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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
BUFFALO WILD WINGS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Dollar amounts in thousands)
(unaudited)
September 25,
2016

December 27,
2015

Assets
Current assets:
Cash and cash equivalents

$

14,758

11,220

—

9,043

Accounts receivable, net of allowance of $251 and $25, respectively

42,707

34,087

Inventory

13,437

15,351

7,674

6,386

Marketable securities

Prepaid expenses
Refundable income taxes

543

21,591

22,240

100,073

101,359

197,751

Property and equipment, net

605,188

604,712

Reacquired franchise rights, net

122,100

129,282

38,590

26,536

Restricted assets
Total current assets

Other assets
Goodwill

117,228

114,101

$

984,465

1,072,382

$

2,621

2,144

Accounts payable

42,963

44,760

Accrued compensation and benefits

35,360

55,578

Accrued expenses

25,831

21,678

7,302

2,147

Total assets
Liabilities and Stockholders’ Equity
Current liabilities:
Unearned franchise fees

Current portion of long-term debt and capital lease obligations
Current portion of deferred lease credits

511

59

59,813

137,257

174,401

263,623

Other liabilities

15,796

16,473

Deferred income taxes

24,689

23,726

Long-term debt and capital lease obligations, net of current portion

93,380

70,954

Deferred lease credits, net of current portion

44,310

41,869

352,576

416,645

—

—

Common stock, no par value. Authorized 44,000,000 shares; issued and outstanding 18,278,601 and
18,917,776 shares, respectively

156,872

160,353

Retained earnings

478,805

499,085

System-wide payables
Total current liabilities
Long-term liabilities:

Total liabilities
Commitments and contingencies (note 11)
Stockholders’ equity:
Undesignated stock, 1,000,000 shares authorized, none issued

Accumulated other comprehensive loss

(3,782)

Total stockholders’ equity

631,895

Noncontrolling interests

(6)

Total equity
Total liabilities and equity

$

(4,094)
655,344
393

631,889

655,737

984,465

1,072,382

See accompanying notes to consolidated financial statements.
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BUFFALO WILD WINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EARNINGS
(Amounts in thousands except per share data)
(unaudited)
Three months ended
September 25,
2016

Nine months ended

September 27,
2015

September 25,
2016

September 27,
2015

Revenue:
Restaurant sales

$

470,648

431,763

1,421,142

1,248,595

23,519

23,763

71,460

73,904

494,167

455,526

1,492,602

1,322,499

Cost of sales

136,185

126,878

418,488

370,398

Labor

Franchise royalties and fees
Total revenue
Costs and expenses:
Restaurant operating costs:

150,813

138,897

449,317

398,585

Operating

73,435

63,343

211,295

178,716

Occupancy

27,396

24,210

81,324

68,554

Depreciation and amortization

38,345

33,610

113,847

90,887

General and administrative

32,264

33,714

93,750

97,937

Preopening

1,490

4,777

5,191

9,251

Loss on asset disposals

1,393

1,269

4,489

4,180

461,321

426,698

1,377,701

1,218,508

32,846

28,828

114,901

103,991

528

1,400

2,375

1,434

32,318

27,428

112,526

102,557

9,814

8,261

33,799

32,973

22,504

19,167

78,727

69,584

Total costs and expenses
Income from operations
Interest and other expense
Earnings before income taxes
Income tax expense
Net earnings including noncontrolling interests
Net earnings attributable to noncontrolling interests

(147)

(69)

(399)

(214)

Net earnings attributable to Buffalo Wild Wings

$

22,651

19,236

79,126

69,798

Earnings per common share – basic

$

1.24

1.01

4.25

3.67

Earnings per common share – diluted

$

1.23

1.00

4.24

3.65

Weighted average shares outstanding – basic

18,296

19,022

18,609

19,006

Weighted average shares outstanding – diluted

18,353

19,167

18,650

19,118

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Net earnings including noncontrolling interests

$

22,504

19,167

78,727

69,584

69

705

(312)

1,370

69

705

(312)

1,370

22,435

18,462

Other comprehensive loss (income):
Foreign currency translation adjustments, net of tax
Other comprehensive loss (income), net of tax
Comprehensive income including noncontrolling interests
Comprehensive earnings attributable to noncontrolling interests
Comprehensive income attributable to Buffalo Wild Wings

(147)
$

22,582

(69)
18,531

See accompanying notes to consolidated financial statements.
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79,039
(399)
79,438

68,214
(214)
68,428

BUFFALO WILD WINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollar amounts in thousands)
(unaudited)
Nine months ended
September 25,
2016

September 27,
2015

Cash flows from operating activities:
Net earnings including noncontrolling interests

$

78,727

69,584

113,847

90,887

Loss on asset disposals

4,489

4,180

Deferred lease credits

4,095

Adjustments to reconcile net earnings to net cash provided by operations:
Depreciation and amortization

Deferred income taxes

962

Stock-based compensation

2,453

Excess tax benefit from stock issuance

57

Change in fair value of contingent consideration
Loss on investments in affiliates

4,260
(13,561)
11,689
(1,088)

(1,591)

—

1,904

—

Change in operating assets and liabilities, net of effect of acquisitions:
Trading securities

—

Accounts receivable

(5,025)

Inventory

(173)
(4,982)

1,954

(421)

Prepaid expenses

(1,273)

(868)

Other assets

(4,450)

74

Unearned franchise fees
Accounts payable
Income taxes
Accrued expenses

477

104

6,465

6,901

20,991

545

(10,145)

Net cash provided by operating activities

(248)

213,937

166,883

(117,850)

(124,233)

(3,862)

(209,713)

(488)

(12,301)

Cash flows from investing activities:
Acquisition of property and equipment
Acquisition of businesses
Purchase of marketable securities
Proceeds from marketable securities

1,205

Net cash used in investing activities

(120,995)

23,300
(322,947)

Cash flows from financing activities:
Proceeds from credit facility

464,521

197,422

Repayments of credit facility

(440,448)

(150,467)

Borrowings from restricted funds

1,478

Repurchases of common stock

(105,852)

Other financing activities

(1,557)

Issuance of common stock

2,199

31,634
—
(580)
2,903

Excess tax benefit from stock issuance

(57)

Tax payments for restricted stock units

(9,317)

(7,847)

(89,033)

74,153

(371)

61

Net cash provided by (used in) financing activities
Effect of exchange rate changes on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

$
See accompanying notes to consolidated financial statements.
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1,088

3,538

(81,850)

11,220

93,329

14,758

11,479

BUFFALO WILD WINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED SEPTEMBER 25, 2016 AND SEPTEMBER 27, 2015
(Dollar amounts in thousands except share and per share data)
(unaudited)
(1)

Basis of Financial Statement Presentation
The consolidated financial statements as of September 25, 2016 and December 27, 2015 , and for the three-month and nine -month periods ended
September 25, 2016 and September 27, 2015 have been prepared by Buffalo Wild Wings, Inc. pursuant to the rules and regulations of the Securities and
Exchange Commission (SEC). The financial information as of September 25, 2016 and for the three-month and nine -month periods ended September 25,
2016 and September 27, 2015 is unaudited, but, in the opinion of management, reflects all adjustments and accruals necessary for a fair presentation of
the financial position, results of operations, and cash flows for the interim periods.
References in the remainder of this document to “the Company,” “we,” “us” and “our” refer to the business of Buffalo Wild Wings, Inc. and its wholly
and majority owned subsidiaries. We operate Buffalo Wild Wings ® , R Taco ® , and PizzaRev ® restaurants as well as sell Buffalo Wild Wings and R
Taco restaurant franchises. In exchange for initial and continuing franchise fees, we give franchisees the right to use the brand names. We operate as a
single segment for reporting purposes.
At September 25, 2016 and September 27, 2015 , we operated 617 and 573 company-owned restaurants, respectively, and had 602 and 569 franchised
restaurants, respectively.
The financial information as of December 27, 2015 is derived from our audited consolidated financial statements and notes thereto for the fiscal year
ended December 27, 2015 , which are included in Part II, Item 8, of our Annual Report on Form 10-K for the fiscal year ended December 27, 2015 , and
should be read in conjunction with such financial statements.
The results of operations for the three-month and nine -month periods ended September 25, 2016 are not necessarily indicative of the results of operations
that may be achieved for the entire year ending December 25, 2016 .
Certain amounts as of December 27, 2015 have been reclassified to conform to the current year presentation. The Company reclassified amounts
previously presented separately on the consolidated balance sheets as amounts due to restricted funds into our system-wide payables, to which they were
related. Also, the Company previously classified depreciation and amortization separately on the consolidated statements of cash flows. The changes in
classification do not affect previously reported cash flows from operations, investing or financing activities in the consolidated statement of cash flows, or
the previously reported consolidated statement of earnings for any period.

(2)

Summary of Significant Accounting Policies
Our significant accounting policies are disclosed in Part II, Item 8, of our Annual Report on Form 10-K for the fiscal year ended December 27, 2015 .
There has been no significant change in our accounting policies since December 27, 2015 .
Recently Issued Accounting Standards
In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 2014-09 “Revenue with Contracts from
Customers (Topic 606).” ASU 2014-09 supersedes the current revenue recognition guidance, including industry-specific guidance. The guidance
introduces a five-step model to achieve its core principal of the entity recognizing revenue to depict the transfer of goods or services to customers at an
amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. In March 2016, the FASB issued
ASU 2016-04, “Liabilities - Extinguishments of Liabilities: Recognition of Breakage for Certain Prepaid Stored-Value Products.” ASU 2016-04 provides
specific guidance for the derecognition of prepaid stored-value product liabilities. In March 2016, the FASB issued ASU 2016-08, “Revenue from
Contracts with Customers: Principal versus Agent Considerations (Reporting Revenue Gross versus Net).” ASU 2016-08 provides specific guidance to
determine whether an entity is providing a specified good or service itself or is arranging for the good or service to be provided by another party. In April
2016, the FASB issued ASU 2016-10, “Revenue from Contracts with Customers: Identifying Performance Obligations and Licensing.” ASU 2016-10
provides clarification on the subjects of identifying performance obligations and licensing implementation guidance.
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The requirements for these standards relating to Topic 606 will be effective for interim and annual periods beginning after December 15, 2017. Early
adoption is permitted for interim and annual periods beginning after December 15, 2016. The Company expects to adopt these standards upon their
effective date. We do not believe the new revenue recognition standard will materially impact our recognition of restaurant sales from company-owned
restaurants or our recognition of continuing royalty fees from franchisees. We believe adoption of the new revenue recognition standard will impact our
accounting for other fees charged to franchisees and transactions involving our advertising funds. We are currently unable to estimate the impact on our
consolidated financial statements.
In February 2016, the FASB issued ASU 2016-02, “Leases.” ASU 2016-02 requires for lease arrangements spanning more than 12 months, an entity to
recognize an asset and liability. The updated guidance is effective for interim and annual periods beginning after December 15, 2018, and early adoption
is permitted. We believe the adoption of ASU 2016-02 will materially impact our consolidated financial statements by significantly increasing our noncurrent assets and non-current liabilities on our consolidated balance sheets in order to record the right of use assets and related lease liabilities for our
existing operating leases. We are currently unable to estimate the impact on our consolidated financial statements.
In March 2016, the FASB issued ASU 2016-09, “Compensation-Stock Compensation: Improvement to Employee Share-Based Payment Accounting.”
ASU 2016-09 provides guidance intended to simplify accounting for share-based payment transactions, including the income tax consequences,
classification of awards as either equity or liabilities, and classification on the statement of cash flows. The guidance is effective for interim and annual
periods beginning after December 15, 2016. Early adoption is permitted for any entity in any interim or annual period. We are currently evaluating the
impact of the updated guidance and believe the adoption of the guidance will impact our accounting for excess tax benefits and deficiencies. We are in the
process of determining the financial statement impact and are currently unable to estimate the impact on our consolidated financial statements.
In August 2016, the FASB issued ASU 2016-15, “Statement of Cash Flows: Classification of Certain Cash Receipts and Payments.” ASU 2016-15
provides guidance on eight specific cash flow issues with the objective of reducing diversity in practice. The guidance is effective for interim and and
annual periods beginning after December 15, 2017. Early adoption is permitted for any entity in any interim or annual period. We are currently evaluating
the impact of the guidance, but do not believe it will materially impact our consolidated financial statements.
We reviewed all other recently issued accounting pronouncements and concluded they are not applicable or not expected to be significant to our
operations.
(3)

Fair Value Measurements
The framework for measuring fair value provides a fair value hierarchy that prioritizes the inputs to the valuation techniques used to measure fair value.
The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to
unobservable inputs (Level 3). The three levels of the fair value hierarchy under Accounting Standards Codification 820 are described as follows:
•

Level 1 – Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in active markets that the
Company has the ability to access.

•

Level 2 – Inputs to the valuation methodology include:
◦
Quoted prices for similar assets or liabilities in active markets
◦
Quoted prices for identical or similar assets or liabilities in inactive markets
◦
Inputs other than quoted prices that are observable for the asset or liability
◦
Inputs that are derived principally from or corroborated by observable market data by correlation or other means
If the asset or liability has a specified (contractual) term, the level 2 input must be observable for substantially the full term of the asset or
liability.

•

Level 3 – Inputs to the valuation methodology are unobservable and significant to the fair value measurement.

The asset or liability's fair value measurement level within the fair value hierarchy is based on the lowest level of any input that is significant to the fair
value measurement. Valuation techniques maximize the use of relevant observable inputs and minimize the use of unobservable inputs.
5

The following table summarizes the financial instruments measured at fair value in our consolidated balance sheet as of September 25, 2016 :
Fair Value Measurements
Level 1

Level 2

Level 3

Total

Assets
Deferred compensation

$

8,921

—

—

8,921

—

—

40

40

8,745

—

—

8,745

Contingent consideration
Liabilities
Deferred compensation

The following table summarizes the financial instruments measured at fair value in our consolidated balance sheet as of December 27, 2015 :
Fair Value Measurements
Level 1

Level 2

Level 3

Total

Assets
Deferred compensation

$

9,043

—

—

9,043

—

—

1,551

1,551

8,958

—

—

8,958

Liabilities
Contingent consideration
Deferred compensation

Our deferred compensation assets and liabilities were composed of investments held for future needs of our non-qualified deferred compensation plan and
are reported at fair market value, using the “market approach” valuation method. The “market approach” valuation method uses prices and other relevant
information observable in market transactions involving identical assets and is a Level 1 approach. Our contingent consideration assets and liabilities
represent amounts due and owed in association with a fiscal year 2015 acquisition. These assets and liabilities were valued using a Level 3 approach that
utilizes an option pricing model and the projected future performance of certain restaurants we acquired. The future performance of these acquired
restaurants will ultimately determine the settlement amount of these assets and liabilities. Estimates of fair value are inherently uncertain and represent
only management's reasonable expectation regarding future developments. These estimates and the judgments and assumptions upon which the estimates
are based will, in all likelihood, differ in some respects from actual future results.
The following table summarizes the activity within Level 3 instruments:

Beginning balance

$

Mark to market adjustment

Three Months
Ended

Nine Months
Ended

September 25,
2016

September 25,
2016

(445)

$

485
$

Ending balance

40

(1,551)
1,591

$

40

Adjustments to the contingent consideration assets and liabilities are recognized in interest and other expense on the consolidated statements of earnings.
There was no significant activity within Level 3 instruments during the three-month or nine -month periods ended September 27, 2015 .
There were no significant transfers between the levels of the fair value hierarchy during either of the nine -month periods ended September 25, 2016 and
September 27, 2015 .
(4)

Marketable Securities
Marketable securities consisted of the following:
6

September 25,
2016

December 27,
2015

Trading
Mutual funds
Total

$

—

9,043

$

—

9,043

The Company reclassified amounts previously presented on the consolidated balance sheets as marketable securities to other assets. The amounts
represent investments held in our non-qualified deferred compensation plan. We concluded that prior period balances were immaterial to current assets
and total assets on our consolidated balance sheet and therefore, we did not reclassify the marketable securities balance in prior periods.
(5)

Property and Equipment
Property and equipment consisted of the following:
September 25,
2016
Construction in process

$

Buildings
Capital leases and buildings under deemed landlord financing
Furniture, fixtures, and equipment
Leasehold improvements
Property and equipment, gross
Less accumulated depreciation and amortization
Property and equipment, net
(6)

$

December 27,
2015

34,686

18,662

98,295

92,603

26,671

25,105

376,550

369,344

596,871

553,736

1,133,073

1,059,450

(527,885)

(454,738)

605,188

604,712

Reacquired Franchise Rights
Reacquired franchise rights consisted of the following:
September 25,
2016
Reacquired franchise rights

$

Accumulated amortization
Reacquired franchise rights, net

$

December 27,
2015

153,960

152,070

(31,860)

(22,788)

122,100

129,282

Amortization expense primarily related to amortization of reacquired franchise rights, and also included amortization of capital lease assets and software
licenses. Amortization expense for the nine -month periods ended September 25, 2016 and September 27, 2015 was $13,601 and $4,768 , respectively.
(7)

Long-Term Debt and Capital Lease Obligations
Our long-term debt and capital lease obligations consisted of the following:
Average interest rate for
the nine months ended
September 25, 2016
Revolving credit facility
Capital lease and deemed landlord
financing obligations

September 25,
2016

Maturity

1.4%

July 2018

7.1%

Various through
November 2030

$

Total debt and capital lease obligations
Less current maturities
Total long-term debt and capital lease
obligations

$
7

December 27,
2015

58,603

34,530

42,079

38,571

100,682

73,101

(7,302)

(2,147)

93,380

70,954

During the nine month period ended September 25, 2016, we had a $200,000 unsecured revolving credit facility. Interest was charged at LIBOR plus an
applicable margin based on our consolidated total leverage ratio. We also paid a commitment fee on the average unused portion of the facility at a rate per
annum based on our consolidated total leverage ratio.
The revolving credit facility contained covenants that required us to maintain certain financial ratios, including consolidated coverage, consolidated total
leverage and minimum EBITDA. The revolving credit facility also had other customary affirmative and negative covenants, including covenants that
restricted the right of the Company and its subsidiaries to merge, to lease, sell or otherwise dispose of assets, to make investments and to grant liens on
their assets. As of September 25, 2016 , we were in compliance with all of these covenants.
On October 6, 2016, we terminated the unsecured revolving credit facility and entered into a new credit agreement (see note 13).
(8)

Stockholders' Equity
During the nine -month period ended September 25, 2016 , we repurchased 758,894 shares of our common stock for an aggregate purchase price of
$105,852 . The repurchased shares were concurrently retired and credited to authorized, but unissued stock. The repurchase of these shares resulted in a
decrease in common stock of $6,446 and a decrease in retained earnings of $99,406 for the same period.
We have 1.6 million shares of common stock reserved for issuance under our current Equity Incentive Plan (Plan) for our employees, officers, and
directors. The Plan had 652,019 shares available for grant as of September 25, 2016 .
Stock Options
The exercise price for stock options issued under the Plan is to be not less than the fair market value on the date of grant with respect to incentive and
nonqualified stock options. Stock options vest in four equal annual installments and have a contractual life of seven years. We issue new shares of
common stock upon the exercise of stock options. Option activity for the nine months ended September 25, 2016 is summarized as follows:

Weighted
average
exercise price

Number
of shares
Outstanding, December 27, 2015
Granted

131,248

$

113.12

33,996

147.55

Exercised

(10,215)

71.43

Cancelled

(4,612)

152.42

Expired

(535)

Average
remaining
contractual life
(years)

Aggregate
intrinsic value

4.0 $

7,051

147.52

Outstanding, September 25, 2016

149,882

$

122.44

4.0 $

5,683

Exercisable, September 25, 2016

76,934

$

96.14

2.6 $

4,758

The aggregate intrinsic value in the table above is before applicable income taxes, based on our closing stock price of $155.38 as of the last business day
of the nine -month period ended September 25, 2016 , which would have been received by the optionees had all options been exercised and sold on that
date. As of September 25, 2016 , total unrecognized stock-based compensation expense related to nonvested stock options was approximately $2,378 ,
which is expected to be recognized over a weighted average period of approximately 2.5 years . During the nine -month periods ended September 25,
2016 and September 27, 2015 , the total intrinsic value of stock options exercised was $848 and $4,012 , respectively. During the nine -month periods
ended September 25, 2016 and September 27, 2015 , the weighted average grant date fair value of options was $47.67 and $59.11 , respectively. No
shares vested during either of the nine -month periods ended September 25, 2016 or September 27, 2015 .
Restricted Stock Units
Restricted stock units are granted annually under the Plan at the discretion of the Compensation Committee of our Board of Directors.
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We grant restricted stock units subject to three -year cliff vesting and a cumulative three -year earnings target. The number of units that vest at the end of
the three-year period is based on performance against the target. These restricted stock units are subject to forfeiture if they have not vested at the end of
the three-year period. Stock-based compensation is recognized for the number of units expected to vest at the end of the period and is expensed beginning
on the grant date through the end of the performance period.
For each grant, restricted stock units meeting the performance criteria will vest as of the end of the third fiscal year in the performance period, subject to a
Plan-specified maximum number of shares that may be issued to any individual in any year in settlement of restricted stock units. The distribution of
vested restricted stock units as common stock typically occurs in March of the following year. The common stock is issued to participants net of the
number of shares needed for the required minimum employee withholding taxes. We issue new shares of common stock upon the disbursement of
restricted stock units. Restricted stock units are contingently issuable shares, and the activity for the nine months ended September 25, 2016 was as
follows:
Weighted
average
grant date
fair value

Number
of shares
Outstanding, December 27, 2015

190,120

Granted

122,911

Vested

$

161.06
147.02

(7,449)

122.43

Cancelled

(17,579)

161.64

Outstanding, September 25, 2016

288,003

$

156.04

As of September 25, 2016 , the total stock-based compensation expense related to nonvested awards not yet recognized was $7,225 , which is expected to
be recognized over a weighted average period of 2.0 years. The weighted average grant date fair value of restricted stock units granted during the nine month periods ended September 25, 2016 and September 27, 2015 was $147.02 and $180.60 , respectively. During the nine -month periods ended
September 25, 2016 and September 27, 2015 , we recognized $862 and $10,214 , respectively, of stock-based compensation expense related to restricted
stock units. The nine -month period ended September 25, 2016 included reversals of previously recognized expenses as we reduced our estimate of
financial performance.
Employee Stock Purchase Plan
We have reserved 600,000 shares of common stock for issuance under our Employee Stock Purchase Plan (ESPP). The ESPP is available to substantially
all employees subject to employment eligibility requirements. Participants may purchase our common stock at 85% of the beginning or ending closing
price, whichever is lower, for each six-month period ending in May and November. During the nine -month periods ended September 25, 2016 , and
September 27, 2015 , we issued 12,857 and 8,747 shares of common stock, respectively, under the ESPP. As of September 25, 2016 , we had 172,901
shares available for future issuance under the ESPP.
(9)

Earnings Per Common Share
The following is a reconciliation of basic and fully diluted earnings per common share for the three-month and nine -month periods ended September 25,
2016 and September 27, 2015 :
Three Months Ended September 25, 2016
Earnings
(numerator)
Net earnings attributable to Buffalo Wild Wings

$

Earnings per common share

Shares
(denominator)

22,651
22,651

18,295,694

Effect of dilutive securities – stock options

—

33,928

Effect of dilutive securities – restricted stock units

—

23,874

22,651

18,353,496

Earnings per common share – assuming dilution

$
9

Per-share
amount
$

1.24

$

1.23

Three Months Ended September 27, 2015
Earnings
(numerator)
Net earnings attributable to Buffalo Wild Wings

$

Per-share
amount

19,236

Earnings per common share

19,236

19,022,111

—

74,204

Effect of dilutive securities – stock options
Effect of dilutive securities – restricted stock units
Earnings per common share – assuming dilution

Shares
(denominator)

$

—

70,344

19,236

19,166,659

$

1.01

$

1.00

Nine Months Ended September 25, 2016
Earnings
(numerator)
Net earnings attributable to Buffalo Wild Wings

$

Per-share
amount

79,126

Earnings per common share

79,126

18,608,533

—

33,359

Effect of dilutive securities – stock options
Effect of dilutive securities – restricted stock units
Earnings per common share – assuming dilution

Shares
(denominator)

$

—

7,958

79,126

18,649,850

$

4.25

$

4.24

Nine Months Ended September 27, 2015
Earnings
(numerator)
Net earnings attributable to Buffalo Wild Wings

$

Shares
(denominator)

69,798

Earnings per common share

69,798

19,005,859

Effect of dilutive securities – stock options

—

76,080

Effect of dilutive securities – restricted stock units

—

35,932

69,798

19,117,871

Earnings per common share – assuming dilution

Per-share
amount

$

$

3.67

$

3.65

The following is a summary of those securities outstanding at the end of the respective periods, which have been excluded from the fully diluted
calculations because the effect on net earnings per common share would have been antidilutive or were performance-granted shares for which the
performance criteria had not yet been met:
Three months ended
September 25,
2016
Stock options
Restricted stock units
(10)

Nine months ended

September 27,
2015

September 25,
2016

September 27,
2015

78,070

33,327

71,863

37,986

264,129

257,904

280,045

292,316

Supplemental Disclosures of Cash Flow Information
Nine months ended
September 25,
2016

September 27,
2015

Cash paid during the period for:
Income taxes

$

11,724

45,777

2,563

586

8,299

10,888

89

1,096

Increase in deemed owner assets and obligations

5,729

—

Increase in other assets and liabilities from hosted software arrangements

1,550

—

888

—

Interest
Noncash financing and investing transactions:
Decrease in property and equipment not yet paid for
Increase in asset retirement obligation asset and liability

Increase in capital leases

10
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Contingencies
We have a limited guarantee of the borrowings of Pie Squared Pizza, LLC, a subsidiary of Pie Squared Holdings, LLC, in the amount of $575 . We do not
believe that payment under this guarantee is probable as of September 25, 2016 .
On June 2, 2015, two of our former employees (the “plaintiffs”) filed a collective action under the Fair Labor Standards Act (“FLSA”) and putative class
action under New York state law against us in the United States District Court for the Western District of New York. The claim alleges that we have a
policy or procedure requiring employees who receive compensation in part through tip credits to perform work that is ineligible for tip credit
compensation at a tip credit rate in violation of the FLSA and New York state law. We intend to vigorously defend this lawsuit. We believe there is a
reasonable possibility of loss related to these claims, however, given the early stage of the case, we are currently unable to determine the potential range
of exposure, if any.
In addition to the litigation described above, we are involved in various other legal matters arising in the ordinary course of business. In the opinion of
management, the ultimate disposition of these other matters will not have a material adverse effect on our consolidated financial position, results of
operations, or cash flows.

(12)

Acquisition of Businesses
During the nine -month periods ended September 25, 2016 and September 27, 2015 , we acquired 1 and 54 existing, franchised Buffalo Wild Wings
restaurants, respectively. We also acquired 1 R Taco franchised restaurant and 4 Buffalo Wild Wings restaurants under construction during the ninemonth period ended September 27, 2015. The total purchase prices of $3,862 and $209,713 for franchised restaurants acquired during the nine -month
periods ended September 25, 2016 , and September 27, 2015 , respectively, were funded by cash from operations, the sale of marketable securities and
proceeds from our revolving credit facility. The acquisitions were accounted for as business combinations.
Nine Months Ended
September 25,
2016
Inventory, prepaids, and other assets

$

Property and equipment
Lease and other liabilities

38

14,036

224

65,623

(14)

Reacquired franchise rights

1,890

Capital lease obligations

—

Goodwill
$

September 27,
2015

(1,690)
100,090
(29,975)

1,724

61,629

3,862

209,713

The excess of the purchase price over the aggregate fair value of assets acquired and liabilities assumed was allocated to goodwill. The goodwill shown in
the table above is not subject to amortization but is deductible for tax purposes. The results of operations of these locations are included in our
consolidated statements of earnings as of the date of acquisition.
(13)

Subsequent Event
On October 6, 2016 , we terminated our existing revolving credit facility (see note 7) and entered into a new credit agreement (the “Credit Agreement”)
with Wells Fargo Bank, National Association and other lenders. The Credit Agreement provides the Company with a committed $500,000 unsecured
revolving credit facility (“Facility”), which expires on October 6, 2021 . The Facility includes a letter of credit subfacility of $40,000 and a swingline loan
subfacility of $20,000 . Amounts borrowed on the Facility bear interest at either a base rate as set forth in the Credit Agreement plus an applicable margin
ranging between 0.00% and 0.75% , or a LIBOR rate plus an applicable margin ranging between 1.00% and 1.75% , at the Company's option. The
applicable margins are based on our consolidated total leverage ratio. We also pay a commitment fee ranging from 0.125% to 0.250% on the average
unused portion of the facility at a rate per annum based on our consolidated total leverage ratio. As of October 23, 2016 , we had an outstanding balance
of $100,000 under the Facility.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our consolidated financial statements
and related notes included in Item 1 of Part 1 of this Quarterly Report and the audited consolidated financial statements and related notes and Management’s
Discussion and Analysis of Financial Condition and Results of Operations contained in our Annual Report on Form 10-K for the fiscal year ended December 27,
2015 . This discussion and analysis contains certain statements that are not historical facts, including, among others, those relating to our anticipated financial
performance for 2016 , cash requirements, and our expected store openings and preopening costs. Such statements are forward-looking and speak only as of the
date on which they are made. Actual results are subject to various risks and uncertainties including, but not limited to, those discussed in this Management's
Discussion and Analysis of Financial Condition and Results of Operations as well as in Item 1A of Part I of our Annual Report on Form 10-K for the fiscal year
ended December 27, 2015. Information included in this discussion and analysis includes commentary on company-owned and franchised restaurant units,
restaurant sales, same-store sales, and average weekly sales volumes. Management believes such sales information is an important measure of our performance,
and is useful in assessing consumer acceptance of the Buffalo Wild Wings, Inc. concepts and the overall health of the concepts. Franchise information also
provides an understanding of our revenues because franchise royalties and fees are based on the opening of franchised units and their sales. However, franchised
restaurant sales and same-store sales information does not represent sales in accordance with U.S. generally accepted accounting principles (GAAP), should not be
considered in isolation or as a substitute for other measures of performance prepared in accordance with GAAP and may not be comparable to financial
information as defined or used by other companies.
Critical Accounting Estimates
Our most critical accounting estimates, which are those that require significant judgment, include: valuation of long-lived assets, business combinations, lessee
involvement in construction, and stock-based compensation. An in-depth description of these can be found in our Annual Report on Form 10-K for the fiscal year
ended December 27, 2015 . There have been no changes to those policies during this period.
We are currently monitoring several restaurants in regards to the valuation of long-lived assets. Based on our current estimates of the future operating results of
these restaurants, we believe that the assets at these restaurants are not impaired. As we periodically refine our estimated future operating results, changes in our
estimates and assumptions may cause us to realize impairment charges in the future.
Overview
As of September 25, 2016 , we owned and operated 617 company-owned restaurants, including 608 Buffalo Wild Wings ® , 7 R Taco ® , and 2 PizzaRev ®
restaurants in the United States and Canada. We also franchised an additional 602 restaurants, including 595 Buffalo Wild Wings restaurants and 7 R Taco
restaurants. We are building for long-term future earnings growth by investing in Buffalo Wild Wings restaurants, domestic and international franchising, and
emerging brands. These investments will help us to achieve our vision of being a company of 3,000 total restaurants worldwide.
In 2016, we expect to open approximately 35 company-owned Buffalo Wild Wings restaurants, and we expect our franchisees to open approximately 30 Buffalo
Wild Wings restaurants in the United States and 10 Buffalo Wild Wings restaurants internationally. We anticipate coming in slightly below the low end of our
2016 earnings per diluted share guidance range of $5.65 to $5.85.
Our growth and success depend on several factors and trends. First, we will continue to focus on trends in company-owned and franchised same-store sales as an
indicator of the continued acceptance of our concept by consumers. We also review the overall trend in average weekly sales as an indicator of our ability to
increase the sales volume and, restaurant-level cash flow and restaurant-level margin as an indicator of the profitability of our company-owned restaurants. We
remain committed to high-quality operations and guest experiences.
Our revenue is generated by:
•

Sales at our company-owned restaurants, which represented 95% of total revenue in the third quarter of 2016 . Food and nonalcoholic beverages
accounted for 80% of restaurant sales. Alcoholic beverages accounted for 19% of restaurant sales. Other items accounted for the remaining 1% of
restaurant sales. The menu items with the highest sales volumes in the third quarter of 2016 are boneless and traditional wings, representing 22% and 21%
of restaurant sales, respectively.

•

Royalties and franchise fees received from our franchisees.

A second factor is our success in developing restaurants, including international locations. There are inherent risks in opening new restaurants, especially in new
markets or countries, including the lack of experience, logistical support, and brand
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awareness. These factors may result in lower-than-anticipated sales and cash flow for restaurants in new markets, along with higher preopening costs. We believe
our focus on new restaurant opening procedures, along with our expanding domestic and international presence, will help to mitigate the overall risk associated
with opening restaurants in new markets.
Third, we continue to monitor and react to changes in our cost of sales. The cost of sales is difficult to predict, as it has ranged from 28.9% to 30.3% of restaurant
sales per quarter in our 2015 fiscal year and year-to-date in 2016 , mostly due to the price fluctuations in chicken wings. We are focused on minimizing the impact
of rising costs per wing. Our efforts include selling wings by portion, new purchasing strategies, menu price increases, and reduced food waste, as well as
marketing promotions, menu additions, and menu changes that affect the percentage that chicken wings represent of total restaurant sales. We will continue to
monitor the cost of chicken wings, as it can significantly change our cost of sales and cash flow from company-owned restaurants. Current-month chicken wing
prices are determined based on the average of the previous month’s wing market plus mark-up for processing and distribution. If the monthly average exceeds an
upper threshold or falls below a lower threshold set in the contract, we split the impact with our suppliers, reducing our risk related to wing price fluctuations. We
continually evaluate alternative pricing models in order to mitigate price volatility.
We generate cash from the operation of company-owned restaurants and from franchise royalties and fees. We highlight the specific costs associated with the
ongoing operation of our company-owned restaurants in the consolidated statements of earnings under “Restaurant operating costs.” Our depreciation and
amortization expense consists primarily of depreciation related to assets used by our company-owned restaurants and amortization of reacquired franchise rights.
Preopening costs are those costs associated with opening new company-owned restaurants and will vary quarterly based on the number of new locations opening
and under construction. Loss on asset disposals is related to company-owned restaurants and includes the costs associated with remodels, closures of locations, and
normal asset retirements. General and administrative expenses are related to home office and field support provided to both company-owned restaurant and
franchising operations.
We operate on a 52- or 53-week fiscal year ending on the last Sunday in December. Both of the third quarters of 2016 and 2015 consisted of 13 weeks.
Quarterly Results of Operations
Our operating results for the periods indicated are expressed below as a percentage of total revenue, except for the components of restaurant operating costs, which
are expressed as a percentage of restaurant sales. The information for each three-month and nine -month period is unaudited, and we have prepared it on the same
basis as the audited financial statements. In the opinion of management, all necessary adjustments, consisting only of normal recurring adjustments, have been
included to fairly present the unaudited quarterly results.
Quarterly and annual operating results may fluctuate significantly as a result of a variety of factors, including increases or decreases in same-store sales, changes in
commodity prices, the timing and number of acquisitions and new restaurant openings and related expenses, asset impairment charges, store closing charges,
general economic conditions, stock-based compensation, and seasonal fluctuations. As a result, our quarterly results of operations are not necessarily indicative of
the results that may be achieved for any future period.
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Three months ended
September 25,
2016

Nine months ended

September 27,
2015

September 25,
2016

September 27,
2015

95.2 %

94.8

95.2

94.4

4.8

5.2

4.8

5.6

100.0

100.0

100.0

100.0

Cost of sales

28.9

29.4

29.4

29.7

Labor

32.0

32.2

31.6

31.9

Operating

15.6

14.7

14.9

14.3

Occupancy

5.8

5.6

5.7

5.5

Depreciation and amortization

7.8

7.4

7.6

6.9

General and administrative

6.5

7.4

6.3

7.4

Preopening

0.3

1.0

0.3

0.7

Revenue:
Restaurant sales
Franchise royalties and fees
Total revenue
Costs and expenses:
Restaurant operating costs:

Loss on asset disposals

0.3

0.3

0.3

0.3

93.4

93.7

92.3

92.1

Income from operations

6.6

6.3

7.7

7.9

Interest and other expense

0.1

0.3

0.2

0.1

Earnings before income taxes

6.5

6.0

7.5

7.8

Income tax expense

2.0

1.8

2.3

2.5

Total costs and expenses

Net earnings including noncontrolling interests
Net earnings attributable to noncontrolling interests
Net earnings attributable to Buffalo Wild Wings

4.6

4.2

5.3

5.3

(0.0)

(0.0)

(0.0)

(0.0)

4.2

5.3

5.3

4.6 %
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The number of company-owned and franchised restaurants open are as follows:
Nine Months Ended
September 25, 2016

September 27, 2015

Corporate

Franchise

Total

Corporate

Franchise

Total

Beginning of period

590

573

1,163

487

584

1,071

Opened

19

25

44

29

37

66

Acquired

1

(1)

—

54

(54)

—

Buffalo Wild Wings

Closed/relocated

(2)

(2)

(4)

(2)

(4)

(6)

End of period

608

595

1,203

568

563

1,131

Beginning of period

4

6

10

2

7

9

Opened

3

1

4

—

—

—

Acquired

—

—

—

1

(1)

—

Closed/relocated

—

—

—

—

—

—

End of period

7

7

14

3

6

9

Beginning of period

2

n/a

2

2

n/a

2

Opened

—

n/a

—

—

n/a

—

Acquired

—

n/a

—

—

n/a

—

Closed/relocated

—

n/a

—

—

n/a

—

End of period

2

n/a

2

2

n/a

2

617

602

1,219

573

569

1,142

R Taco

PizzaRev

Consolidated
End of the period

The restaurant sales for company-owned and franchised restaurants are as follows (amounts in thousands):
Three months ended
September 25,
2016
Company-owned restaurant sales

$

Franchised restaurant sales

Nine months ended

September 27,
2015

September 25,
2016

September 27,
2015

470,648

431,763

1,421,142

1,248,595

466,941

465,515

1,419,238

1,461,104

Increases (decreases) in comparable same-store sales for Buffalo Wild Wings restaurants in the United States and Canada are as follows (based on restaurants
operating at least fifteen months):
Three months ended
September 25,
2016

Nine months ended

September 27,
2015

September 25,
2016

September 27,
2015

Company-owned same-store sales

(1.8)%

3.9

(1.9)

5.0

Franchised same-store sales

(1.6)

1.2

(2.3)

3.3

The average prices paid per pound for chicken wings for company-owned Buffalo Wild Wings restaurants are as follows:
Three months ended
September 25,
2016
Average price per pound

$

1.72
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Nine months ended

September 27,
2015
1.79

September 25,
2016
1.87

September 27,
2015
1.83

Results of Operations for the Three Months Ended September 25, 2016 and September 27, 2015
Restaurant sales increased by $38.9 million , or 9.0% , to $470.6 million in 2016 from $431.8 million in 2015 . The increase in restaurant sales was due to a $46.0
million increase associated with 23 company-owned restaurants that opened or were acquired in 2016 and the company-owned restaurants that opened or were
acquired before 2016 that did not meet the criteria for same-store sales for all or part of the three-month period, partially offset by an $7.1 million decrease related
to a 1.8% decrease in same-store sales at Buffalo Wild Wings restaurants.
Franchise royalties and fees decreased by $0.2 million , or 1.0% , to $23.5 million in 2016 from $23.8 million in 2015 . The decrease was due to lower average
weekly sales and a 1.6% decrease in same-store sales for the franchised Buffalo Wild Wings restaurants in operation at the end of the period compared to the same
period in 2015 .
Cost of sales increased by $9.3 million , or 7.3% , to $136.2 million in 2016 from $126.9 million in 2015 due primarily to more company-owned restaurants being
operated in 2016 . Cost of sales as a percentage of restaurant sales decrease d to 28.9% in 2016 from 29.4% in 2015 , due to menu price increases and adjustments
of 3.6% compared to the third quarter of 2015 and lower chicken wing prices. During the third quarter of 2016 , the average cost per pound for traditional chicken
wings was $1.72 , a 3.9% decrease over the same period in 2015 .
Labor expenses increased by $11.9 million , or 8.6% , to $150.8 million in 2016 from $138.9 million in 2015 due primarily to more restaurants being operated in
2016 . Labor expenses as a percentage of restaurant sales decreased to 32.0% in 2016 from 32.2% in 2015 . Cost of labor as a percentage of restaurant sales
decreased primarily due to a decrease in bonus expenses and benefit costs, partially offset by a 5% increase in average rates of pay for our hourly employees and an
increase in management salaries as a percentage of sales due to deleveraging salaries expense on the same-store sales decrease.
Operating expenses increased by $10.1 million , or 15.9% , to $73.4 million in 2016 from $63.3 million in 2015 due primarily to more restaurants being operated in
2016 . Operating expenses as a percentage of restaurant sales increased to 15.6% in 2016 from 14.7% in 2015 . The increase in operating expenses as a percentage
of restaurant sales was primarily due to increases in general liability insurance, fees for an additional pay-per-view event, and deleveraging repair and maintenance
expenses on the same-store-sales decrease.
Occupancy expenses increased by $3.2 million , or 13.2% , to $27.4 million in 2016 from $24.2 million in 2015 due primarily to more restaurants being operated in
2016 . Occupancy expenses as a percentage of restaurant sales increased to 5.8% in 2016 from 5.6% in 2015 primarily due to deleveraging rent costs on the samestore sales decrease.
Depreciation and amortization increased by $4.7 million , or 14.1% , to $38.3 million in 2016 from $33.6 million in 2015 . The increase was primarily due to the
additional depreciation related to the 44 additional company-owned restaurants compared to the same period in 2015 . Depreciation and amortization as a
percentage of total revenue increased to 7.8% in 2016 from 7.4% in 2015 , due primarily to deleveraging on the same-store sales decrease.
General and administrative expenses decreased by $1.5 million , or 4.3% , to $32.3 million in 2016 from $33.7 million in 2015 primarily due to decreased stockbased compensation, bonus, and travel expenses. Stock-based compensation totaled $0.3 million in the third quarter and $4.5 million in the prior year. The
decrease in stock-based compensation included reversals of previously recognized expense as the estimate of financial performance was reduced for our restricted
stock units. General and administrative expenses as a percentage of total revenue decreased to 6.5% in 2016 from 7.4% in 2015 primarily due to decreases in stockbased compensation and bonus expense, partially offset by an increase in professional fees.
Preopening costs decreased by $3.3 million to $1.5 million in 2016 from $4.8 million in 2015 . In 2016 , we incurred costs of $1.2 million for nine new companyowned restaurants opened in the third quarter of 2016 and costs of $0.3 million for restaurants that will open in the fourth quarter of 2016 or later. In 2015 , we
incurred costs of $3.3 million for 17 new company-owned restaurants opened in the third quarter of 2015 and costs of $1.5 million for restaurants that opened in
the fourth quarter of 2015 or later. Preopening costs per new company-owned Buffalo Wild Wings restaurant averaged $276,000 and $253,000 , in the third
quarters of 2016 and 2015 , respectively.
Loss on asset disposals increased by $0.1 million to $1.4 million in 2016 from $1.3 million in 2015 . The expense in 2016 and 2015 represented disposals due to
remodels, and the write-off of miscellaneous equipment.
Interest and other expenses decreased to $0.5 million in 2016 from other expense of $1.4 million in 2015 . Interest and other expenses in 2016 consisted of a loss
on our minority investment in Pie Squared Holdings of $0.7 million and interest expense of $0.9 million, partially offset by a gain related to the increase in fair
value of our contingent consideration.
Provision for income taxes increased $1.6 million to $9.8 million in 2016 from $8.3 million in 2015 . The effective tax rate increased to 30.4% in 2016 from 30.1%
in 2015 primarily due to employment credits. We estimate our effective tax rate in 2016 will be about 30.3% based on federal and state tax rates and credits
currently in effect.
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Results of Operations for the Nine Months Ended September 25, 2016 and September 27, 2015
Restaurant sales increased by $172.5 million , or 13.8% , to $1.4 billion in 2016 from $1.2 billion in 2015 . The increase in restaurant sales was due to a $195.3
million increase associated with 23 new company-owned restaurants that opened or were acquired in 2016 and the company-owned restaurants that opened or were
acquired before 2016 that did not meet the criteria for same-store sales for all or part of the nine -month period, partially offset by a $22.7 million decrease related
to a 1.9% decrease in same-store sales.
Franchise royalties and fees decreased by $2.4 million , or 3.3% , to $71.5 million in 2016 from $73.9 million in 2015 . The decrease was due to lower average
weekly sales volumes and a 2.3% decrease in same-store sales for the franchised Buffalo Wild Wings restaurants in operation at the end of the period compared to
the same period in 2015 .
Cost of sales increased by $48.1 million , or 13.0% , to $418.5 million in 2016 from $370.4 million in 2015 due primarily to more restaurants being operated in
2016 . Cost of sales as a percentage of restaurant sales decreased to 29.4% in 2016 from 29.7% in 2015 , primarily due to menu price increases and adjustments of
approximately 3.4% taken over the same period in 2015 . During the first nine months of 2016 , the average cost per pound for traditional wings was $1.87 , a 2.2%
increase over the same period in 2015 and did not impact cost of sales as a percentage of restaurant sales.
Labor expenses increased by $50.7 million , or 12.7% , to $449.3 million in 2016 from $398.6 million in 2015 due primarily to more restaurants being operated in
2016 . Labor expenses as a percentage of restaurant sales decreased to 31.6% in 2016 from 31.9% in 2015 . Cost of labor as a percentage of restaurant sales
decreased primarily due to decreased bonus expenses and lower effective payroll tax rates, partially offset by deleveraging salaries expenses on the decrease in
same-store sales.
Operating expenses increased by $32.6 million , or 18.2% , to $211.3 million in 2016 from $178.7 million in 2015 due primarily to more restaurants being operated
in 2016 . Operating expenses as a percentage of restaurant sales increased to 14.9% in 2016 from 14.3% in 2015 , due primarily to deleveraging repair and
maintenance expenses.
Occupancy expenses increased by $12.8 million , or 18.6% , to $81.3 million in 2016 from $68.6 million in 2015 due primarily to more restaurants being operated
in 2016 . Occupancy expenses as a percentage of restaurant sales increased to 5.7% in 2016 from 5.5% in 2015 due primarily to deleveraging rent costs with the
same-store sales decrease.
Depreciation and amortization increased by $23.0 million , or 25.3% , to $113.8 million in 2016 from $90.9 million in 2015 . The increase was primarily due to the
additional depreciation related to the 44 additional company-owned restaurants compared to the same period in 2015 . Depreciation and amortization as a
percentage of total revenue increased to 7.6% in 2016 from 6.9% in 2015 . The increase was due to amortization of reacquired franchise rights and depreciation
related to capital leases acquired as part of the acquisitions we completed in 2015.
General and administrative expenses decreased by $4.2 million , or 4.3% , to $93.8 million in 2016 from $97.9 million in 2015 and decreased as a percentage of
total revenue to 6.3% in 2016 from 7.4% in 2015 , primarily due to the decreases in stock-based compensation and bonus expenses. The decrease in stock-based
compensation included reversals of previously recognized expense as the estimate of financial performance was reduced for our restricted stock units.
Preopening costs decreased by $4.1 million to $5.2 million in 2016 from $9.3 million in 2015 . In 2016 , we incurred costs of $4.9 million for 22 new companyowned restaurants opened in the first nine months of 2016 and costs of $0.3 million for restaurants that will open in the fourth quarter of 2016 or later. In 2015 , we
incurred costs of $7.6 million for 29 new company-owned restaurants opened in the first nine months of 2015 and costs of $1.7 million for restaurants that opened
in the fourth quarter of 2015 or later. Preopening costs per new company-owned Buffalo Wild Wings restaurant averaged $276,000 and $272,000 in 2016 and 2015
, respectively.
Loss on asset disposals and impairment increased by $0.3 million to $4.5 million in 2016 from $4.2 million in 2015 . The expense in 2016 represented disposals
due to remodels and the write-off of miscellaneous equipment. The expense in 2015 represented two store closures, the write-off of miscellaneous equipment and
disposals due to remodels.
Interest and other expenses increased to $2.4 million in 2016 from $1.4 million in 2015 . Interest and other expenses in 2016 consisted primarily of interest expense
on our long-term debt and capital lease obligations of $2.6 million and a loss on our minority investment in Pie Squared Holdings of $1.9 million, partially offset
by a gain related to an increase in the valuation of our contingent consideration of $1.6 million.
Provision for income taxes increased $0.8 million to $33.8 million in 2016 from $33.0 million in 2015 . The effective tax rate decreased to 30.0% in 2016 from
32.2% in 2015 primarily due to employment credits.
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Liquidity and Capital Resources
Our primary liquidity and capital requirements have been for constructing, remodeling and maintaining our new and existing company-owned restaurants; working
capital; acquisitions; improving technology; share repurchases; and other general business needs. Depending on the size of the transaction, acquisitions of
businesses or investments in affiliates and share repurchases are generally funded by our revolving credit facilities. Our other liquidity and capital requirements are
primarily funded with cash from operations.
Our cash balance at September 25, 2016 was $14.8 million . As of September 25, 2016 , we had $141.4 million available under our revolving credit facility, which
was terminated on October 6, 2016. As of October 23, 2016 , we had $400 million available under our new revolving credit facility dated October 6, 2016.
For the nine months ended September 25, 2016 , net cash provided by operating activities was $213.9 million . Net cash provided by operating activities consisted
primarily of net earnings adjusted for non-cash expenses and a decrease in refundable income taxes, partially offset by a decrease in accrued expenses. The
decrease in refundable income taxes was primarily due to the receipt of an expedited refund for a portion of the year-end receivable balance and the timing of
estimated tax payments. The decrease in accrued expenses was primarily due to the timing of bonus and payroll payments.
For the nine months ended September 27, 2015 , net cash provided by operating activities was $166.9 million . Net cash provided by operating activities consisted
primarily of net earnings adjusted for non-cash expenses and an increase in accounts payable, partially offset by a decrease in deferred tax liabilities. The decrease
in deferred tax liabilities was primarily due to lower bonus depreciation. The increase in accounts payable was primarily due to an increase in the number of
restaurants.
For the nine months ended September 25, 2016 and September 27, 2015 , net cash used in investing activities was $121.0 million and $322.9 million , respectively.
Investing activities included purchases of property and equipment related to the additional company-owned restaurants and restaurants under construction in both
periods as well as the acquisition of 55 franchised restaurants in 2015. During the first nine months of 2016 and 2015 , we opened or acquired 23 and 84
restaurants, respectively. In 2016 , we expect capital expenditures of approximately $96.8 million for the cost of approximately 35 and 5 new or relocated
company-owned Buffalo Wild Wings and R Taco restaurants, respectively, $7.3 million for technology improvements on our restaurant and corporate systems, and
$53.8 million for capital expenditures at our existing restaurants. In the first nine months of 2015 , we purchased $12.3 million of marketable securities and
received proceeds of $23.3 million for sales of marketable securities.
For the nine months ended September 25, 2016 and September 27, 2015 , net cash provided by (used in) financing activities was $(89.0) million and $74.2 million
, respectively. Net cash used in financing activities for 2016 primarily consisted of repayments of our line of credit of $440.4 million and repurchases of our
common stock of $105.9 million , partially offset by proceeds from our line of credit of $464.5 million and short-term borrowings from our national advertising
and gift card funds of $1.5 million . We expect to repurchase $150 million worth of Buffalo Wild Wings shares in 2016. Additional cash used in financing
activities was due to tax payments for restricted stock units of $9.3 million , partially offset by proceeds from the issuance of common stock of $2.2 million . Net
cash provided by financing activities for 2015 primarily consisted of proceeds from our line of credit of $197.4 million and short-term borrowing from our national
advertising and gift card funds of $31.6 million, partially offset by repayments of our line of credit of $150.5 million. Additional cash used in financing activities
was due to tax payments for restricted stock units of $7.8 million , partially offset by proceeds from the issuance of common stock of $2.9 million and the excess
tax benefit from stock issuance of $1.1 million . No additional funding from the issuance of common stock (other than from the exercise of options and purchase of
stock under the employee stock purchase plan) is anticipated for the remainder of 2016 .
Our liquidity is impacted by minimum cash payment commitments resulting from lease obligations for our restaurants and our corporate office. Initial lease terms
are generally 10 to 15 years with renewal options and generally require us to pay a proportionate share of real estate taxes, insurance, common area maintenance,
and other operating costs. Some restaurant leases provide for contingent rental payments based on sales thresholds, which are excluded from the summary of
contractual obligations and commitments below.
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The following table presents a summary of our contractual obligations and commitments as of September 25, 2016 :
Payments Due By Period (in thousands)
Less than
One year

Total
Operating lease obligations

$

1-3 years

After 5
years

3-5 years

700,258

83,438

155,495

127,926

333,399

45,750

4,770

9,681

9,530

21,769

9,834

819

2,055

2,107

4,853

Commitments for restaurants under development

49,308

2,452

7,578

7,648

31,630

Revolving credit facility

58,603

—

58,603

—

—

9,000

1,000

4,000

4,000

—

872,753

92,479

237,412

151,211

391,651

Capital lease obligations
Deemed landlord financing obligations

Other commitments
Total

$

The maturity of the revolving credit facility in the table above reflects the contractual obligations of the company as of September 25, 2016. As described in note
13 to the consolidated financial statements, the revolving credit facility was terminated on October 6, 2016. The company also entered into an agreement for a new
revolving credit facility on October 6, 2016 that expires on October 6, 2021.
We believe the cash flows from our operating activities will be sufficient to fund our operations and building commitments and meet our obligations for the
foreseeable future. Depending on the size of the transaction, acquisitions or investments and share repurchases would generally be funded from cash balances or
using our revolving credit facility. Our future cash outflows related to income tax uncertainties amounted to $1,605 as of September 25, 2016 . These amounts are
excluded from the contractual obligations table due to the high degree of uncertainty regarding the timing of these liabilities.
Off-Balance Sheet Arrangements
As of September 25, 2016 , we had no off-balance sheet arrangements or transactions.
Risk Factors/Forward-Looking Statements
The foregoing discussion and other statements in this report contain various “forward-looking statements” within the meaning of Section 27A of the Securities Act
of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended (“the Exchange Act”). Forward-looking statements are based on current
expectations or beliefs concerning future events. Such statements can be identified by the use of terminology such as “anticipate,” “believe,” “estimate,” “expect,”
“intend,” “may,” “could,” “possible,” “plan,” “project,” “will,” “forecast” and similar words or expressions. Our forward-looking statements generally relate to our
growth strategy, financial results, sales efforts, franchise expectations, restaurant openings and related expense, and cash requirements. Although we believe there
is reasonable basis for the forward-looking statements, our actual results could be materially different. While it is not possible to foresee all of the factors that may
cause actual results to differ from our forward-looking statements, such factors include, among others, the risk factors that follow (all of which are discussed in
greater detail in Item 1A of Part I of our Annual Report on Form 10-K for the fiscal year ended December 27, 2015 ). Investors are cautioned that all forwardlooking statements involve risks and uncertainties and speak only as of the date on which they are made, and we do not undertake any obligation to update any
forward-looking statement.

•
•
•

Unfavorable publicity could harm our business.
Fluctuations in chicken wing prices could impact our operating income.
If we are unable to identify and obtain suitable new restaurant sites and successfully open new restaurants, our revenue growth rate and profits may be
reduced.

•
•
•
•
•

A security failure in our information technology systems could expose us to potential liability and loss of revenues.
Shortages or interruptions in the availability and delivery of food and other supplies may increase costs or reduce revenues.
Wage and hour litigation could negatively impact our performance.
Changes in employment laws or regulations could harm our performance.
Investments in new or emerging brands may not be successful.
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•
•
•
•

Our restaurants may not achieve market acceptance in the new domestic and international geographic regions we enter.
New restaurants added to our existing markets may take sales from existing restaurants.
Failure of our internal control over financial reporting could harm our business and financial results.
If the material weaknesses we have identified in our internal control over financial reporting persist or if we fail to establish and maintain effective
internal control over financial reporting, our ability to accurately report our financial results could be adversely affected.

•

Economic conditions could have a material adverse impact on our landlords or other tenants in retail centers in which we or our franchisees are located,
which in turn could negatively affect our financial results.

•

An impairment in the carrying value of our goodwill or other intangible assets could adversely affect our financial condition and consolidated results of
operations.

•

We may experience higher-than-anticipated costs associated with the opening of new restaurants or with the closing, relocating, and remodeling of
existing restaurants, which may adversely affect our results of operations.

•
•
•
•
•
•
•
•
•
•
•
•

We may be dependent on franchisees and their success.
We could face liability from or as a result of our franchisees.
We may be unable to compete effectively in the restaurant industry.
Our success depends substantially on the value of our brands and our reputation for offering guests a compelling guest experience.
Our inability to successfully and sufficiently raise menu prices could result in a decline in profitability.
Our quarterly operating results may fluctuate due to the timing of special events and other factors, including the recognition of impairment losses.
We may not be able to attract and retain qualified Team Members and key executives to operate and manage our business.
We may not be able to obtain and maintain licenses and permits necessary to operate our restaurants.
The sale of alcoholic beverages at our restaurants subjects us to additional regulations and potential liability.
Changes in consumer preferences or discretionary consumer spending could harm our performance.
A regional or global health pandemic could severely affect our business.
The acquisition of existing restaurants from our franchisees or other acquisitions may have unanticipated consequences that could harm our business and
our financial condition.

•
•
•
•
•

There is volatility in our stock price.
We may be subject to increased labor and insurance costs or current insurance may not provide adequate levels of coverage.
We are dependent on information technology and any material failure of that technology could impair our ability to efficiently operate our business.
If we are unable to maintain our rights to use key technologies of third parties, our business may be harmed.
We may not be able to protect our trademarks, service marks or trade secrets.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
We are exposed to market risk related to our investment securities, which are held to generate returns that seek to offset changes in liabilities related to the equity
market risk of our deferred compensation arrangements.
Interest Rates
We are exposed to interest rate risk on the outstanding borrowings on our revolving credit facility. As of September 25, 2016 , we had an outstanding balance of
$58.6 million under the facility. As of September 25, 2016 , we deem our interest rate risk to be immaterial.
Inflation
The primary inflationary factors affecting our operations are food, labor, restaurant operating and building costs. Substantial increases in these costs in any country
that we operate in could impact operating results to the extent that such increases cannot be passed along through higher menu prices. A large number of our
restaurant personnel are paid at rates based on the applicable federal and state minimum wages, and increases in the minimum wage rates and tip-credit wage rates
could directly affect our labor costs. Many of our leases require us to pay taxes, maintenance, repairs, insurance, and utilities, all of which are generally subject to
inflationary increases.
Commodity Price Risk
Many of the food products purchased by us are affected by weather, production, availability, and other factors outside our control. We believe that almost all of our
food and supplies are available from several sources, which helps to control food product and supply risks. We negotiate directly with independent suppliers for
our supply of food and other products. Domestically, we have a distribution contract with McLane Company, Inc. that covers food, paper, and non-food products.
We have minimum purchase requirements with some of our vendors, but the terms of the contracts and nature of the products are such that our purchase
requirements do not create a market risk. One of the primary food products used by company-owned and franchised Buffalo Wild Wings restaurants is chicken
wings. We work to counteract the effect of the volatility of chicken wing prices, which can significantly change our cost of sales and cash flow, with the
introduction of new menu items, effective marketing promotions, focused efforts on food costs and waste, and menu price increases. We also explore purchasing
strategies to reduce the severity of cost increases and fluctuations. Chicken wings accounted for approximately 24.9% of our cost of sales in the third quarters of
2016 and 2015 , with a quarterly average price per pound of $1.72 and $1.79 , respectively. If the monthly average wing price exceeds an upper threshold or falls
below a lower threshold set in the contract, we split the impact with our suppliers, reducing our risk related to wing price fluctuations.
ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures
As of September 25, 2016, management conducted an evaluation, with the participation of our Chief Executive Officer and our principal financial officer, of our
disclosure controls and procedures as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”). Based on that
evaluation, the Chief Executive Officer and principal financial officer concluded that our disclosure controls and procedures were effective as of the date of such
evaluation to provide reasonable assurance that information required to be disclosed by the Company in the reports it files or submits under the Exchange Act is
recorded, processed, summarized and reported within the time periods specified by the SEC’s rules and forms.
Remediation of Material Weaknesses in Internal Control over Financial Reporting
The Company has improved its internal control processes related to the review and approval of manual journal entries and the recognition and measurement of new
and modified lease transactions originated by the Company or acquired through business combinations. Management enhanced its internal control processes by: a)
adding controls to ensure proper review of new and modified leases and the application of relevant accounting standards; b) strengthening the review and approval
of manual journal entries; and c) adding resources to the conduct of risk assessment procedures and implementation of necessary revisions to internal control over
financial reporting, responsive to changes in the business.
During the third quarter of fiscal 2016, we successfully completed the testing necessary to conclude that the material weaknesses noted above have been
remediated.
Changes in Internal Control over Financial Reporting
Other than the actions taken under Remediation of Material Weaknesses in Internal Control over Financial Reporting discussed above, there were no changes in
our internal control over financial reporting (as defined in Rule 13a-15(f) under the Exchange
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Act) during our most recently completed fiscal quarter that have materially affected or are reasonably likely to materially affect our internal control over financial
reporting.
PART II – OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
In addition to the legal proceedings described in Note 11 to the consolidated financial statements included in Item 1 of our Quarterly Report on Form 10-Q, we are
occasionally a defendant in litigation arising in the ordinary course of our business, including claims arising from personal injuries, contract claims, wage and hour
claims, franchise-related claims, dram shop claims, employment-related claims and claims from guests or employees alleging injury, illness or other food quality,
health or operational concerns. To date, none of these types of litigation, most of which are typically covered by insurance, has had a material effect on us. We
have insured and continue to insure against many of these types of claims. A judgment on any claim not covered by or in excess of our insurance coverage could
adversely affect our financial condition or results of operations.
ITEM 2. ISSUER PURCHASES OF EQUITY SECURITIES
This table below provides information with respect to our purchases of shares of Buffalo Wild Wings common stock during the three months ended September 25,
2016 :

Period

Total Number of Shares
Purchased (a)

June 27, 2016, through July 24, 2016
July 25, 2016, through August 21, 2016

—
—

August 22, 2016, through September 25, 2016

37,572

Total

37,572

(a)
(b)

Average Price Paid per
Share
—
$
$

Total Number of Shares
Purchased as Part of
Publicly Announced
Plan (b)

Approximate Dollar
Value of Shares That
May Yet Be Purchased
Under the Plan

—

—

—

159.92

36,600

159.92

36,600

—
$

—
369,147,888

$

369,147,888

Includes shares that were surrendered to the Company to satisfy tax withholding obligations in connection with the vesting of restricted stock issued to
employees.
Shares were repurchased pursuant to repurchase programs authorized by our board of directors. The first program was announced on November 23, 2015 (the
“Prior Authorization”) and initially authorized up to $200 million of aggregate repurchases and had no expiration date. On August 16, 2016, we announced the
approval of a new program authorizing the repurchase of up to $375 million. The current program replaced the Prior Authorization effective as of August 11,
2016 and is scheduled to expire in May 2020. Shares repurchased under the programs may be made through open market and privately negotiated transactions
from time to time and in amounts that management deems appropriate. The amount and timing of share repurchases will depend upon market conditions and
other corporate considerations.

ITEM 6. EXHIBITS
See the Exhibit Index following the signature page of this report.
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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.
Date:

October 28, 2016

BUFFALO WILD WINGS, INC.
By:

/s/ Sally J. Smith
Sally J. Smith, President and Chief Executive Officer
(principal executive officer and on behalf of registrant)

By:

/s/ Jeffrey B. Sorum
Jeffrey B. Sorum, Senior Vice President, Chief
Accounting Officer (interim principal financial officer)
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EXHIBIT INDEX
BUFFALO WILD WINGS, INC.
FORM 10-Q FOR QUARTER ENDED SEPTEMBER 25, 2016
Exhibit
Number

Description

3.1

Restated Articles of Incorporation, as amended (Incorporated by reference to Exhibit 3.1 to our quarterly report on Form 10-Q for the fiscal
quarter ended June 29, 2008, file no. 000-24743).

3.2

Amended and Restated Bylaws, as amended (Incorporated by reference to Exhibit 3.1 to our current report on Form 8-K filed May 27, 2009, file
no. 000-24743).

10.1

Transition and Separation Agreement with Kathleen M. Benning, dated September 30, 2016 (Incorporated by reference to Exhibit 10.1 to our
current report on Form 8-K filed September 30, 2016, file no. 000-24743).

10.2

Credit Agreement, dated as of October 6, 2016, with the lenders from time to time party thereto and Wells Fargo Bank, National Association, as
administrative agent, swingline lender and issuing lender (Incorporated by reference to Exhibit 10.1 to our current report on Form 8-K filed
October 7, 2016, file no. 000-24743).

10.3

Employment Agreement dated October 24, 2016 with Alexander H. Ware (Incorporated by reference to Exhibit 10.1 to our current report on
Form 8-K filed October 24, 2016, file no. 000-24743).

31.1

Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act.

31.2

Certification of Principal Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act.

32.1

Certification of Chief Executive Officer Pursuant to Section 906 of the Sarbanes-Oxley Act.

32.2

Certification of Principal Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act.

101

The following financial statements from the Company’s 10-Q for the fiscal quarter ended September 25, 2016, formatted in XBRL: (i)
consolidated balance sheet, (ii) consolidated statement of earnings, (iii) consolidated statement of comprehensive income, (iv) consolidated
statement of cash flows, and (v) notes to consolidated financial statements.
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EXHIBIT 31.1
CERTIFICATION
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT
I, Sally J. Smith, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Buffalo Wild Wings, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)for the registrant and
have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.
Date: October 28, 2016
By:

/s/ Sally J. Smith
Sally J. Smith
Chief Executive Officer

EXHIBIT 31.2
CERTIFICATION
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT
I, Jeffrey B. Sorum, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Buffalo Wild Wings, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)for the registrant and
have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.
Date: October 28, 2016
By:

/s/ Jeffrey B. Sorum
Jeffrey B. Sorum
Principal Financial Officer

EXHIBIT 32.1
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 Buffalo Wild Wings, Inc. (the “Company”) on Form 10-Q for the quarter ended September 25, 2016 as filed
with the Securities and Exchange Commission (the “Report”), I, Sally J. Smith, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the SarbanesOxley Act of 2002, that:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Dated: October 28, 2016
By:

/s/ Sally J. Smith
Sally J. Smith
Chief Executive Officer

EXHIBIT 32.2
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 Buffalo Wild Wings, Inc. (the “Company”) on Form 10-Q for the quarter ended September 25, 2016 as filed
with the Securities and Exchange Commission (the “Report”), I, Jeffrey B. Sorum, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the
Sarbanes-Oxley Act of 2002, that:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Dated: October 28, 2016
By:

/s/ Jeffrey B. Sorum
Jeffrey B. Sorum
Principal Financial Officer

