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PART I: FINANCIAL INFORMATION

Item 1. CONSOLIDATED FINANCIAL STATEMENTS

Outback Steakhouse, Inc.

CONSOLIDATED BALANCE SHEETS (IN THOUSANDS)

ASSETS

Current Assets

Cash and cash equivalents
Short-term investments

Inventories

Deferred income tax asset

Other current assets

Total current assets

Property, fixtures and equipment, net

Investments in and advances to unconsolidated affiliates, net

Deferred income tax asset

Goodwill

Intangible assets, net

Other assets

Notes receivable collateral for franchisee guarantee

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities

Accounts payable

Sales taxes payable

Accrued expenses

Current portion of partner deposit and accrued buyout liability

Unearned revenue

Income taxes payable

Current portion of long-term debt

Total current liabilities

Partner deposit and accrued buyout liability
Deferred rent

Long-term debt

Guaranteed debt of franchisee

Other long-term liabilities

Total liabilities

Commitments and contingencies

Interest of minority partners in consolidated partnerships
Stockholders' Equity

Common stock, $0.01 par value, 200,000 shares authorized; 78,750 and

78,750 shares issued;

73,815 and 73,767 shares outstanding as of March 31, 2005 and December

31, 2004, respectively

MARCH 31,
2005
(UNAUDITED)

$ 103,361
1,075

57,238

15,722

52,906

230,302

1,267,122

16,996

13,313

111,843

21,353

73,049

30,178

$ 1,764,156

$ 80,341
29,409
111,067
13,054
42,666
28,518
55,953
361,008
68,456
46,643
76,657
30,283
6,114
589,161

47,789

788

DECEMBER 31,
2004

$ 87,977
1,425

63,448

12,969

53,068

218,887

1,235,151

16,254

6,660

107,719

21,683

71,438

30,239

$ 1,708,031

$ 74,162
26,735
97,124
13,561

100,895
87
54,626
367,190
63,102
44,075
59,900
30,343
6,114
570,724

48,905

788
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Additional paid-in capital 275,231
Retained earnings 1,061,688
Accumulated other comprehensive loss (1,395)
Unearned compensation related to outstanding restricted stock (1,234)

1,335,078
Less treasury stock, 4,935 and 4,983 shares at March 31, 2005 and
December 31, 2004, respectively, at cost (207,872)
Total stockholders’ equity 1,127,206

$ 1,764,156 $

See notes to unaudited consolidated financial statements.

271,109
1,025,447
(2,118)

1,295,226
(206,824)

1,088,402
1,708,031
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Outback Steakhouse, Inc.

CONSOLIDATED STATEMENTS OF INCOME
(IN THOUSANDS, EXCEPT PER SHARE DATA, UNAUDITED)

Revenues

Restaurant sales

Other revenues

Total revenues

Costs and expenses

Cost of sales

Labor and other related

Other restaurant operating

Distribution expense to employee partners, excluding stock expense
Employee partner stock buyout expense
Depreciation and amortization

General and administrative

Provision for impaired assets and restaurant closings
Income from operations of unconsolidated affiliates
Total costs and expenses

Income from operations

Other income (expense), net

Interest income

Interest expense

Income before elimination of minority partners'
interest and income taxes

Elimination of minority partners' interest

Income before provision for income taxes
Provision for income taxes

Net income

Basic earnings per common share
Basic weighted average number of shares outstanding

Diluted earnings per common share
Diluted weighted average number of shares outstanding

Cash dividends per common share

$

$

THREE MONTHS ENDED
MARCH 31,
2005 2004
(restated)

890,041 $ 789,213
5,081 4,511
895,122 793,724
325,170 292,437
212,204 187,894
178,882 157,805
22,487 18,523
2,262 2,079
29,450 24,477
40,125 32,247
776 -

97 (253)
811,453 715,209
83,669 78,515

(934) (873)
368 332

(1,158) (705)
81,945 77,269
3,428 4,168
78,517 73,101
27,559 25,270
50,958 $ 47,831
0.69 $ 0.64
73,800 74,487
0.66 $ 0.61
77,267 78,499
0.13 $ 0.13

See notes to unaudited consolidated financial statements.
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Outback Steakhouse, Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(IN THOUSANDS, UNAUDITED)

THREE MONTHS ENDED
MARCH 31,
2005 2004
(restated)
Cash flows from operating activities:
Net income $ 50,958 $ 47,831
Adjustments to reconcile net income to cash provided by operating
activities:
Depreciation and amortization 29,450 24,477
Provision for impaired assets and restaurant closings 776 -
Restricted stock expense 15 -
Employee partner stock buyout expense 2,262 2,079
Minority partners’ interest in consolidated partnerships’ income 3,428 4,168
Income from operations of unconsolidated affiliates 97 (253)
Change in deferred income taxes (9,406) 1,636
Loss on disposal of property, fixtures and equipment 1,783 900
Change in assets and liabilities, net of effects of acquisitions and FIN 46
consolidations:
Decrease in inventories 6,210 5,218
Increase in other current assets (1,246) (3,992)
Increase in other assets (1,695) (2,578)
Increase in accounts payable, sales taxes payable and accrued expenses 22,807 14,266
Increase in partner deposit and accrued buyout liability 2,631 2,071
Increase in deferred rent 2,568 1,441
Decrease in unearned revenue (58,229) (50,776)
Increase in income taxes payable 32,554 23,256
Net cash provided by operating activities 84,963 69,744
Cash flows used in investing activities:
Purchase of investment securities - (45,190)
Maturities and sales of investment securities 350 46,113
Cash paid for acquisition of business, net of cash acquired (5,200) -
Capital expenditures (64,796) (57,838)
Proceeds from the sale of property, fixtures and equipment 2,638 2,377
Increase in cash from adoption of FIN 46 - 1,080
Payments from unconsolidated affiliates 71 70
Distributions to unconsolidated affiliates (115) -
Investments in and advances to unconsolidated affiliates (72) (186)
Net cash used in investing activities (67,124) (53,574)
(CONTINUED...)
5
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Outback Steakhouse, Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(IN THOUSANDS, UNAUDITED)

Cash flows used in financing activities:

Proceeds from issuance of long-term debt

Proceeds from minority partners' contributions
Distributions to minority partners

Repayments of long-term debt

Dividends paid

Payments for purchase of treasury stock

Proceeds from reissuance of treasury stock

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period
Supplemental disclosures of cash flow information:
Cash paid for interest

Cash paid for income taxes

Supplemental disclosures of non-cash items:

Purchase of minority and employee partners' interests in cash flows of
their restaurants

Debt assumed under FIN 46R

THREE MONTHS ENDED
MARCH 31,
2005 2004
(restated)
29,869 4,107
1,130 393
(4,007) (7,788)
(11,785) (218)
(9,601) (9,684)
(17,868) (36,608)
9,807 23,040
(2,455) (26,758)
15,384 (10,588)
87,977 102,892
103,361 $ 92,304
1,071 $ 593
2,833 3,166
636 $ =
- 28,743

See notes to unaudited consolidated financial statements.
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Outback Steakhouse, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

1. Basis of Presentation and Restatement of Previously Issued Consolidated Financial Statements

This Note should be read in conjunction with Note 1, “Summary of Significant Accounting Policies” under Notes to
Consolidated Financial Statements included in Item 8, “Financial Statements and Supplementary Data” of the Annual
Report on Form 10-K (2004 10-K”) of Outback Steakhouse, Inc. (the “Company”).

Basis of Presentation

The accompanying unaudited consolidated financial statements have been prepared by the Company pursuant to the
rules and regulations of the Securities and Exchange Commission (the “SEC”). Accordingly, they do not include all the
information and footnotes required by generally accepted accounting principles for complete financial statements. In
the opinion of the Company, all adjustments (consisting only of normal recurring entries) necessary for the fair
presentation of the Company's results of operations, financial position and cash flows for the periods presented have
been included. These financial statements should be read in conjunction with the financial statements and financial
notes thereto included in the Company's 2004 10-K.

The results of operations for interim periods are not necessarily indicative of the results to be expected for the full
year.

Restatement of Previously Issued Consolidated Financial Statements

The Company began a review of its lease accounting policies following announcements beginning in December 2004
that several restaurant companies were revising their accounting practices for leases. Upon completion of its review,
the Company changed its lease accounting in 2004 and has restated certain historical financial information for prior
periods to correct errors in its lease accounting policies.

Changes to the Company’s lease accounting policies include adjusting lease terms, as defined in Statement of Financial
Accounting Standards (“SFAS”) No. 13, “Accounting for Leases,” as amended, to include option renewals that are
reasonably assured of being exercised, including the straight-line effect over the lease term of escalating rents during

the option periods and recognizing the effect of pre-opening “rent holidays” over the related lease terms.

The Company restated its consolidated balance sheet at December 31, 2003, and the consolidated statements of
income, stockholders' equity and cash flows for the years ended December 31, 2003 and 2002. The Company also
restated the quarterly financial information for fiscal 2003 and the first three quarters of fiscal 2004. The impact of the
restatement on periods prior to 2002 has been reflected as an adjustment to retained earnings of $15,240,000 as of
December 31, 2001 in the Consolidated Statements of Stockholders' Equity included in the Company’s 2004 10-K.

The Company did not amend its previously filed Annual Reports on Form 10-K or Quarterly Reports on Form 10-Q
for the restatement, and the financial statements and related financial information contained in those reports should no
longer be relied upon.

The Consolidated Financial Statements as of and for the quarter ended March 31, 2004 included in this Form 10-Q
have been restated to reflect the adjustments described above. The effects of the Company’s restatement on previously
reported Consolidated Financial Statements as of and for the quarter ended March 31, 2004 are summarized below.
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Outback Steakhouse, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

1. Basis of Presentation and Restatement of Previously Issued Consolidated Financial Statements (continued)

The following table reflects the effect of the restatement on the Consolidated Statement of Income (in thousands):

QUARTER ENDED MARCH 31,
2004 2004
as previously
reported as restated

Selected Statement of Income Data:
Other restaurant operating (1) $ 156,364 $ 157,805
Total costs and expenses 713,768 715,209
Income from operations 79,956 78,515
Income before elimination of minority partners'
interest and income taxes 78,710 77,269
Elimination of minority partners' interest 4,397 4,168
Income before provision for income taxes 74,313 73,101
Provision for income taxes 25,982 25,270
Net income 48,331 47,831
Basic earnings per common share $ 0.65 $ 0.64
Diluted earnings per common share $ 0.62 $ 0.61

(1) The “as previously reported” amounts have been adjusted for the reclassification discussed in this Note 1 of Notes to
Unaudited Consolidated Financial Statements.

The following table reflects the effect of the restatement on the Consolidated Balance Sheet (in thousands):

MARCH 31,
2004 2004
as previously
reported as restated

Selected Balance Sheet Data:

Investments in and advances to unconsolidated affiliates, net $ 15,985 $ 15,316
Total assets 1,539,879 1,539,210
Deferred rent 2,093 38,872
Deferred income tax liability 17,403 3,628
Total liabilities 413,786 436,790
Interest of minority partners in consolidated partnerships 64,053 61,926
Retained earnings 966,539 944,993
Total stockholders' equity 1,062,040 1,040,494
Total liabilities and stockholders' equity 1,539,879 1,539,210

11
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Outback Steakhouse, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

1. Basis of Presentation and Restatement of Previously Issued Consolidated Financial Statements (continued)

The following table reflects the effect of the restatement on the Consolidated Statement of Cash Flows (in thousands):

QUARTER ENDED MARCH 31,
2004 2004
as previously
reported as restated

Selected Cash Flow Data:
Net income $ 48,331 $ 47,831
Minority partners’ interest in consolidated partnerships’ income 4,397 4,168
Change in deferred income taxes 2,348 1,636
Increase in deferred rent - 1,441
Reclassification

Certain prior year amounts shown in the accompanying Consolidated Financial Statements have been reclassified to
conform to the 2005 presentation. These classifications relate to complimentary and employee meals which had
previously been included in revenues, with a corresponding offset in operating expenses in each period affected. In the
current presentation, no revenue or expense is recorded for these transactions. For the quarter ended March 31, 2004,
this reclassification totaled $22,379,000. In addition, certain management training and supervision costs have been
reclassified from other restaurant operating expense to general and administrative expense. For the quarter ended
March 31, 2004, this reclassification totaled $1,852,000. These reclassifications had no effect on total assets, total
liabilities, stockholders’ equity or net income.

12
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Outback Steakhouse, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

2. Stock-Based Compensation

The Company accounts for its stock-based employee compensation under the intrinsic value method. No stock-based
employee compensation cost is reflected in net income to the extent options granted had an exercise price equal to or
exceeding the fair market value of the underlying common stock on the date of grant. SFAS No. 123R, “Share-Based
Payment” will be adopted January 1, 2006. The following table provides pro forma net income and earnings per share
amounts using the fair value based method of SFAS No. 123, “Accounting for Stock-Based Compensation” (in
thousands, except per share data):

THREE MONTHS ENDED
MARCH 31,
2005 2004
(restated)

Net income $ 50,958 $ 47.831
Stock-based employee compensation expense included in net income,
net of related taxes 1,380 1,272
Total stock-based employee compensation expense determined
under fair value based method, net of related taxes (5,132) 4,421)
Pro forma net income $ 47,206 $ 44,682
Earnings per common share:
Basic $ 0.69 $ 0.64
Basic - pro forma $ 0.64 $ 0.60
Diluted $ 0.66 $ 0.61
Diluted - pro forma $ 0.62 $ 0.58

The preceding pro forma results were calculated with the use of the Black-Scholes option pricing model. The
following assumptions were used for the quarters ended March 31, 2005 and 2004, respectively: (1) risk-free interest
rates of 4.29% and 2.80%; (2) dividend yield of 1.24% and 1.27%; (3) expected lives of 6.3 years, and 5.0 years; and
(4) volatility of 29.1% and 30.4%. Results may vary depending on the assumptions applied within the model.
Compensation expense recognized in providing pro forma disclosures may not be representative of the effects on net
income for future years or under SFAS No. 123R, when adopted.

3. Other Current Assets

Other current assets consisted of the following (in thousands):
MARCH 31, DECEMBER 31,

2005 2004
(UNAUDITED)
Prepaid expenses $ 26,390 $ 23,020
Accounts receivable 16,894 19,473
Accounts receivable - franchisees 1,212 2,228
Assets held for sale 3,410 4,810
Deposits 2,783 2,537
Other current assets 2,217 1,000

13
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Outback Steakhouse, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
4. Property, Fixtures and Equipment, Net

Property, fixtures and equipment, net, consisted of the following (in thousands):

MARCH 31, DECEMBER 31,

2005 2004
(UNAUDITED)

Land $ 196,999 $ 196,137
Buildings & building improvements 627,591 603,856
Furniture & fixtures 195,986 184,949
Equipment 446,826 425,197
Leasehold improvements 312,189 305,618
Construction in progress 48,176 52,373
Accumulated depreciation (560,645) (532,979)

$ 1,267,122 $ 1,235,151

During the three months ended March 31, 2005, the Company recorded a provision for a restaurant closing of
approximately $776,000 for an Outback Steakhouse in Tennessee.

On August 3, 2004, the Company was approved by the United States Bankruptcy Court for the District of Delaware as

the successful bidder at an auction of designation rights for 76 properties of Chi-Chi’s, Inc. and its affiliates. The
Company’s objective in acquiring these rights is to have access to restaurant sites for conversion to one of its concepts
under its current expansion plans. The original 76 properties included 23 locations with owned land and building, 15

sale-leaseback properties with reversion rights and purchase options, 23 ground leases and 15 leases. The properties

include any real property, furniture, fixtures and equipment and liquor licenses. The designation rights allow the

Company to transfer properties to itself, to transfer properties to others or to require Chi-Chi’s to retain properties. The
right to designate properties will expire one year from the date of closing, which occurred September 20, 2004. The

purchase price for the designation rights was $42,500,000. The Company is responsible for paying the carrying costs

on each of the properties from the closing date until the date the property is designated for transfer.

Prior to September 30, 2004, Chi-Chi’s exercised a right to exclude one property from the designation rights listing, for
which the Company received a $1,100,000 payment in October 2004. Additionally, in October 2004, the Company

completed an assignment of designation rights to a third party on 25 properties in exchange for $9,975,000. Both

transactions reduced the total purchase price of the remaining properties. In November 2004, the Company required

Chi-Chi’s to retain 15 properties, leaving 35 properties to which the Company had rights as of December 31, 2004. The
remaining properties include 14 properties with owned land and building, 10 sale-leaseback properties with reversion

rights and purchase options, nine ground leases and two leases.

11
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Outback Steakhouse, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
5. Goodwill and Intangible Assets, Net

The change in the carrying amount of goodwill for the three months ended March 31, 2005 is as follows (in
thousands):

December 31, 2004 $ 107,719
Acquisition (see Note 11 of Notes to Unaudited Consolidated Financial Statements) 4,124
March 31, 2005 $ 111,843

Intangible assets, net, consisted of the following (in thousands):

WEIGHTED
DECEMBER
AVERAGE MARCH 31, 31,
AMORTIZATION 2005 2004
PERIOD
(YEARS) (UNAUDITED)
Trademarks (gross) 21 $ 12,344 $ 12,344
Less: accumulated amortization (449) (295)
Net trademarks 11,895 12,049
Trade dress (gross) 11 6,777 6,777
Less: accumulated amortization (482) (320)
Net trade dress 6,295 6,457
Favorable leases (gross, lives ranging from 2 to 24 years) 20 3,224 3,224
Less: accumulated amortization 61) @7
Net favorable leases 3,163 3,177
Intangible assets, less total accumulated amortization of
$992 and
$662 at March 31, 2005 and December 31, 2004,
respectively 18 $ 21,353 $ 21,683

The aggregate amortization expense related to these intangible assets was $330,000 for the three months ended March
31, 2005. Annual amortization expense related to these intangible assets for the next five years is anticipated to be
approximately $1,500,000.

12
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Outback Steakhouse, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
6. Other Assets

Other assets consisted of the following (in thousands):

MARCH 31, DECEMBER 31,

2005 2004
(UNAUDITED)
Other assets $ 48,785 $ 47,089
Liquor licenses, net of accumulated amortization of $4,463 and $4,291 at
March 31, 2005
and December 31, 2004, respectively 13,864 13,699
Deferred license fee, net of valuation provision of approximately $3,250
and $3,000
at March 31, 2005 and December 31, 2004, respectively 10,400 10,650
$ 73,049 $ 71,438

In January 2001, the Company entered into a ten-year licensing agreement with an entity owned by minority interest
owners of certain non-restaurant operations. The licensing agreement transferred the right and license to use certain
assets of these non-restaurant operations. The Company has deferred recognition of a gain of $1,189,000 associated
with the transaction until such time as the fees due under the licensing agreement are realized. See Note 9 of Notes to
Unaudited Consolidated Financial Statements.

7. Accrued Expenses

Accrued expenses consisted of the following (in thousands):

MARCH 31, DECEMBER 31,

2005 2004
(UNAUDITED)
Accrued payroll and other compensation $ 40,270 $ 38,552
Accrued insurance 24,791 21,818
Accrued property taxes 9,658 9,068
Other accrued expenses 36,348 27,686
$ 111,067 $ 97,124

Remaining accrued restaurant closing expenses of less than $100,000 were included in other accrued expenses as of
March 31, 2005 and December 31, 2004, related to restaurant closing provisions.

13
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Outback Steakhouse, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
8. Debt

Long-term debt consisted of the following (in thousands):

MARCH 31, DECEMBER 31,

2005 2004
(UNAUDITED)

Revolving lines of credit, uncollateralized, interest rates ranging from
2.89% to 3.48% at
March 31, 2005 and 2.89% to 3.05% at December 31, 2004, respectively $ 69,000 $ 55,000
Outback Korea notes payable, interest rates ranging from 5.45% to 7.00%
at
March 31, 2005 and December 31, 2004 32,157 27,717
Outback Japan notes payable, uncollateralized, interest rates at 0.85% at
March 31, 2005 and ranging from 0.95% to 0.96% at December 31, 2004 5,714 5,769
Outback Japan revolving lines of credit, interest rates ranging from 0.68%
t0 0.77%
at March 31, 2005 and December 31, 2004 18,715 18,895
Other notes payable, uncollateralized, interest rates ranging from
2.07% to 7.00% at March 31, 2005 and December 31, 2004 7,024 7,145
Guaranteed debt of franchisee 30,283 30,343

162,893 144,869
Less current portion 55,953 54,626
Less guaranteed debt of franchisee 30,283 30,343
Long-term debt of Outback Steakhouse, Inc. $ 76,657 $ 59,900

Effective April 27, 2004, the Company replaced a $125,000,000 revolving credit facility that was scheduled to mature
in December 2004, with a new uncollateralized three-year $150,000,000 revolving bank credit facility that matures in
June 2007. The revolving line of credit permits borrowing at interest rates ranging from 50 to 90 basis points over the
30, 60, 90 or 180-day London Interbank Offered Rate (LIBOR) (ranging from 2.85% to 3.38% at March 31, 2005 and
ranging from 2.42% to 2.78% at December 31, 2004). At March 31, 2005, the unused portion of the revolving line of
credit was $81,000,000.

The credit agreement contains certain restrictions and conditions as defined in the agreement that require the
Company to maintain consolidated net worth equal to or greater than consolidated total debt and to maintain a ratio of
total consolidated debt to EBITDAR (earnings before interest, taxes, depreciation, amortization and rent) equal to or
less than 3.0 to 1.0. At March 31, 2005, the Company was in compliance with these debt covenants.

The Company also replaced a $15,000,000 line of credit that was scheduled to mature in December 2004, with a new
$20,000,000 uncollateralized line of credit. The new line of credit matures in June 2007 and permits borrowing at
interest rates ranging from 50 to 90 basis points over LIBOR for loan draws and 65 to 112.5 basis points over LIBOR
for letter of credit advances. The credit agreement contains certain restrictions and conditions as defined in the
agreement. At March 31, 2005 and December 31, 2004, $20,000,000 and $11,782,000, respectively, of the line of
credit was committed for the issuance of letters of credit as required by insurance companies that underwrite the
Company’s workers’ compensation insurance and also where required for construction of new restaurants. On April 28,

18
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2005, this line of credit was amended to a maximum borrowing of $30,000,000. See Note 16 of Notes to Unaudited
Consolidated Financial Statements.
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Outback Steakhouse, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

8. Debt (continued)

As of March 31, 2005, the Company had approximately $7,024,000 of notes payable at interest rates ranging from
2.07% to 7.00%. These notes have been primarily issued for buyouts of general manager interests in the cash flows of
their restaurants and generally are payable over five years.

The Company has notes payable with banks bearing interest at rates ranging from 5.45% to 7.00% to finance
development of the Company’s restaurants in Korea. The notes are denominated and payable in Korean won and
mature at dates ranging from June 2005 to January 2007. As of March 31, 2005 and December 31, 2004, the
outstanding balance was approximately $32,157,000 and $27,717,000, respectively. Certain of the notes payable are
collateralized by lease and other deposits. At March 31, 2005 and December 31, 2004, collateralized notes totaled
approximately $29,581,000 and $25,346,000, respectively.

The Company has notes payable with banks to finance the development of the Company’s restaurants in Japan
(“Outback Japan”). The notes are payable to banks, collateralized by lease deposits of approximately $3,400,000 and
$3,600,000 at March 31, 2005 and December 31, 2004, respectively, and letters of credit and bear interest at 0.85%
and at rates ranging from 0.95% to 0.96% at March 31, 2005 and December 31, 2004, respectively. The notes are
denominated and payable in Japanese yen, with outstanding balances as of March 31, 2005 maturing in September
2005. As of March 31, 2005 and December 31, 2004, outstanding balances totaled approximately $5,714,000 and
$5,769,000, respectively.

In October 2003, Outback Japan established a revolving line of credit to finance the development of new restaurants in
Japan and refinance certain notes payable. The line permits borrowing up to a maximum of $10,000,000 with interest
rates ranging from 70.0 to 107.5 basis points over LIBOR. The line originally matured in December 2004, but was
amended in April 2004 with a new maturity date in June 2007. As of March 31, 2005 and December 31, 2004, the
Company had borrowed approximately $10,163,000 and $10,260,000, respectively, on the line of credit at an average
interest rate of 0.69%, with draws as of March 31, 2005 maturing from June to August 2005. The revolving line of
credit contains certain restrictions and conditions as defined in the agreement. As of March 31, 2005, the Company
was in compliance with all of the debt covenants.

In February 2004, Outback Japan established an additional revolving line of credit to finance the development of new
restaurants in Japan and refinance certain notes payable. The line permits borrowing up to a maximum of $10,000,000
with interest of LIBOR divided by a percentage equal to 1.00 minus the Eurocurrency Reserve Percentage. The line
matures in December 2006. As of March 31, 2005 and December 31, 2004, the Company had borrowed
approximately $8,552,000 and $8,635,000, respectively, on the line of credit at an average interest rate of 0.76%, with
draws as of March 31, 2005 maturing from April to September 2005. The revolving line of credit contains certain
restrictions and conditions as defined in the agreement. As of March 31, 2005, the Company was in compliance with
all of the debt covenants.

The Company is the guarantor of an uncollateralized line of credit that permits borrowing of up to $35,000,000 for a
limited liability company, T-Bird Nevada, LLC (“T-Bird”), owned by its California franchisee. This line of credit was
scheduled to mature in December 2004 but was replaced in January 2005 by an amended agreement with a new
maturity date in December 2008. The Company was required to consolidate T-Bird effective January 1, 2004 upon
adoption of FIN 46R. At March 31, 2005 and December 31, 2004, the outstanding balance on the line of credit was
approximately $30,283,000 and $30,343,000, respectively, and is included in the Company’s Consolidated Balance
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Sheets as long-term debt. The line of credit bears interest at rates ranging from 50 to 90 basis points over LIBOR.

T-Bird uses proceeds from the line of credit for the purchase of real estate and construction of buildings to be opened

as Outback Steakhouse restaurants and leased to the Company’s franchisees. According to the terms of the line of
credit, T-Bird may borrow, repay, re-borrow or prepay advances at any time before the termination date of the

agreement. The line of credit matures on December 31, 2008, at which time the entire outstanding principal amount of

the loan and any accrued interest is due.
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8. Debt (continued)

If a default under the line of credit were to occur requiring the Company to perform under the guarantee obligation, it

has the right to call into default all of its franchisees in California and exercise any rights and remedies under those

agreements as well as the right to recourse under loans T-Bird has made to individual corporations in California which

own the land and/or building which is leased to those franchise locations. Events of default are defined in the line of

credit agreement and include the Company’s covenant commitments under existing lines of credit. The Company is not
the primary obligor on the line of credit and it is not aware of any non-compliance with the underlying terms of the

line of credit agreement that would result in it having to perform in accordance with the terms of the guarantee. The

Company also guarantees additional term loans associated with the owner of T-Bird, which are not consolidated, and

which had outstanding balances of approximately $118,000 and $176,000 as of March 31, 2005 and December 31,

2004, respectively.

DEBT GUARANTEES

The Company is the guarantor of an uncollateralized line of credit that permits borrowing of up to a maximum of
$24,500,000 for its joint venture partner, RY-8, Inc. (“RY-8”), in the development of Roy's restaurants. The line of
credit originally expired in December 2004 and was renewed with a new termination date of June 30, 2007. According
to the terms of the credit agreement, RY-8 may borrow, repay, re-borrow, or prepay advances at any time before the
termination date of the agreement. On the termination date of the agreement, the entire outstanding principal amount
of the loan then outstanding and any accrued interest is due. At March 31, 2005 and December 31, 2004, the
outstanding balance on the line of credit was approximately $22,173,000 and $21,987,000, respectively.

RY-8’s obligations under the line of credit are unconditionally guaranteed by the Company and Roy’s Holdings, Inc,
(“RHI”). If an event of default occurs (as defined in the agreement, and including the Company’s covenant commitments
under existing lines of credit), then the total outstanding balance, including any accrued interest, is immediately due
from the guarantors.

If an event of default occurs and RY-8 is unable to pay the outstanding balance owed, the Company would, as
guarantor, be liable for this balance. However, in conjunction with the credit agreement, RY-8 and RHI have entered
into an Indemnity Agreement and a Pledge of Interest and Security Agreement in favor of the Company. These
agreements provide that if the Company is required to perform its obligation as guarantor pursuant to the credit
agreement, then RY-8 and RHI will indemnify OSI against all losses, claims, damages or liabilities which arise out of
or are based upon its guarantee of the credit agreement. RY-8’s and RHI’s obligations under these agreements are
collateralized by a first priority lien upon and a continuing security interest in any and all of RY-8’s interests in the
joint venture.

As a result of the Company’s recourse provisions and collateral, the estimated fair value of the guarantee to be
recorded is immaterial to its financial condition and financial statements.

The Company is the guarantor of up to $9,445,000 of a $68,000,000 note for an unconsolidated affiliate, Kentucky
Speedway, in which the Company has a 22.22% equity interest and for which the Company operates catering and
concession facilities. Payments on this note began in December 2003 with final maturity in December 2022. At March
31, 2005 and December 31, 2004, the outstanding balance and the Company’s guarantee on the note were
approximately $65,000,000 and $9,445,000, respectively. This guarantee has not been modified since the effective
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date of FIN 45, “Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of
Indebtedness of Others” and is thus not subject to the recognition or measurement requirements of FIN 45.
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DEBT GUARANTEES (continued)

The Company’s contractual unconsolidated debt guarantees as of March 31, 2005 are summarized in the table below
(in thousands):

CURRENT LONG-TERM

TOTAL PORTION PORTION
Debt guarantees $ 34,063 $ 25 $ 34,038
Amount outstanding under debt guarantees 31,736 25 31,711

9. Other Long-term Liabilities
Other long-term liabilities consisted of the following (in thousands):

MARCH 31, DECEMBER 31,

2005 2004
(UNAUDITED)
Accrued insurance $ 4,000 $ 4,000
Other deferred liability 2,114 2,114
$ 6,114 $ 6,114

In January 2001, the Company entered into a ten-year licensing agreement with an entity owned by minority interest
owners of certain non-restaurant operations. The licensing agreement transferred the right and license to use certain
assets of these non-restaurant operations. The Company has deferred the gain associated with the transaction until
such time as the amounts due under the licensing agreement are realized. See Note 6 of Notes to Unaudited
Consolidated Financial Statements.

10. Foreign Currency Translation and Comprehensive Income

For all significant non-U.S. operations, the functional currency is the local currency. Assets and liabilities of those
operations are translated into U.S. dollars using the exchange rates in effect at the balance sheet date. Results of
operations are translated using the average exchange rates for the reporting period. Translation gains and losses are
reported as a separate component of accumulated other comprehensive income (loss) in stockholders’ equity.

Comprehensive income includes net income and foreign currency translation adjustments. Total comprehensive
income for the three months ended March 31, 2005 and 2004 was $51,681,000 and $48,269,000, respectively, which
included the effect of gains and losses from translation adjustments of approximately $723,000 and $62,000 during
the quarters.
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11. Business Combinations

On January 1, 2005, the Company acquired the 50% minority ownership interests of its partner in four Carrabba's
restaurants in Ohio for approximately $5,200,000 in cash and the assumption of the employee partner buyout liability
for these stores of approximately $590,000. The Company completed this acquisition because it believes the
additional cash flows provided from 100% ownership of these restaurants will meet its internally required rate of
return and provide additional shareholder value. No minority interest for these stores has been reflected in the
Consolidated Financial Statements since that date. The Company recorded goodwill of approximately $4,100,000
associated with this transaction, all of which is expected to be deductible for income tax purposes. See Note 15 of
Notes to Unaudited Consolidated Financial Statements.

On an unaudited pro forma basis, the effect of this acquisition was not significant to the Company’s results of
operations.

12. Earnings Per Share

The following table represents the computation of basic and diluted earnings per common share as required by SFAS
No. 128, “Earnings Per Share” (in thousands, except per share data):

THREE MONTHS ENDED
MARCH 31,
2005 2004
(restated)

Net income $ 50,958 $ 47,831
Basic weighted average number of common shares outstanding 73,800 74,487
Basic earnings per common share $ 0.69 $ 0.64
Effect of dilutive stock options 3,467 4,012
Diluted weighted average number of common shares outstanding 77,267 78,499
Diluted earnings per common share $ 0.66 $ 0.61

Diluted earnings per common share excludes approximately 480,000 antidilutive stock options for the first quarter of
2005. There were no antidilutive options for the first quarter of 2004.

13. Recently Issued Financial Accounting Standards
“Share-Based Payment”

In December 2004, the FASB issued SFAS No. 123 (Revised), “Share-Based Payment,” a revision of SFAS No. 123,
“Accounting for Stock-Based Compensation.” SFAS No. 123R requires the fair value measurement of all stock-based
payments to employees, including grants of employee stock options, and recognition of those expenses in the
statement of operations. SFAS No. 123R is effective at the beginning of the next fiscal year after June 15, 2005. The
Company will continue to account for stock-based compensation using the intrinsic value method until adoption of
SFAS No. 123R on January 1, 2006. Historically, the compensation expense recognized related to stock options under
this method has been minimal. As a result, adoption of the provisions of SFAS No. 123R is expected to have a
significant impact to reported net income and earnings per share. The Company has not yet determined the method of
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adoption or the effect of adopting SFAS No. 123R and has not determined whether the adoption will result in amounts
that are similar to the current pro forma disclosures under SFAS No. 123.
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14. Commitments and Contingencies

In June 2003, in a civil case against the Company in Indiana state court alleging liability under the “dramshop” liquor
liability statute, a jury returned a verdict in favor of the two plaintiffs who were injured by a drunk driver. The portion
of the verdict against the Company was $39,000,000. The Company has appealed the verdict. Oral argument has been
made to the appellate court, and the Company is awaiting the decision of the court. The Company has insurance
coverage related to this case provided by its primary carrier for $21,000,000 and by an excess insurance carrier for the
balance of the verdict of approximately $19,000,000. The excess insurance carrier has filed a declaratory judgment
suit claiming it was not notified of the case and is therefore not liable for its portion of the verdict. The Company does
not believe the excess carrier’s case has any merit and is vigorously defending this case. Activity in this case has been
held in abeyance pending the decision of the appellate court in the “dramshop” case. The Company has filed
counter-claims against the excess carrier and cross-claims against the primary carrier and its third-party administrator.
If the excess carrier’s suit were to succeed, the Company believes it would have rights against the primary carrier and
its third party administrator to recover any amounts the Company may have to pay.

15. Related Parties

On January 1, 2005, the Company acquired four joint venture Carrabba’s restaurants from limited partnerships in
which two executive officers had ownership interests (see Note 11 of Notes to Unaudited Consolidated Financial
Statements). These executive officers will receive approximately $141,000 and $202,000 as a result of their
ownership interests in those joint venture restaurants.

16. Subsequent Events

On April 27, 2005, the Company’s Board of Directors approved a grant of restricted common stock to the Company’s
Chief Executive Officer under the Amended and Restated Stock Option Plan. Under the terms of the grant, 300,000
shares of restricted common stock were issued and will vest as follows: on December 31, 2009, 90,000 shares, plus an
additional 30,000 shares if the market capitalization of the Company exceeds $6,060,000,000; on December 31, 2011,
90,000 shares, plus an additional 30,000 shares if the market capitalization of the Company exceeds $8,060,000,000;
and on December 31, 2014, the balance of all remaining unvested shares.

On April 28, 2005, the Company’s $20,000,000 uncollateralized line of credit was amended to a maximum borrowing
of $30,000,000. All other terms and conditions of the line remain unchanged.
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Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

Management’s discussion and analysis of financial condition and results of operations should be read in conjunction
with the Unaudited Consolidated Financial Statements and the related Notes. Comparisons to reported amounts for
2004 are based upon restated results as discussed in Note 1 of the Notes to Unaudited Consolidated Financial
Statements.

Overview

We are one of the largest casual dining restaurant companies in the world, with eight restaurant concepts, over 1,200
system-wide restaurants and 2004 annual revenues for Company-owned stores exceeding $3.2 billion. We operate in
all 50 states and in 21 countries internationally, predominantly through Company-owned stores, but we also operate
under a variety of partnerships and franchises. Our primary focus as a company of restaurants is to provide a quality
product together with quality service across all of our brands. This goal entails offering consumers of different
demographic backgrounds an array of dining alternatives suited for differing needs. Our sales are primarily generated
through a diverse customer base, which includes people eating in our restaurants as regular users who return for meals
several times a week or on special occasions such as birthday parties, private events and for business entertainment.
Secondarily, we generate revenues through sales of franchises and ongoing royalties as well as the sale and
redemption of gift certificates.

The restaurant industry is a highly competitive and fragmented business, which is subject to sensitivity from changes
in the economy, trends in lifestyles, seasonality (customer spending patterns at restaurants are generally highest in the
first quarter of the year and lowest in the third quarter of the year) and fluctuating costs. Operating margins for
restaurants are susceptible to fluctuations in prices of commodities, which include among other things, beef, chicken,
seafood, butter, cheese, produce and other necessities to operate a store such as natural gas or other energy supplies.
Additionally, the restaurant industry is characterized by a high initial capital investment, coupled with high labor
costs. The combination of these factors underscores our initiatives to drive increased sales at existing stores in order to
raise margins and profits, because the incremental sales contribution to profits from every additional dollar of sales
above the minimum costs required to open, staff and operate a store is very high. We are not a company focused on
growth in the number of restaurants just to generate additional sales. Our expansion and operation strategies are to
balance investment costs and the economic factors of operation, in order to generate reasonable, sustainable margins
and achieve acceptable returns on investment from our restaurant concepts.

Promotion of our Outback Steakhouse and Carrabba's Italian Grill restaurants is assisted by the use of national and
spot television and radio media, which we have also begun to use in certain markets for our Bonefish Grill brand. We
advertise on television in spot markets when our brands achieve sufficient penetration to make a meaningful broadcast
schedule affordable. We rely on word-of-mouth customer experience, grassroots marketing in local venues, direct
mail and national print media to support broadcast media and as the primary campaigns for our upscale casual and
newer brands. We do not attempt to lure customers with discounts, as is common to many restaurants in the casual
dining industry. Our advertising dollars are targeted to promote and maintain brand image and develop consumer
awareness. We strive to dr