We have not recorded a liability for those guarantees issued after the effective 
date of the accounting requirements because the fair value of each such lease guarantee was determined by us to be insignificant 
based on analysis of the facts and circumstances of each such lease and each such franchisee’s performance, and we did not believe 
it was probable we would be required to perform under any guarantees at the time the guarantees were issued.  We have not had 
to make any payments related to any of these guaranteed leases.  The applicable franchisees or affiliates continue to have primary 
liability for these operating leases.  

Recent Accounting Pronouncements

On December 30, 2009, we adopted the updated guidance issued by the Financial Accounting Standards Board, or FASB, related 
to fair value measurements and disclosures, which requires a reporting entity to separately disclose the amounts of significant 
transfers in and out of Level 1 and Level 2 fair value measurements and to describe the reasons for the transfers.  The updated 
guidance also requires that an entity provide fair value measurement disclosures for each class of assets and liabilities and disclosures 
about the valuation techniques and inputs used to measure fair value for both recurring and non-recurring Level 2 and Level 3 fair 
value measurements.  This guidance was effective for interim or annual financial reporting periods beginning after December 15, 
2009.  The adoption of this updated guidance did not have an impact on our consolidated results of operations or financial condition.  
In addition, the updated guidance requires that in the reconciliation for fair value measurements using significant unobservable 
inputs, or Level 3, a reporting entity separately disclose information about purchases, sales, issuances and settlements on a gross 
basis rather than as one net number.  This guidance was effective for interim or annual financial reporting periods beginning after 
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December 15, 2010.  The adoption of this new guidance did not have a material effect on our financial position or results of 
operations.

In September 2011, the FASB updated the guidance on the annual testing of goodwill for impairment.  The updated guidance will 
allow companies to first assess qualitative factors to determine whether it is more likely than not that the fair value of a reporting 
unit is less than its carrying amount as a basis for determining whether it is necessary to perform the two-step goodwill impairment 
test required under current accounting standards.  The updated guidance is effective for goodwill impairment tests performed for 
fiscal years beginning after December 15, 2011, with early adoption permitted.  The adoption of this updated guidance is not 
expected to have a material impact on our consolidated financial position or results of operations.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

There were no material changes in the quantitative and qualitative information about market risk since the end of our most recent 
fiscal year.  For further information, see Item 7A. of our Annual Report on Form 10-K for the fiscal year ended December 28, 
2010.

Item 4. Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness 
of our disclosure controls and procedures as of September 27, 2011.  The term “disclosure controls and procedures”, as defined 
in Rules 13a-15(e) and 15d-15(e) under the Exchange Act, means controls and other procedures of a company that are designed 
to ensure that information required to be disclosed by a company in the reports that it files or submits under the Exchange Act are 
recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules and forms. Disclosure controls 
and procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed 
by a company in the reports that it files or submits under the Exchange Act are accumulated and communicated to the company’s 
management, including its principal executive and principal financial officers, as appropriate to allow timely decisions regarding 
required disclosure.  Our disclosure controls and procedures were designed to provide reasonable assurance of achieving their 
objectives and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and 
procedures.  Based on the evaluation of our disclosure controls and procedures as of September 27, 2011, our Chief Executive 
Officer and Chief Financial Officer concluded that, as of such date, our disclosure controls and procedures were effective at the 
reasonable assurance level.

No change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) 
occurred during the third fiscal quarter ended September 27, 2011 that has materially affected, or is reasonably likely to materially 
affect, our internal control over financial reporting.

PART II. OTHER INFORMATION

Item 1.  Legal Proceedings

On January 25, 2008 and February 26, 2008, purported class action lawsuits were filed against us and three of our current or former 
executive officers by the Western Washington Laborers-Employers Pension Trust and Sue Trachet, respectively, on behalf of 
investors who purchased our common stock during the period between November 1, 2005 and July 26, 2006.  Both lawsuits were 
filed in the United States District Court for the Eastern District of Missouri, St. Louis Division.  Each complaint alleged that we 
and the other defendants violated Sections 10(b) and 20(a) of the Securities Exchange Act of 1934, as amended (the “Exchange 
Act”), and Rule 10b-5 under the Exchange Act in connection with our disclosure of system-wide net sales and earnings guidance 
during the period from November 1, 2005 through July 26, 2006.  Each complaint sought, among other relief, class certification 
of the lawsuit, unspecified damages, costs and expenses, including attorneys’ and experts’ fees, and such other relief as the Court 
might find just and proper.  On June 23, 2008, the lawsuits were consolidated and the Western Washington Laborers-Employers 
Pension Trust was appointed lead plaintiff.  On August 7, 2008, the plaintiff filed an amended complaint, which extended the class 
period to November 1, 2005 through July 26, 2007.  Following the filing of motions by both parties and hearings before the Court, 
on February 11, 2011, the parties filed with the Court a Stipulation of Settlement regarding the class action lawsuit.  Under the 
terms of the Stipulation of Settlement, our primary directors and officers liability insurer deposited $5.7 million into a settlement 
fund for payment to class members, plaintiff’s attorneys’ fees and costs of administering the settlement.  The Stipulation of 
Settlement contains no admission of wrongdoing.  On June 22, 2011, the Court granted final approval of the settlement and entered 
an order dismissing the class action lawsuit with prejudice.  The settlement and dismissal became final on July 22, 2011.  

On February 22, 2008, a shareholder derivative lawsuit was filed against us as nominal defendant and against certain of our current 
or former officers and certain current directors.  The lawsuit was filed by Paul Pashcetto in the Circuit Court of St. Louis, Missouri.  
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The complaint alleged, among other things, breach of fiduciary duty, abuse of control, waste of corporate assets and unjust 
enrichment between November 5, 2006 and February 22, 2008.  The complaint sought, among other relief, unspecified damages, 
costs and expenses, including attorneys’ fees, an order requiring us to implement certain corporate governance reforms, restitution 
from the defendants and such other relief as the Court might find just and proper.  Following the filing of motions by both parties 
and hearings before the Court, on February 22, 2011, the parties filed with the Court a Stipulation of Settlement regarding the 
shareholder derivative lawsuit.  Under the terms of the Stipulation of Settlement, we agreed, among other things, to implement 
and maintain certain corporate governance additions, modifications and/or formalizations, and our insurer paid plaintiff’s attorneys’ 
fees and expenses of $1.4 million.  The Stipulation of Settlement contains no admission of wrongdoing.  On April 8, 2011, the 
Court granted final approval of the settlement and entered an order dismissing the shareholder derivative lawsuit with prejudice.  
The settlement and dismissal became final on May 8, 2011.  

On December 9, 2009, a purported class action lawsuit was filed against us and one of our subsidiaries by Nick Sotoudeh, a former 
employee of one of our subsidiaries.  The lawsuit was filed in the California Superior Court, County of Contra Costa.  On April 
22, 2011, the complaint was amended to add another former employee, Gabriela Brizuela, as a plaintiff.  The complaint alleges, 
among other things, violations of the California Labor Code, failure to pay overtime, failure to provide meal and rest periods and 
termination compensation and violations of California’s Unfair Competition Law.   The complaint seeks, among other relief, 
collective and class certification of the lawsuit, unspecified damages, costs and expenses, including attorneys’ fees, and such other 
relief as the Court might find just and proper.  We believe we and our subsidiary have meritorious defenses to each of the claims 
in this lawsuit and we are prepared to vigorously defend the lawsuit.  There can be no assurance, however, that we will be successful, 
and an adverse resolution of the lawsuit could have a material adverse effect on our consolidated financial position and results of 
operations in the period in which the lawsuit is resolved.  

On December 16, 2010, a purported class action lawsuit was filed against us and one of our subsidiaries by Denarius Lewis, Caroll 
Ruiz, and Corey Weiner, former employees of one of our subsidiaries.  The lawsuit was filed in the United States District Court 
for Middle District of Florida.  The complaint alleges, among other things, violations of the Fair Labor Standards Act.   The 
complaint seeks, among other relief, collective and class certification of the lawsuit, unspecified damages, costs and expenses, 
including attorneys’ fees, and such other relief as the Court might find just and proper.  We believe we and the other defendant 
have meritorious defenses to each of the claims in this lawsuit and we are prepared to vigorously defend the lawsuit.  There can 
be no assurance, however, that we will be successful, and an adverse resolution of the lawsuit could have a material adverse effect 
on our consolidated financial position and results of operations in the period in which the lawsuit is resolved.  

On July 22, 2011, a purported class action lawsuit was filed against us and one of our subsidiaries by David Carter, a former 
employee of one of our subsidiaries, and Nikole Benavides, a purported former employee of one of our franchisees.  The lawsuit 
was filed in the California Superior Court, County of San Bernardino.  The complaint alleges, among other things, violations of 
the California Labor Code, failure to pay overtime, failure to provide meal and rest periods and termination compensation and 
violations of California's Unfair Competition Law.  The complaint seeks, among other relief, collective and class certification of 
the lawsuit, unspecified damages, costs and expenses, including attorneys' fees, and such other relief as the Court might find just 
and proper.  We believe we and the other defendant have meritorious defenses to each of the claims in this lawsuit and we are 
prepared to vigorously defend the claims asserted against us and our subsidiary.  There can be no assurance, however, that we will 
be successful, and an adverse resolution of the lawsuit could have a material adverse effect on our consolidated financial position 
and results of operations in the period in which the lawsuit is resolved. 

In addition, we are subject to other routine legal proceedings, claims and litigation in the ordinary course of business.  Defending 
lawsuits requires significant management attention and financial resources and the outcome of any litigation, including the matters 
described above, is inherently uncertain.  We do not, however, currently expect that the costs to resolve these matters individually 
and in the aggregate will have a material adverse effect on our consolidated financial position, results of operations, or cash flows.

Item 1A. Risk Factors

Our business is subject to a number of risks, some of which are beyond our control.  In addition to the other information set forth 
in this report, you should carefully consider the factors discussed in Item 1A. - “Risk Factors” of our Annual Report on Form 10-
K for the fiscal year ended December 28, 2010, as filed with the SEC on February 22, 2011, that could have a material adverse 
effect on our business, results of operations, financial condition and/or liquidity and that could cause our operating results to vary 
significantly from period to period.  As of September 27, 2011, there have been no material changes to the risk factors disclosed 
in our most recent Annual Report on Form 10-K, although we may disclose changes to such factors or disclose additional factors 
from time to time in our future filings with the SEC.  Additional risks and uncertainties not currently known to us or that we 
currently deem to be immaterial also may materially adversely affect our business, financial condition, or operating results.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

During the thirteen weeks ended September 27, 2011, we repurchased Class A common stock as follows: 

Period

June 29, 2011 - July 26, 2011

July 27, 2011 - August 30, 2011

August 31, 2011- September 27, 2011

Total

Total Number of
Shares Purchased

—

893,772

—

893,772

 

(1) (2)

(1)

 

Average Price
Paid per Share

$ —

103.75

—

$ 103.75

Total Number of 
Shares Purchased as 

Part of Publicly 
Announced Program

—

850,400

—

850,400

Approximate Dollar Value 
of Shares That May 
Yet Be Purchased 

Under the Program

$ 448,238,968

360,121,525

360,121,525

$ 360,121,525

(1) Represents Class A common stock surrendered by participants under the Panera Bread 1992 Stock Incentive Plan and the Panera Bread 
2006 Stock Incentive Plan, as amended, as payment of applicable tax withholding on the vesting of restricted stock.  Shares so surrendered 
by the participants are repurchased by us pursuant to the terms of those plans and the applicable award agreements and not pursuant to 
publicly announced share repurchase authorizations.

(2) Includes 850,400 shares of Class A common stock that were repurchased under a Rule 10b5-1 Plan, as described above.  See Part 1, Item 
2. for further information regarding the share repurchase authorization.
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Item 6. Exhibits

Exhibit
Number

10.1

31.1

31.2

32

101.INS*

101.SCH*

101.CAL*

101.LAB*

101.PRE*

101.DEF*

 Description 

Transition Agreement and General Release

Certification by Chief Executive Officer

Certification by Chief Financial Officer

Certification Pursuant to 18 U.S.C. Section 1350, as adopted Pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002, by Chief Executive Officer and Chief Financial Officer

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document

XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Document

XBRL Taxonomy Extension Definition Linkbase Document

*  In accordance with Regulation S-T, the XBRL-related information in Exhibit 101 to this Quarterly Report on Form 10-Q shall 
be deemed to be “furnished” and not “filed”.
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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.

Dated:

Dated:

Dated:

October 31, 2011

October 31, 2011

October 31, 2011

Panera Bread Company
(Registrant)

By:

By:

By:

/s/ William W. Moreton                                                        
William W. Moreton
President, Chief Executive Officer
(on behalf of registrant and as principal executive officer)

/s/ Jeffrey W. Kip                                                                  
Jeffrey W. Kip
Executive Vice President, Chief Financial Officer
(principal financial officer)

/s/ Mark D. Wooldridge                                                        
Mark D. Wooldridge
Assistant Controller, Chief Accounting Officer
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EXHIBIT INDEX

Exhibit
Number
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31.1

31.2

32

101.INS*

101.SCH*

101.CAL*

101.LAB*

101.PRE*

101.DEF*

 Description

Transition Agreement and General Release

Certification by Chief Executive Officer

Certification by Chief Financial Officer

Certification Pursuant to 18 U.S.C. Section 1350, as adopted Pursuant to Section 906 of the Sarbanes-Oxley 
Act of 2002, by Chief Executive Officer and Chief Financial Officer

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document

XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Document

XBRL Taxonomy Extension Definition Linkbase Document

*  In accordance with Regulation S-T, the XBRL-related information in Exhibit 101 to this Quarterly Report on Form 10-Q shall 
be deemed to be “furnished” and not “filed”.



EXHIBIT 10.1

TRANSITION AGREEMENT AND GENERAL RELEASE

This Transition Agreement and General Release (“Agreement”) is made by and between Panera, LLC (the "Company" 
or “Panera”), headquartered in Saint Louis, Missouri, and Cedric “Rick” Vanzura ("Mr. Vanzura") of Hingham, Massachusetts.

 WHEREAS, Mr. Vanzura has been an employee of the Company for over three years, most recently as its Executive Vice 
President and Co-Chief Operating Officer; and

 WHEREAS, Mr. Vanzura and the Company desire him to remain an “active” employee of Panera through December 1, 
2011 to assist in transitioning his duties and to complete special projects; and is willing to work under the terms of this Agreement; 
and the Company is willing to continue his employment in a transitional role as described below as long as he performs satisfactorily.

 NOW THEREFORE, in consideration of the mutual covenants set forth herein, Mr. Vanzura and the Company hereby 
stipulate and agree as follows:

 1.  Employment.  (a)  Resignation.  By way of this Agreement, Mr. Vanzura hereby resigns from his Executive Vice 
President and Co-Chief Operating Officer position with Panera effective December 1, 2011.

 (b)  New Transitional Role.  Beginning October 17, 2011 through December 1, 2011 (“Transitional Period”) unless 
terminated sooner, Mr. Vanzura will become a Special Advisor to Bill Moreton, Chief Operating Officer and will work on such 
projects and answer questions as directed by Mr. Moreton.  In such role, Mr. Vanzura will communicate solely and exclusively 
with Mr. Moreton, unless otherwise directed by Mr. Moreton.  During this Transitional Period, Mr. Vanzura will be expected to 
be reasonably available to Mr. Moreton.  Mr. Vanzura will not be expected to be in the office, to attend Leadership meetings, 
department meetings and other such Company meetings unless required by Mr. Moreton and Mr. Vanzura's reasonable expenses 
for such attendance will be paid.     

 Mr. Vanzura understands he is to use his best efforts on these projects and further agrees to make himself available as 
required to assist Panera and/or to participate in any legal, regulatory, credentialing or similar proceedings which may arise related 
to matters pertaining to his employment which are necessary to support the interests of Panera.  Mr. Vanzura will not receive 
additional compensation outside of this Agreement.

 (c)  At-will employment.  Mr. Vanzura acknowledges that this Agreement is not intended nor should be construed to 
create a contract for a definite term nor does this Agreement or any other communication alter his status as an “employee at will” 
should he accept this Agreement.  This means that both Mr. Vanzura and Panera are free to terminate the employment relationship 
at any time during the transition period for any reason or no reason, with or without notice.  The parties recognize, however, that 
the intent of this Agreement is to provide Mr. Vanzura employment through December 1, 2011 as long as he performs his transition 
role in a satisfactory manner and consistent with this Agreement. 

 (d)  Re-employment.   Mr. Vanzura voluntarily waives any claims or rights that he may have to reemployment by Panera.  
Mr. Vanzura agrees that Panera has no obligation whatsoever to hire him at anytime in the future.  Mr. Vanzura also agrees not to 
apply for or otherwise seek to be employed by Panera.

 2.  Salary and benefits.  (a)  Salary.  During the Transition Period or until his employment is terminated sooner, the 
Company will pay Mr. Vanzura a bi-weekly salary of fifteen thousand eight hundred forty-six dollars and fifteen cents ($ 15,846.15) 
through Panera's payroll system, with deductions for required tax withholdings, health insurance deductions and FICA payments.  

 (b)  Benefits.  Until his employment is terminated, Mr. Vanzura will be permitted to continue his participation in Panera's 
health, dental, vision and all other insurance plans (e.g., disability, accident, universal life, dependent life and specific disease 
insurance for critical illness) and Flexible Spending Account plans under the same terms and conditions as other associates.  Panera 
reserves the right to amend or terminate its health, dental or vision insurance and Flexible Spending Account plans at any time.  
Mr. Vanzura will be eligible to convert to individual and/or group coverage as provided under COBRA and the plan documents.

 (c)  Bonus and paid time off programs.  After December 1, 2011 and unless specifically listed above, Mr. Vanzura will 
not be eligible to participate in any Panera benefit plans applicable to other associates of Panera, including but not limited to 
bonuses, incentive or equity programs, Long Term Incentive Programs, restricted stock and stock option vestings, vacation, and/
or holidays.  



 3.  Releases.  (a)  Mr. Vanzura, for good and adequate consideration (specifically the consideration set forth in Attachment 
1), hereby releases and absolutely and forever discharges Panera, LLC, its owners, predecessors, successors, franchisees, affiliates, 
assigns, officers, employees, insurers, attorneys, investors and agents (hereinafter “Panera” and/or “Company”), from any and all 
suits, claims, demands, debts, sums of money, wage claims, overtime claims, damages, interest, attorneys' fees, expenses, actions, 
causes of action, judgments, accounts, promises, contracts, agreements, and any and all claims in law or in equity, whether now 
known or unknown, which he ever had, now has, or which he, his heirs, executors, administrators or assigns, hereafter can, shall 
or may have against Panera arising from any events occurring from the beginning of time to this date, including, without limitation 
of the foregoing generality, all of same arising directly or indirectly out of, in connection with and/or in any  manner relating to 
his employment with and/or termination from Panera, including, but expressly not limited to, any claims which he may have 
pursuant to the “Panera, L.L.C. Sr. Vice President and Above Confidential and Proprietary Information and Non-Compete 
Agreement” that he signed on or about July 23, 2010 and any amendments thereto, as well as any claims which he may have to 
recover damages of any kind, including back pay, front pay, damages asserted for physical and emotional injuries, worker's 
compensation benefits, disability benefits, wage claims, overtime claims, defamation claims, libel claims, or any claim to 
reinstatement and/or employment, or any claims, actions, complaints or charges brought by him or on his behalf or which could 
have been brought by him or on his behalf under the Employment Retirement Income Security Act of 1974 (“ERISA”), the 
Americans with Disabilities Act (“ADA”), Title VII of the Civil Rights Act, 42 U.S.C. §§2000(e) et seq., the Age Discrimination 
in Employment Act (“ADEA”), the Older Workers Benefits Protection Act (“OWBPA”), COBRA, any wage statute and/or 
regulation, including, but not limited to, the Fair Labor Standards Act (“FLSA”),  or under any other federal, state, municipal, 
city, town or common law.  This release is intended to be a general release of all claims Mr. Vanzura may have arising out of his 
employment and termination with Panera.

 In addition, and not intending in any way to limit the scope of this General Release, Mr. Vanzura expressly agrees to 
comply with all the obligations contained in the “Panera, L.L.C. Sr. Vice President and Above Confidential and Proprietary 
Information and Non-Compete Agreement” that he signed on or about July 23, 2010 and any amendments thereto (“Non-Compete 
Agreement”).

 Mr. Vanzura further waives his right to any monetary recovery should any federal, state, or local administrative agency 
pursue any claim(s) on his behalf arising out of or related in any way to his employment with Panera and/or termination from 
Panera.

 Mr. Vanzura further agrees to dismiss with prejudice any and all pending claims against Panera and he further agrees not 
to file any claims against Panera relating to any matter(s) arising from the beginning of time to the date of this General Release.  

 Mr. Vanzura further agrees and understands that, in addition to any other conditions that may be set forth herein regarding 
the payment of the consideration, the consideration is not due and payable until any and all pending matters against Panera are 
withdrawn and/or dismissed with prejudice and Panera has been notified in writing by the agency (ies) or court(s) of such withdrawal 
and/or dismissal.

 Mr. Vanzura further agrees to execute such forms as are reasonably necessary for processing the consideration listed in 
Attachment A. 

 Mr. Vanzura further agrees and understands that all of the payments made pursuant to this Agreement should be made 
so as to comply with or be exempt from or not be covered by Section 409A of the Internal Revenue Code of 1986, as amended 
(the “Code”), which includes, in the Company's sole discretion, reasonably postponing or accelerating the payment of any amounts 
due under this Agreement as is necessary to comply with, or be exempt from or not be covered by the requirements of Section 
409A of the Code.  

 Mr. Vanzura further understands that the payment of the consideration is not due until all pre-conditions of this Agreement 
have been completed, including the expiration of the revocation period.

 Mr. Vanzura acknowledges that:

  (i)  This Agreement is written in a manner which he understands and entitles him to receive money and/or benefits 
which he would not have received apart from this Agreement;

  (ii)  By draft copy of this Agreement, Panera has given him written notice to consult an attorney and he has been 
given the opportunity to consult with counsel of his own choosing;

  (iii)  He has been given adequate time (including in excess of 21 days) to consider this Agreement before signing 



it, and if he should have signed it on or before 21 days have elapsed, he does so voluntarily and with full knowledge of the binding 
terms set forth in this Agreement.  Accordingly, Mr. Vanzura will make no claim that this Agreement is null and void should he 
sign it on or before the 21 day period;

  (iv)  He has the right to revoke this Agreement within eight (8) days of signing it by notifying Elizabeth Dunlap, 
SVP & Chief People Officer, Panera, LLC, 3630 S. Geyer Rd., St. Louis, MO 63127, in writing of his intention to do so; 

  (v)  By signing this Agreement, he understands that he is waiving any rights or claims arising under ERISA, 
ADA, ADEA, TITLE VII, OWBPA, COBRA, FLSA or under any other federal, state, municipal, city, town or common law, 
including, but not limited to, any claims he have filed and/or could file; and

  (vi)  His execution of this Agreement is his own free, voluntary and knowing act and deed.

 (b)  As part of this Agreement and for the consideration received, Mr. Vanzura will execute another General Release 
similar to the one attached hereto as Attachment B immediately prior to or on his last day of employment.

 4.  Panera Property.  Mr. Vanzura agrees to immediately return all property belonging to Panera (including, but not limited 
to, computer, files, and reports) upon his effective date of termination or such other time as Panera may direct and he will not 
retain copies of any property he returns.

 5.  Confidentiality.  Mr. Vanzura agrees not to disclose any confidential or proprietary information belonging and/or 
pertaining to Panera.  Mr. Vanzura further agrees that he will not disclose or discuss any alleged claims against Panera with anyone. 

 Mr. Vanzura further agrees that he will not disclose or discuss the existence of this Agreement and/or the financial terms 
or any other provisions of this Agreement with anyone.

 Nothing in this Agreement prohibits Mr. Vanzura from:

 (a)  Disclosing the monetary consideration obtained under this Agreement where disclosure is required by law; or

 (b)  Disclosing this Agreement for the sole purpose of finalizing and/or enforcing this Agreement; or

 (c)  Disclosing this Agreement to his accountant for tax purposes; or

 (d)  Disclosing any alleged claims and/or this Agreement where disclosure is required by law (which includes requests 
for disclosure from discrimination enforcement agencies).

 6.   Non-disparagement.  Mr. Vanzura agrees that he will not initiate or make any disparaging remarks and/or statements 
about the Company, its franchisees, affiliates or subsidiaries, their present and former employees, officers, directors or products 
and services and he not make any statements or remarks which could harm Panera.  

 7.  General Provisions.  (a) Non-admissions.   It is understood and agreed that any actions or payments made by the 
Company under this Agreement are made solely to avoid any further expense, that this Agreement and the actions taken pursuant 
hereto are not to be construed as any admission of liability on the part of the Company and that the Company expressly denies 
any such liability.

 (b)   Enforcement and Applicable Law.  The breach of any provision of this Agreement will entitle the injured party to 
judicial enforcement of the Agreement.  This Agreement shall be governed by and construed as a contract in accordance with the 
laws of the State of Missouri.
 
 Mr. Vanzura agrees that should he breach any of the provisions of this Agreement and/or his Non-Compete Agreement, 
in addition to any other remedy Panera may have for a breach, including, but not limited to specific performance of the provisions, 
he will immediately return the value of the consideration if he receives under this Agreement; and pay all reasonable attorney fees 
incurred by Panera pertaining to the breach of this Agreement and/or its enforcement.

 (c)  Severability.  In case any one or more of the provisions contained in this Agreement shall, for any reason, be held to 
be invalid, illegal or unenforceable in any respect, such invalidity, illegality or unenforceability shall not affect the other provisions 
of this Agreement.  This Agreement shall be construed as if such invalid, illegal or unenforceable provision had never been contained 
herein, and each provision of this Agreement shall, if necessary, be deemed to be independent of each other and each supported 



by valid consideration.  
 
 
 (d)  Entire Agreement.  This Agreement is the final, complete and exclusive agreement of the parties with respect to the 
subject matter hereof and supersedes and merges all prior discussions between Panera and Mr. Vanzura with the exception of Mr. 
Vanzura's obligations contained in his Non-Compete Agreement.  No modification of or amendment to this Agreement, nor any 
waiver of any rights under this Agreement, will be effective unless in writing and signed by Panera and Mr. Vanzura.
 
 In Witness Whereof, Panera LLC, by its duly authorized representative, and Cedric “Rick” Vanzura executed this 
Agreement as of the day and year first written below.

CEDRIC "RICK" VANZURA

/s/ Rick Vanzura

Date:  10/14/2011

PANERA, LLC

By:  /s/ Elizabeth Dunlap

Date:  10/24/2011

  

 
  



ATTACHMENT A
 
 Whereas, my last day of employment will be December 1, 2011;

Whereas, I understand that other than the payments set forth below, all pay and benefits cease effective December 1, 
2011 and the Company will issue me a COBRA notification (and other such termination documentation) consistent with December 
1, 2011 being my last day of employment;

Whereas, no consideration is due until the latter of the expiration of the revocation period and/or withdrawal/dismissal 
of any pending claims as provided for in the General Release and continued payment of the consideration is contingent on my 
compliance with the terms of the General Release and/or my post termination obligations generally set forth in the General Release 
(including the obligations contained in the “Panera, L.L.C. Sr. Vice President and Above Confidential and Proprietary Information 
and Non-Compete Agreement” that I on signed on or about July 23, 2010 and any amendments thereto);

Whereas, the consideration set forth below is subject to reduction as set forth in Section 7.4 of the “Panera, L.L.C. Sr. 
Vice President and Above Confidential and Proprietary Information and Non-Compete Agreement” that I signed on or about July 
23, 2010 and any acknowledgements thereto); and

 Whereas, the timing of the below payments is, as more fully set forth in the General Release, subject to change based 
Section 409A of the Code considerations.

Now therefore, the consideration for my General Release is as follows:

On or about December 10, 2011, the Company will pay Mr. Vanzura the gross sum of six hundred twenty-five thousand 
dollars ($625,000.00).  Such payment will be made through Panera's payroll system with required withholdings.

The Company will pay me the maximum gross sum of four hundred eleven thousand nine hundred ninety-nine dollars 
and ninety-nine cents ($ 411,999.99) payable in twenty-six (26) bi-weekly installments of fifteen thousand eight hundred forty-
six dollars and fifteen cents ($ 15,846.15), less applicable deductions/withholdings.

The Company will effectively pay the Company portion of my health and/or dental insurance premium provided (a) I 
timely elect COBRA (with the “qualifying event” for COBRA purposes being December 1, 2011); (b) I pay with post tax dollars 
the full COBRA premiums and (c) said effective payment of “the Company portion of my health and/or dental insurance premium” 
by Panera is in a manner Panera deems, in its sole discretion, to be appropriate up to a maximum of 52 consecutive weeks following 
my last day of employment.

I expressly agree and understand that should I failed to comply with the terms of the General Release and/or my post 
termination obligations generally set forth in the General Release (including the obligations contained in the “Panera, L.L.C. Sr. 
Vice President and Above Confidential and Proprietary Information and Non-Compete Agreement” that I signed on or about July 
23, 2010 and any amendments thereto); and, as a result, continued payment of the consideration is discontinued, whatever 
consideration paid up to the date of discontinuation is sufficient consideration.

 I agree to the above.

/s/ Rick Vanzura
Cedric "Rick" Vanzura

10/14/2011
(Date)

 



ATTACHMENT B

GENERAL RELEASE

I, Cedric “Rick” Vanzura, of Hingham, Massachusetts for good and adequate consideration, hereby release and absolutely 
and forever discharge Panera, LLC, its owners, predecessors, successors, franchisees, affiliates, assigns, officers, employees, 
insurers, attorneys, investors and agents (hereinafter “Panera” and/or “Company”), from any and all suits, claims, demands, debts, 
sums of money, wage claims, overtime claims, damages, interest, attorneys' fees, expenses, actions, causes of action, judgments, 
accounts, promises, contracts, agreements, and any and all claims in law or in equity, whether now known or unknown, which I 
ever had, now have, or which I, my heirs, executors, administrators or assigns, hereafter can, shall or may have against Panera 
arising from any events occurring from the beginning of time to this date, including, without limitation of the foregoing generality, 
all of same arising directly or indirectly out of, in connection with and/or in any  manner relating to my employment with and/or 
termination from Panera, including, but expressly not limited to, any claims which I may have pursuant to the “Panera, L.L.C. Sr. 
Vice President and Above Confidential and Proprietary Information and Non-Compete Agreement” which I signed on or about 
July 23, 2010 and any amendments thereto, as well as any claims which I may have to recover damages of any kind, including 
back pay, front pay, damages asserted for physical and emotional injuries, worker's compensation benefits, disability benefits, 
wage claims, overtime claims, defamation claims, libel claims, or any claim to reinstatement and/or employment, or any claims, 
actions, complaints or charges brought by me or on my behalf or which could have been brought by me or on my behalf under 
the Employment Retirement Income Security Act of 1974 (“ERISA”), the Americans with Disabilities Act (“ADA”), Title VII of 
the Civil Rights Act, 42 U.S.C. §§2000(e) et seq., the Age Discrimination in Employment Act (“ADEA”), the Older Workers 
Benefits Protection Act (“OWBPA”), COBRA, any wage statute and/or regulation, including, but not limited to, the Fair Labor 
Standards Act (“FLSA”),  or under any other federal, state, municipal, city, town or common law.  This release is intended to be 
a general release of all claims which I may have against Panera arising out of my employment and/or termination.

I acknowledge that:

(a)  The Agreement and this General Release are written in a manner which I understand and entitle me to receive money 
which I would not have received apart from the Agreement and this General Release;

(b)  Panera has given me written notice to consult an attorney and I have been given the opportunity to consult with 
counsel of my own choosing;

(c)  I have been given adequate time (including in excess of 21 days) to consider this General Release before signing it, 
and if I should have signed it on or before 21 days have elapsed, I do so voluntarily and with full knowledge of the binding terms 
set forth in this General Release.  Accordingly, I will make no claim that this General Release is null and void should I sign it on 
or before the 21 day period;

(d)  I have the right to revoke this General Release within eight (8) days of signing it by notifying Elizabeth Dunlap, SVP 
& Chief People Officer, Panera, LLC, 3630 S. Geyer Rd., St. Louis, MO 63127, in writing of my intention to do so; and 

(e)  By signing this General Release, I understand that I am waiving any rights or claims arising under ERISA, ADA, 
ADEA, TITLE VII, OWBPA, COBRA, FLSA or under any other federal, state, municipal, city, town or common law (including, 
but not limited to, any claims I have filed and/or could file).

I acknowledge that the execution of this General Release is my own free, voluntary and knowing act and deed.

/s/ Rick Vanzura
Cedric "Rick" Vanzura

10/14/2011
(Date)



EXHIBIT 31.1

CERTIFICATION

I, William W. Moreton, certify that: 

1. I have reviewed this Quarterly Report on Form 10-Q for the quarter ended September 27, 2011 of Panera Bread Company; 

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 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 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.

          

Dated: October 31, 2011 /s/ William W. Moreton
William W. Moreton
President, Chief Executive Officer



EXHIBIT 31.2

CERTIFICATION

I, Jeffrey W. Kip, certify that: 

1. I have reviewed this Quarterly Report on Form 10-Q for the quarter ended September 27, 2011 of Panera Bread Company; 

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 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 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.

Dated: October 31, 2011 /s/ Jeffrey W. Kip
Jeffrey W. Kip
Executive Vice President, Chief Financial Officer



EXHIBIT 32

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Panera Bread Company on Form 10-Q for the quarterly period ended September 27, 
2011 (the “Report”), as filed with the Securities and Exchange Commission, we, William W. Moreton, President, Chief Executive 
Officer, and Jeffrey W. Kip, Executive Vice President, Chief Financial Officer, certify, to the best of our knowledge and belief, 
pursuant to Rule 13a-14(b) and 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 this Report fairly presents, in all material respects, the financial condition and results of 
operations of Panera Bread Company.

Dated: October 31, 2011 /s/ William W. Moreton
William W. Moreton
President, Chief Executive Officer

Dated: October 31, 2011 /s/ Jeffrey W. Kip
Jeffrey W. Kip
Executive Vice President, Chief Financial Officer
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