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Item 2.02 Results of Operations and Financial Condition.
On July 19, 2018, Diversified Restaurant Holdings, Inc. (the “Company”) filed with the Securities and Exchange Commission (the “SEC”) a preliminary
prospectus supplement (the “Preliminary Prospectus Supplement”) in connection with a proposed public offering of the Company’s common stock. The
Preliminary Prospectus Supplement contains certain preliminary estimated unaudited financial results of the Company for the three and six-month periods ended
July 1, 2018. Such financial results are furnished under the heading “Prospectus Supplement Summary - Recent Developments” and are set forth in their entirety
below.
Recent Developments
We are in the process of finalizing our results for the three and six-month periods ended July 1, 2018. The following table summarizes certain unaudited
and preliminary financial information for the three and six-month periods ended July 1, 2018, compared to financial information for three and six-month periods
ended June 25, 2017.

Same-Store Sales %

Three Months Ended (Unaudited)
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June 25, 2017
-6.4%
-3.7%
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$
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$
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$

EBITDA
+ Pre-opening costs
+ Non-recurring expenses (Restaurant-level)
+ Non-recurring expenses (Corporate-level)
Adjusted EBITDA
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Restaurant–Level EBITDA
Restaurant–Level EBITDA margin (%)

$

$

$
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$
—
—
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$
9.9%
2,137,773
(270,693)
5,540,196
$
15.0%

39,934,602
(409,090)

Six Months Ended (Unaudited)
July 1, 2018
June 25, 2017
-7.5%
-2.0%
$

76,572,030

$

84,272,566

$

(1,103,044)

$

422,030
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$
294,473
—
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$
11.6%
2,066,409
(71,457)
6,617,701
$
16.6%

8,078,584
$
—
—
698,218
8,776,802
$
11.5%
4,359,741
(698,218)
12,438,325
$
16.2%

10,278,763
325,843
14,300
161,554
10,780,460
12.8%
4,423,375
(161,554)
15,042,281
17.8%

This unaudited preliminary financial information for the three and six-month periods ended July 1, 2018 is based upon our estimates and subject to
completion of our financial closing procedures. Moreover, this data has been prepared solely on the basis of currently available information by, and are the
responsibility of, management. This preliminary financial information is not a comprehensive statement of our financial results for this period, and our actual
results may differ materially from these estimates due to the completion of our financial closing procedures, final adjustments, and other developments that may
arise between now and the time the closing procedures for the quarter are completed. There can be no assurance that these estimates will be realized, and estimates
are subject to risks and uncertainties, many of which are not within our control.

Restaurant-Level EBITDA represents net income (loss) plus the sum of non-restaurant specific general and administrative expenses, restaurant preopening costs, loss on property and equipment disposals, depreciation and amortization, other income and expenses, interest, taxes, and non-recurring expenses
related to acquisitions, equity offerings or other non-recurring expenses. Adjusted EBITDA represents net income (loss) plus the sum of restaurant pre-opening
costs, loss on property and equipment disposals, depreciation and amortization, other income and expenses, interest, taxes, and non-recurring expenses. We are
presenting Restaurant-Level EBITDA and Adjusted EBITDA, which are not presented in accordance with accounting principles generally accepted in the United
States of America (“GAAP”), because we believe they provide an additional metric by which to evaluate our operations. When considered together with our
GAAP results and the reconciliation to our net income, we believe they provide a more complete understanding of our business than could be obtained absent this
disclosure. We use Restaurant-Level EBITDA and Adjusted EBITDA together with financial measures prepared in accordance with GAAP, such as revenue,
income from operations, net income, and cash flows from operations, to assess our historical and prospective operating performance and to enhance the
understanding of our core operating performance. Restaurant-Level EBITDA and Adjusted EBITDA are presented because: (i) we believe they are useful measures
for investors to assess the operating performance of our business without the effect of non-cash depreciation and amortization expenses; (ii) we believe investors
will find these measures useful in assessing our ability to service or incur indebtedness; and (iii) they are used internally as benchmarks to evaluate our operating
performance or compare our performance to that of our competitors.
Additionally, we present Restaurant-Level EBITDA because it excludes the impact of general and administrative expenses and restaurant pre-opening
costs, which is non-recurring. The use of Restaurant-Level EBITDA thereby enables us and our investors to compare our operating performance between periods
and to compare our operating performance to the performance of our competitors. The measure is also widely used within the restaurant industry to evaluate
restaurant level productivity, efficiency, and performance. The use of Restaurant-Level EBITDA and Adjusted EBITDA as performance measures permits a
comparative assessment of our operating performance relative to our performance based on GAAP results, while isolating the effects of some items that vary from
period to period without any correlation to core operating performance or that vary widely among similar companies. Companies within our industry exhibit
significant variations with respect to capital structure and cost of capital (which affect interest expense and tax rates) and differences in book depreciation of
property and equipment (which affect relative depreciation expense), including significant differences in the depreciable lives of similar assets among various
companies. Our management team believes that Restaurant-Level EBITDA and Adjusted EBITDA facilitate company-to-company comparisons within our
industry by eliminating some of the foregoing variations.
Restaurant-Level EBITDA and Adjusted EBITDA are not determined in accordance with GAAP and should not be considered in isolation or as an
alternative to net income, income from operations, net cash provided by operating, investing, or financing activities, or other financial statement data presented as
indicators of financial performance or liquidity, each as presented in accordance with GAAP. Neither Restaurant-Level EBITDA nor Adjusted EBITDA should be
considered as a measure of discretionary cash available to us to invest in the growth of our business. Restaurant-Level EBITDA and Adjusted EBITDA as
presented may not be comparable to other similarly titled measures of other companies and our presentation of Restaurant-Level EBITDA and Adjusted EBITDA
should not be construed as an inference that our future results will be unaffected by unusual items. Our management recognizes that Restaurant-Level EBITDA and
Adjusted EBITDA have limitations as analytical financial measures.
Note Regarding Preliminary Results . Our unaudited preliminary financial information for the three and six-month periods ended July 1, 2018 is based
upon our estimates and subject to completion of our financial closing procedures. Moreover, this data have been prepared solely on the basis of currently available
information by, and is the responsibility of, management. The preliminary financial information is not a comprehensive statement of our financial results for this
period, and our actual results may differ materially from these estimates due to the completion of our financial closing procedures, final adjustments, and other
developments that may arise between now and the time the closing procedures for the quarter are completed. There can be no assurance that these estimates will be
realized, and estimates are subject to risks and uncertainties, many of which are not within our control.
The information provided in this Item 2.02 of this Current Report on Form 8-K shall not be deemed “filed” for purposes of Section 18 of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject to the liabilities of that section, nor shall it be deemed incorporated by reference in
any filing under the Securities Act of 1933, as amended, or the Exchange Act, except as expressly set forth by specific reference in such filing.
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