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iX] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly peried ended February 28, 2019
[] TRANSITION REPORT UNDER SECTION 13 OR 15(d} OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from 0

Commission {ile number: 0-31555

BAB, Inc.
{Name of small business issuer in its charter)
Dolaware 364389547
(State or other jurisdiction of incorporation or organization} (LR.S. Employer identification No.)

500 Lake Cook Road, Suite 475, Deerfleld, Blinois 60015

(Address of principal executive offices) (Zip Code)

Issuer's Tefephione number (847} 548-7510

Indicate by checkmark whether the registrant (1) filed all reports required 1o be filed by Section 13 or 15(d) of the Exchange Act during the preceding 12 months {or for
such shorfer period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes § No [

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit such files). Yes No 7]

Indicate by check mark whether the registzant is a large accelerated filer, an accelerated filer, & non-accelerated filer, smaller reporting company, or an emerging growth
company. See the definitions of “Jarge accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange
Act. Large accelerated filer [3 Accelerated filer {71 Non-accelerated filer [ Smailer reporting company B Emerging growth company [J

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for compiying with any new or revised
financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. [

indicate by check mark whether the registrant is a shell company. Yes I No

Asof April 15, 2019 BAB, Inc. had: 7,263,508 shares of Common Stock outstanding.
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PARTI
ITEM 1. FINANCIAL STATEMENTS
BAB, Inc.
Consolidated Balance Sheets
February 28, 2019 November 30,2018
(unaudited)
Currcnz Assets
+Cash : CURE 965541 8 1,065,265
Restncted cash 421,940 443962
i Receivables ' : - S SR e
Trade accounzs and notes rccewabie (net of allowance for doubtful accoanis of $28 342 in 70?9 and
$39,377in2018) _ _ 84904 78,012
_ I Marketing fund contributions receivable from franchisees and stores = CUIBOT e 15,831
_ Prepa]d expenses and other current assets 62243 65,490
: Tota] Curmnt Assets i 1547699 00 o] 672,560
S -'Pr'épék':ﬁ, ‘plani and equipment (net of accumulated depreciation of $155,137 in 2019 and $155,024 in 2018) SO 7. SRR IR A [ 7
Trademarks 459,637 459,637
T Goodwill - : 1,493,771 1,493,771
~ Definite lived zntangxble assets (nel ef accumulala(i amortwauon of § I 24, 235 in 2019 anci .‘»1?3 449 in 2{)18) 10206 ALY
‘Operating lease right of use. : apL122 7o 480,785
B Deferrecl tax asset 248 000 248,000
' Total Noncurrcnt Assets S T R ETRTES el 2693077
Toga] Assets 3 4221464 § 4,365,637
UAB[LI’ITES AND STOCKHOLDERS‘ ?QUIT'Y
“UCurrent Liabilities 7 o T L T
_ Accounts payable o 3 3212 % 38,224
iU Acemied expenses and other cirrent Habilities T SN Eg9.893 L L 296,97
_ Unexpended marketing fund contributions 434,597 ) ) 459413
T Deferred franchise fee revenue o CUAR1A6 2T 000
N Deferred ilcensmg revenue 26905 o ABGET
“ECustent portion operating lease liability L5579 o T Ag63s
_Totl Current Llablll{les o 902,395 916,166
1 ongmterm L;ab;lslzes (ne% of current poruon)

U EOperating lease Tiability © 448300 ST 4409408 -
. Deferred franchise revcnuc L 65 163 N -
S Deferred licensing revénud o CIQIES T

Total Long-tcrm an_bli_zlics o 523,672 449409
Total Llabxhnes $ 1426067 & 1,365,575
N Stockholdess iiquxty . _
£ Preferred shares -3.001 pa"r"value 4 DOO 000 aut]mn?ed no sharcs ou%standmff as of February 28, 2019 and S
- Novembes 30, 2018 : = -
Preferred shares -$.001 par vaiue i GO{) £00 Sem:s A authenzed no shares outsmnéina as of February 28
2019 and November 39, 2018 - -
: "'.Common stock -$.001 par value; 15,000,000 shares.authorized; 8,466,953 shares issued and 7,263,508 shares ) '
i outstandmg as of February 28,2019 and November 30, 2018 - 13,508,257 13,508,257
 Additional paxé in cap]lal 987034 987,034
i Treasury stock S22781y - - - (222,781)
Accumuiated deﬁcit o (11477113} (11272448}
0 Fotal Stockholders' Equity | - S 2785397 -3,000,062
Total Liabilities and Stockholders' Equity $ 4221464 % 4,365,637

SEE ACCOMPANYING NOTES
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BAB, Inc.
Consolidated Statements of Income
For the Three Month Periods Ended February 28, 2019 and 2018

{Unandited)
For the three months ended:
I‘cbruary 28 2019 Fcbruary 28 20?8
Royalty foes ﬁom franchlsec} storcs $ 373 318 ) 385 051
Franchise Fees 7 o R 13413 :
L:censmg fees and other income o 96981 1_15,416
Marketing fud revemue <50 5 008788 SR,
T(}tal Rcvcnues 712,300 500,467
OPERATING EXPI‘\ISES
Selling, general and administrative EXPENSES: S e
Payroll and payroll-related expenscs 215935 207,362
SOckbupandy - : R CUI9GB6. T L 39839
Advertising and promot]on 11,327 993
" Professional service fees < 59,634 61,309
Travel 1959 9475
.Employee benefit expenses - ELNES B TraEn”
Depreciation and amortization 3% 152
““Marketing fund expenses .- 228,788 I
Other 27,289 38,460
“Total Operating Expenses ©+ .7 610,700 " . 384,661
Incom__c from operations o 10?,60{)__ 115,806
_Interest income 260 24
Income before provision for income taxes & - 101860 1T 15530
Provision fos income taxes _
£ Current tax expense RS 5000 15,000
Net Income 5 96,860 100,830
th Incomc per share Bas1c and D]iuted $ 061 001
g shars ousstanamg Besieaddied 0 pesw 7,263,508
Cash dlSh’lbuth!’ES dec%ared per share $ 0.03 0.02
SEE ACCOMPANYING NOTES
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BAB, Inc.

Consolidated Statements of Cash Flows
For the Three Months Ended February 28, 2019 and 2618

(Unaudited)
For the three months ended:
Februaxy 28, 2019 l"ebruary 28 2018

Operating activities . 70 00 T e e T e T T e kE ; : B
Net Income _ 3 96 860 $ lDO 830
Adjustments to reconcile net income to cash flows provided by operating activities: " T BE T O R .
Depreciation and amortization 399 15?.
Provision for uncolleetible accounts, net of récoveries TR LTI T e T s T L ,088) e T (10163
Noncash lease cxpense 25888
Ao 7 s T A T R T R T T L T e T .

Trade accounls recewabic and noies rcccwab]c 4142 8816
'_"'Mari(etmg fund consr;butlons recewable : . : _. R o . . B :.: ..: : :. L o 2,760 : .21582 :
inventories - 6,068
" Prepaid expenses and other -~ 7i Tl T T e T L T T g se TG 6H
Accounts payable 52y 4,172
iAc:crued liabilities : 624 27,529
Unexpended marketing fund comnbutmns (24,816) (14,147
Deierred revenue (5556) {893y

th Cash va&ded by Operat;ng Ac!wmes 56,910 140,560
Investmg actmtnes
Proceeds from sae of equipment . S e S 4816
Caplta]zzatlon of trademark renewals (750) {4,246)
“Net Cash (Used In)/Provided By Investing Activities - (750) e
Finanging activities : R
Cash dlstnbutlonsfdmdends (217,906) {145,270)
.,.‘_.Net Cash Used In Fmancmg Actwltles 217,906y o ©(145.270)
" Net Decrease in Cash, Cash Equivalents and Restricted Cash = 70 _ CI2n,7aey T g ak0)
~ Cash, Cash Eqmvalenis and Rcstﬁcted Cash Begmnma of i’craocf R 1,508.227 1,486,080
U Cash. Cash Equivalents and Restricted Cash - End of Period. e 1387481 0 -:1,481,640
Suppiemen:a& dxsclosure of cash ﬂow mformataon N o
Interést paid ' L T SR -
Income taxes pazd 1800 % -
SEE ACCOMPANYING NOTES
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BABRB, Inc,
Notes to Unaudited Consolidated Financial Statements
For the Three Month Periods Ended February 28, 2019 and 2018

(Unaudited)
Note I, Natere of Operations

BAB, Inc (“the Company™) has three wholly owned subsidiaries: BAB Systems, Inc. (“Systems™), BAB Operations, Ine, (“Operations”)} and BADB Investments, Inc.
(“Investments™). Systems was incorporated on December 2, 1992, and was primarily established (o franchise Big Apple Bagels® (“BAB”) specialty bagel retail stores.
My Favorite Muffin (“MFM™} was acquired in 1997 and is included as a part of Sysiems, Brewster’s (“Brewster’s”) was established in 1996 and the coffee is sold in
BAB and MFM locations. SweetDuel® (“SD™) frozen yogurt can be added as an additional brand in a BAB location. Operations was formed in 1995, primarily to operate
Company-owned stores of which there are currently none. The assets of Jacobs Bros. Bagels ("Jacobs Bros.”) were acquired in 1999, and any branded wholesale
business uses this trademark. Investments was incorporated in 2009 to be used for the purpose of acquisitions. To date there have been no acquisitions,

The Company was incorporated under the Jaws of the State of Delaware on July 12, 2000, The Company currently franchises and Heenses bagel and muffin retail units
under the BAB, MFM and $D trade names. At February 28, 2019, the Company had 73 franchise units and 6 licensed units in operation in 23 states and the United Arab
Emirates. There are 3 units under development. The Company additionally derives income from the sale of its trademark bagels, muffins and coffee through
nontraditional channeils of distribution including under a licensing agreement with Green Beans Coffee.

The BAB franchised brand consists of units operating as “Big Apple Bagels®,” featuring daily baked bagels, flavored cream cheeses, premium coffees, gourmet bagel

sandwiches and other related products. BAB unsis afe primanly ¢onceilrated i the Migwestand Westers United States Tlie MEM brand consistsof units operating """
as “My Favorite Muffin Gourmet Muffin Bakery™” (“MFM Bakery™), featuring a large variety of freshly baked muffins and coffees and units operating as “My Favorite

Muffin Your Al Day Bakery Café®” (“MFM Cafe”) fealuring these products as well as a variety of specialty bagel sandwiches and related products, The SweetDuet®

is a branded seif-serve frozen yogurt that can be added as an additional brand in a BAB location. Although the Company doesn't actively market Brewster's stand-zlone

franchises, Brewster's coffee products are soid in most franchised units.

The Company is leveraging on the natural synergy of distributing muffin products in existing BAB units and, alternatively, bagel products and Brewster's Coffee in
existing MFM units. The Company expects to continue to realize efficiencies in servicing the combined base of BAB and MFM franchisees.

The accompanying condensed consolidated financial statements are unaundited. These financial statements have been prepared in accordance with the rules and
regulations of the Securities and Exchange Commission. Certain information and footnote disclosures normally included in financial statements prepared in accordance
with U.8, generally accepted accounting principles have been omitted pursuant to such SEC rules and regulations; nevertheiess, the Company believes that the
disclosures are adequate to make the information presented not misleading. These financial statements and the notes hereto should be read in conjunction with the
financial statements and noles thereto inciuded in the Company's Annual Report on Form 10-K. for the year ended November 30, 2018 which was {iled February 25, 2019,
In the opinion of the Company's management, the condensed consolidated financial statements for the unaudited interim period presented include all adjustments,
including normal recurring adjustments, necessary to fairly present the results of such interim period and the financial position as of the end of said period. The results
of operations for the interim period are not necessarily indicative of the results for the full year.

6




Project Type: 10-Q Document Vession: 1% Crv.;ated By: Beth Angerson
Description: Form 10-Q quarter ended 02-28-1% Project ID: 50723 Created At: 4/12/201% 5:44:48 PM EDT

2. Summary of significant accounting policies

Unaudited consolidated financial siatemenis

The accompanying unaudited Condensed Consolidated Financial Statements of BAB, Inc. have been prepared pursuant o generally accepted accounting principles in
the United States of America (“U.S. GAAP”) for interim financial information and the rules and regulations of the United States Securities and Exchange Commission
(the “SEC™) for Form 10-Q. The ¢onsolidated financial statements include the accounts of the Company and its wholly owned subsidiaries. All intercompany accounts
and transactions have been eliminated in consolidation.

Eses of estimates

The preparation of the financial statements and accompanying notes are in conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenue and expenses and disclosure of contingent
assets and liabilities at the date of the financial statements and the reporied amounts of revenue and expenses during the reported periods. Actual resulis could differ

from those estimates.

Accounts and Notes Receivable

Receivables are carried at original invoice amount fess estimates for doubtful accounts, Management determines the allowance for doubtful accounts by reviewing and
identifying troubled accounts and by using historical coflection experience. A receivable is considered o be past due if any portion of the receivable balance is
outstanding 90 days past the due date. Receivables are writien off when deemed uncollectible. Recoveries of receivables previously writien off are recorded as income

WheR Teceived, CErRim FeceIvABIES Have BEeH Converted (0 Tissturet inTere - vearing nowes.

Property, Plant and Equipment
Property and equipment and leasehold improvements are staled al cost less accumulated depreciation and amortization. Depreciation is calculated using the straight-line

method over the estimated useful lives of the assets. Estimated useful fives are 3 to 7 years for propesty and equipment and 10 years, or term of lease if less, for
ieasehold improvements. Maintenance and repairs are charged to expense as incurred. Expenditures that materially extend the useful lives of assets are capitalized.

Advertising and Promotion Costs

The Company expenses advertising and prometion costs as incurred. All advertising and promotion costs were related 1o the Company’s franchise operations.

Earunings Per Share

The Company computes earnings per share (“EPS™) under ASC 260 “Earnings per Share.” Basic net earnings are divided by the weighted average number of common
shares outstanding during the year to caleulate basic net earnings per common share. Diluted net earnings per common share are caloulated to give effect to the
potential dilution that could occur if options or other contracts 1o issue common stock were exercised and resulted in the issuance of additional common shares,

Far the three months ended:
February 28, 2019 February 28, 2018

Nuﬁ{ci’at_bzﬁ B R TR B R
Net income available to common sharebolders

osge0 s 100830

Dcnominétor:
Weighted average outstanding shares -,
Basic and diluted common stock
Eatnings per Share » Basic 5+ 0

_ 763,508 7,263,508
T T T
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2. Summary of significant zccounting policies (continued)

LLases

The company accounts for leases under ASU 2016-02. Lease arrangements are determined at the inception of the contract. Operating leases are included in operating
fease right-of-use (“ROU”) assets, ether current and fong-term operating lease Jiabilities on the consolidated balance sheets, Finance leases are included in property and
equipment, other current liabilities, and other long-term Habilities on the consolidated balance sheets.

Operating lease ROU assets and operating lease liabitities are recognized based on the present value of the future minimum lease payments over the lease term at
commencement date. As most leases do not provide an implicit rate, we use an incremental borrowing rate based on the information available at commencement date in
determéning the present value of future payments. The operaling lease ROU asset also includes any Jease payments made and excludes lease incentives and initial direct
costs incurred. The lease terms may include options to exfend or terminate the lease when it is reasonably certain that the Company will exercise thatf option. Lease
expense for minimum lease payments is recognized on a straight-line basis over the {ease term.

For certain equipment leases, such as vehicles, we account for the lease and non-lease components as a single fease component. Additionally, for certain equipment
feases, we apply a portfolio approach to effectively account for the operating fease ROU assets and liabilities.

Recently Adopted Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update ("ASU”) 2014-09, Revenue from Contracts with Customers
(“Topic 606) and has since issued various amendments which provide additional elarification and implementation guidance on Topic 606, This guidance establishes

principles for recoghlzing revenue upeon the transfer of promised goods or SEFVIEES 16 CUSTOMETS, T s amsunt tiar refterrs the expected-consideration reveived -
exchange for those gooeds or services. The Company adopted this new guidance effective the first day of fiscal 2019 using the modified retrospective fransition method
and applied Topic 606 to those contracts which were not completed as of December 1, 2018.

The Company recognized the cumulative effect of initially applying the new revenue standard as an adjustment to the opening balance of accumulated deficit at the
beginning of fiscal 2019, In performing its analysis, the Company reflected the aggregate effect of all modifications when identifying the satisfied and unsatisfied
performance obligations, determining the transaction price, and allocating the transaction price, Comparative information from prior year periods has not been adjusted
and continues fo be reported under the accounting standards in effect for those periods under “Revenue Recognition” (“Topic 6057). Refer to Note 3 for further
disclosure of the impact of the new guidance,

Liabilities

In Marck 2016, fhe FASB issued ASU 2016-04, Recognition of Breakage for Certain Prepaid Stored-Value Products. The new guidance creates an exception under ASC
405-20, Liabilities-Extinguishmenis of Liabilities, to derecognize financial Habilities related to certain prepaid stored-value products using a revenue-like breakage
model. In goneral, these liabilities may be extinguished proportionately in earnings as redemptions occur, or when redemption is remote if issuers are not entitled to the
unredeemed stored value. The Company adopted this guidance effective December |, 2018 in connection with its adoption of Topic 606, utilizing the modified
retrospective method. Refer to Note 3 for further disclosure of the impact of the new guidance.
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2. Summary of significant accounting polieies {confinued)
Statement of Cash Flows

In November 2015, the FASE issued ASU No. 2016-18, Statement of Cash Flows (Topic 230). Restricted Cash (a consensus of the FASE Emerging lssues Task
Force), (“ASU 2016-18"). ASU 2016-18 requires that a statement of cash flows explain the change during the period in the total of cash, cash equivalents, and amounts
generally described as restricted cash or restricted cash equivalents. Therefore, amounts generally described as restricted cash and restricted cash equivaients should
be included with cash and cash equivalents when reconciling the beginning-of-period and end-of-period total amounts shown on the statement of cash flows. ASU
2016-18 is effective for all interim and annual reporting periods beginning after December 15, 2017. The Company adopted this new guidance on December 1, 2018 using
a retrospective transilion method, and restated the cash flow statement for the prior period presented.

The chart below show the cash, cash equivalents, and restricted cash within the consolidated statements of cash flows as of February 28, 2019 and February 28, 2018
were as follows:

February 28, 2019 February 28, 2018
Cash and cash equivalents . "7 " LB 965,51 g 09 564
Resticted eash — 421,40 682076
“Yotal cash, cash equivalents and restricted cash - : S U e o 38T AR Y G g L] 481,640

3. Revenue Recognition

The Company adopted Topic 606 on December 1, 2018 using the modified retrospective transition method and recorded an increase to opening accumulated deficit of
$84.000, The adoption of this standard update resuited in no tax impact. The Company adopted Topie 606 only for contracts with remaining performance obligations as
of December 1, 2018, under the modified retrospective transition method. Comparative information from prier year periods has not been adjusted and continues to ke
reported under the accounling standards in effect for those periods under Topic 605.

The adoption changed the timing of recognition of initial franchise fees, development fees, the reporting of advertising fund contributions and related expenditures, as
well as timing of the recognition of gift card breakage.

The cumulative effects of the changes made to the Condensed Consolidated Balance Sheets as of December 1, 2018, for the adoption of Topic 606 were as follows:

Balance at Adjustments Balanee at
November 30, Due to ASC December i,
2018 606 2018
Other assets 66,295 %
Liabilities .- "0 SR

Acorued gift card Vabilly
Other current liabilities :~7 %

146,290 .l

Deferred tovenue e . J0922s
Accurmuiated deficit {11,272,448) (83619) {11,356,067)
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3. Revenue Recognition (continued)

The following table presents disaggregation of revenue from contracts with customers for the three months ended February 28, 2019 and 2018:

For three months ended For three months ended

February 28, 2019 February 28, 2018 (1)
Royalty tevenue 1w T : UL R g T T S R g 385051
Franohlse fecs ] - §3413 ) -
Gift card revenue - ],63 i o 26 260
Szgn Shoprevcnue R T T L T T e R L e AREHE o Py R e 1788'._-
Scttlement fevenue S 30220 ‘ 36,475_
Nontraditional revenue -0 00 LGRS i : '

| Cems R
S e 712300 T 500,467

Marketing fund revenue
+Net'revere - R

(1) As disciesed in Note 2, prior pericd amounts have not been adjusted under the modificd retrospective method of adoption of Tepic 606,

Franchise and related revenue

The Company sells individual franchises. The franchise agreements typically require the franchisee to pay an initial, non-refundable fee prior to opening the respective
location{s), and continuing royaity fees on a weekly basis based upon a percentage of franchisee net sales, The initial term of franchise agreements are typically 10
years, Subject to the Company’s approval, a franchisee may generally renew the franchise agreement upon its expiration. If approved, a franchisee may transfer a
franchise agreement to a new or existing franchisee, at which point a transfer fee is typically paid by the current owner which then terminates that franchise agreement. A
franchise agreement is signed with the new franchisee with no franchise fee required, I a contract is terminated prior to its term, it is a breach of contract and a penalty is
assessed based on a formula reviewed and approved by management. Revenue generated from a contract breach is termed settlement income by the Company and
included in licensing fees and ether income.

Under the terms of our franchise agreements, the Company typically promises to provide franchise rights, pre-opening services such as blueprints, operational materials,
planning and functional {raining courses, and ongoing services, such as management of the marketing fund. Under ASC 605, initial franchise fees paid by franchisees
for each arrangerment were deferred until the store opened and were recognized as revenue in their entirety on that date. Upon adoption of Topic 606, the Company
determined that certain pre-opening activities, and the franchise rights and related ongoing services, represented two separate performance obligations, The franchise
fee revenue has been aliocated to the two separate performance obligations using a residual approach. The Company has ¢stimated the value of performance
obligations related to certain pre-cpening activities deemed to be distinct based on cost plus an applicable margin, and assigned the remaining amount of the initial
franchise fee to the franchise rights and ongoing services. Revenue allocated to preopening activities is recognized when (or as) these services are performed, Revenue
aliocated 1o franchise rights and ongoing services is deferred until the store opens, and recognized on a straight line basis over the duration of the agreement, as this
ensures that revenue recognition aligns with the customer’s access o the franchise right.

Royalty income is recognized during the respective franchise agreement based on the royalties carned each period as the underlying franchise store sales oocur,
Adoption of ASC 606 will not change when the royalty revenue is recognized, this new guidance did not impact the recognition of royalty income.

There are two items involving revenue recognition of contracts that require us to make subjective judgments: the determination of which performance obligations are
distinct within the context of the overall contract and the estimated stand alone selling price of each obligation. In instances where our contract includes significant

custemization or modification services, the customization and modification services are generally combined and recorded as one distinet performance obligation.
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3. Revenue Recognition (confinped)
Gift Card Breakaee Revenue

The Company sells gift cards to its customers in its retail steres and through its Corporate office. The Cormpany’s gift cards do not have an expiration date and are not
redesmable for cash except where required by law. Revenue from gift cards is recognized upon redemption in exchange for product and reported within franchisee store
revenue and the royalty and marketing fees are paid and shown in the Condensed Consolidated Statements of Operations. Until redemption, outstanding customer
balances are recorded as a lability. An obligation is recorded at the time of sale of the gift card and it is included in accrued expenses on the Company’s Condensed
Consolidated Balance Sheets.

Previously, under Topic 605, the Company recognized revenue from gift cards on an annua!l basis in the first quarter per a management policy that was formulated based
on when the likelihood of the gift card being redeemed by the customer was remote (also referred to as “breakage™) and the Company determined that # did not have a
legal obligation to remit the unredeemed gift cards to the relevant jurisdictions. The Company determined the gift card breakage amount based upon its historical
redemption patterns, Gift card breakage revenue was previously included in licensing fees and other revenue in the Condensed Consolidated Statements of Income.
Under Tepic 606, the Company recognizes gift card breakage proportional to actual gifi card redemptions on a quarterly basis and it is included in licensing fees and
other revenue. Sigaificant judgments and estimates are required in determining the breakage rate and will be reassessed cach quarter.

Nontraditional apd rebate revenne

As part of the Company’s franchise agreements, the franchisee purchases products and supplics from designated vendors. The Company may recefve various fees and
rebates from the vendors and dis@ibutors on product purchases by franchisees. In addition, the Company may coliect various initial fees, and those fees are classified

A5 deTerred revenue in e barncs Sheet and stralght Tinsd 8ver THE Tite o7 tHE CORTFACH 55 UElerren TeveHue in e bylance sheer T Compatiy does notT posyess commrot
- of the preducts prior 1o their transfer 10 the franchisee and products ace delivered to franchisees directly from the vendor or their distributors. Under adeption of ASC
606 the revenue recognition will not change, the Company will recognize the rebates as franchisees purchase products and supplies from vendors or distributors and
will recognize the initial fees over the contract life and the fees will be reported as licensing fees and other income jr the Condensed Consolidated Statements of Income.

Marketing Fund

Franchise agreements require the franchisee to pay continning marketing fees on & weekly basis, based on a percentage of franchisees sales. Marketing fees are not
paid on franchise wholesale sales. The balance sheet includes marketing fund cash, which is the restricted cash, accounts receivabic and unexpended marketing fund
contributions. Under Topic 606, the Company has determined that altheugh the marketing fees are not separate performance obligations distinet from the underlying
franchise right, the Company acts as the principal as it is primarity responsible for the fulfillment and control of the marketing services. As a result, the Company records
marketing fees in revenues and related marketing fund expenditures in expenses in the Condensed Consolidated Statement of Income. The Company historically
presented the net activities of the marketing fund within the balance sheet in the Condensed Consolidated Balance Sheet. While this reclassification will impact the
aross amount of reported revenue and expenses the amounts will be offsetting, and there will be no impact on net income.
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3. Revenue Recognition fcontinned
Confract balances.
Information about contract balances subject to ASC 606 is as follows:
Febroary 28, December 1,
2019 2018
Accoums rece;vablc ) $ WSTT $_ 36,337
" Total Assets. SR 76577 - 36337
Liabxhizes TR B N
Coniractimbxhues current ______ 603,509 A
- Contract labilities - long-term 102,286 106,948 .
Total Contract Liabilities 5 TOGI05 § . 7sAsh

Accounts receivable represent weekly royalty payments and monthly vendor rebate payments that represent billed and unbilied receivables due as of February 28, 2019
and December 1, 2018, The balance of contract liabilities includes franchise fees, license fees and vendor payments that have ongoing contract rights and the fees are
e DO IRE: Straight Jined.over the.contract Life Contract Jiabilities also include. marketing fund balances and gift card Hability Dalances,

Balance st beginning of period 117 E I AT
Reveive Repognized 17T

- Amounts {collected) or invoiced, net <

Bafance atend of period

Transaction price allocated to remaining performance obligations:

o

2020

& '?,021

2022

R T

T%zerea{"ter
Total -

(a) represents the estimate for the remainder of 2019

Accounts Contract
Receivable Liabilities
g e -““'35:":37;‘* .‘$_::..__ S s
Cne e
N 706,195

g

20,67
7119254
17,292
12,598
32471
SRR e T IR160,336

The Company has elected to apply certain practical expedients as defined in ASC 606-10-50-14 through 606-10-50-144, including (1) performance obligations that are a
part of a contract that has an original expected duration of one year or less; {ii) the right fo invoice practical expedient; and (if) variable consideration related to
unsatisfied performance obligations that is allocaled entirely to a wholly unsatisfied promise to transfer a distinct service that forms part of a single performance
obligation, and the terms of that variable consideration relate specifically to our efforts to transfer the distinct service, or to a specific outcome from transferring the
distinct service. As such, sajes-based royalty and marketing income, as well as gift card breakage revenue, is not included in the above fransaction price chart,
Additionally, the Company has applied the transition practical expedient that allows the Company to omit the above disclosures for the fiscal year November 30, 2013,
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3. Revenue Recopnition {confinued)

Impact of the Adoption of ASC 606

The adoption changed the timing of recognition of initial franchise fees, the reporting of advertising fund contributions and related expenditures, as well as timing of the

recognition of gifi card breakage.

in accordance with the new revenue standard requirements, the following tables summarize the effects of the new standard on the Company's Consclidated Balance
Sheet and Statement of Operations for the three months ended February 28, 2019

Assets’ SR

Othez assets
Lm{)ﬂﬁ:es

Accrued glﬁ card habx]ﬁy
O?I'zer current llainlltles

Deferred revenue ‘
Shareholders (deficit) equity

As reported

February 28,

2019

Balance withowt

Effect of ASC 606
change adoption

B S 5 I & X 0

assEL s iams

s wem L saw

Accumuiated deficil

Royalty revenag 00700
Franchise fees -
License fees i h NI
Gift card revenue

Slgn Shop revenuc
Settlement revenue

Nontradtional revenue 55 5 0T

Markeilng fund revenue B .
Ncl revenue

Exﬁéhisés unaffected by ASC 6067

Marketing fund expenses
Interest (mcome)/expense
inwmc fax cxpense

Net EXPERSES

*! Net income

(1T 4.’.’ L1 13) (ATZS) (ITAGIRS)

As reported Effect of
February 28, 2019 change

NG ST s
13413 o 3am

2500 LT (12,500
L3 (31,038)

62,253;.1_‘_:

2E7E neass

Balance without
ASC606 adoption

=373,118
10,000
V15000
32669
RRER v
, 30,220_
0

TR0 L n o I88G63 . i

523637

Cosgion i

oomem B
e T

5,000

“agigin
4]

TIE60)
3,000

TUBISAA0 e o 28R

-7386,652

06860 8 (B0A25Y §

136,985
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4, Units Open angd Under Developrrent
Units which are open or under development at February 28, 2019 are as follows:

Stores open:

Franchisée-owned stores =+ LT
Licensed Units 6
Unopened stores with Franchise Agreements 3
Total operating units and units with Franchise Agreements 32

5. Earnings per Share
‘The following table sets forth the computation of basic and diluted earnings per share:

For the three months ended:
February 28, 2019 February 28, 2018

e Nymeraloys

Net income available t» common shareholders o R $ L B0 5 L 1007_8_3{_)

Denominator: ) ] ]
Basic and diluted commor stock ] o 7,263,508 . 7,263,508
Eamings per Share - Basic. ! o0 T L L BN T 00T g 0.0

6. Goodwill and Other Intangible Assets

Accounting Standard Codification (“AS8C™) 350 “Goodwill and Other Intangible Assets” requires that assets with indefinite fives no longer be amortized, but instead be
subject to annual impairment fests.

Following the guidelines contained in ASC 350, the Company tests goodwill and intangible assets that are not subject to amortization for impairment annually oz more
frequently if events or circumstances indicate that impairment is possibie. The Company has elected to conduct its annual test during the first quarter. During the
quarter ended February 28, 2019, management qualifatively assessed goodwill to determine whether testing was necessary. Factors that management considers in this
assessment include macroscenomic conditions, industry and market considerations, overall financial performance (both current and projected), changes in management
and strategy, and changes in the composition and carrying amounts of net assets. If this qualitative assessment indicates that it is more likely than not that the fair value
of & reporting unit is less than its carrying value, a quantitative assessment is then performed. Based on a qualitative evaluation, management determined that the
carrying value of goodwill was not impaired at February 28, 2019, and 2 quantitative assessment was not considered necessary.
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7. Lease Commitments

The Cotpany rents its office under an operating lease which requires it to pay base rent, real estate taxes, insurance and general repairs and maintenance. A lease was
signed in June of 2018, effective October 1, 2018, expiring on March 31, 2024 with an option to renew for 2 5 year period. A six month rent abatement and tenant
allowance was provided in the lease, with any unused portion to be applied 1o base rent and the unused portion has not yet been determined. The renewal option and
tenant allowance have not been included in the measurement of the lease liability,

Monthly ren expense is recognized on 2 straight-line basis over the term of the lease. Al February 28, 2019 the remaining lease term was 61 months. The operating lease
is included in the balance sheet at the present vaiue of the lease payments at a 5.25% discount rate. The discount rate was considered to be an estimate of the

Company's incremental borrowing rate.

Gross falure minimum annual rental commitrments as of February 28, 2019, are as follows:

Undiscounted

Rent Payments
S year Bading Movember 30; 5T T
009 % 71965
SRRty SIS V[t 7SI
221 113,024
S T 115673
2023 118322
O S e T SRS L
.. Total Undiscounted Rent Payments 569,535
o Present Value Discount (65,266 ¥
U Prosent Valie St 504260
LT Short-derm Tease liabitity U8 07055879
o Long-term lease liabitity 448,390
L4 Total Operating Lease Liabitity ~8 7700 504269

8. Recent Accounting Pronouncements

Management does not believe that there are any recently issued and effective or not yet effective proncuncements as of February 28, 2019 that would have or are
expected to have any significant effect on the Company’s financial position, cash flows or results of operations.

9. Stockholder’s Equity
On December 6, 2018, a $0.01 quarterly and a $0.02 special cash distribution/dividend per share was declared and paid on January 11, 2019.

On March 13, 2019, the Beard of Directors declared a $0.01 per share quarterly cash distribution/dividend to sharchelders of record as of March 29, 2019, to be paid April
18,2019,

On May 6, 2013, the Board of Directors (“Board”) of BAB, Inc. authorized and declared a dividend distribution of one right for each outstanding share of the common
stock of BAB, Inc. to stockholders of record at the close of business on May 13, 2013, Each right entities the registered holder to purchase from the Company one ene-
thousandth of a share of the Series A Participaling Preferred Stock of the Company at an exercise price of $0.90 per one-thousandth of a Preferred Share, subject 1o
adjustment. The complete terms of the Rights are set forth in a Preferred Shares Rights Agreement, dated May 6, 2013, between the Company and IST Sharehoider
Services, as rights agent.
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The Board adopled the Rights Agreement to protect stockhelders from coercive or otherwise unfair takeover tactics. In general terms, it works by imposing a significant
penalty upon any person of group that acquires 15% (or 20% in the case of certain institutional investors who report their holdings on Schedule 13G) or more of the
Comimnon Shares without the approval of the Board. As a result, the overall effect of the Rights Agreement and the issuance of the Rights may be to render more difficult
amerger, lender or exchange offer or other business combination invelving the Company that is not approved by the Beard. However, neither the Rights Agreement nor
the Rights should inferfere with any merger, tender or exchange offer or other business combination approved by the Board.

Full details about the Rights Plan are contained in a Form 8-K filed by the Company with the 1S, Securities and Exchange Commission on May 7, 2013.

On Tune 18, 2014 an amendment to the Preferred Shares Rights Agreement wag filed appointing American Stock Transfer & Trust Company, LLC as successor to [linois
Stock Transfer Company. Alj original rights and provisions remain unchanged. On August 18, 2015 an amendment was filed 1o the Preferred Shares Rights Agreement
changing the final expiration date to mean the fifth anniversary of the date of the original agreement. All other original rights and provisions remain the same. On May
22, 2017 an amendment was filed extending the final expiration date to mean the seventh anniversary date of the original agreement. Ali other original rights and
previsions remain the same. On February 22, 2019 an amendment was filed extending the final expiration date to mean the ninth anniversary date of the original
agreement. AH other original rights and provisions remain the same.

ITEM 2. MANAGEMENT'S PISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Certain slatements contained in Management's Discussion and Analysis of Financial Condition and Results of Operations, inciuding statements regarding the
development of the Company's business, the markets for the Company's produets, anticipated capital expenditures, and the effects of completed and proposed
acquisitions, and other statements contained herein regarding matters that are not historical facts, are forward-looking statements as is within the meaning of Scction

2T T e SECUTTHEY AR ol Yo 3y and Section 2 1B o the Sevtrithey Exclanpe Avrof 1934 Because sochstatenmems inchude risksand-mrcertainties; sotual resuits-coutd
differ materially from those expressed or implied by such forward-tooking statements as set forth in this report, the Company's Annual Report on Form 10-K and other
reports that the Company files with the Securities and Exchange Cominission. Certain risks and uncertainties are wholly or partially outside the control of the Company
and its management, including its ability to atiract new franchisees; the continued success of current franchisees; the effects of competition on franchisees and
consumer acceptance of the Company's products in new and existing markets; fluctuation in development and operating costs; brand awareness; availability and terms
of capital; adverse publicity; acceptance of new product offerings; availability of locations and terms of sites for store development; food, labor and empioyee benefit
costs; changes in government regutation {including increases in the minimum wage); regional economic and weather conditions; the hiring, training, and retention of
skilled corporate and restaurant management; and he integration and assimilation of acquired concepis. Accordingly, readers are cautioned not to place undue reliance
on these forward-looking statements, which reflect management's analysis only as of the date hereof. The Company undertakes no obligation (o publicly release the
resuits of any revision to these forward-looking statements which may be made to reflect events or circumstances after the date hereof or to reflect the occurrence of
unanticipated events.

General

There are 73 franchised and 6 licensed units at February 28, 2019 compared to 80 franchised and 3 licensed units at February 28, 2018, System-wide revenues for the
three months ended February 28, 2019 were $7.8 million as compared to February 28, 2018 which were $7.8 million.

The Company's revenues are derived primarily from the ongoing royalties paid to the Company by its franchisees and receipt of initial franchise fees, Additionally, the
Company derives revenue from the sale of licensed products (My Favorite Muffin mix, Big Apple Bagels cream cheese and Brewster's coffee), and through
nontraditionat channels of distribution through a licensing agreement with Green Beans Coffee.
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Rovally fees represent a 5% fee on net retail and wholesale sales of franchised units. Royalty revenues are recognized on an accrual basis vsing actoal franchise
receipts. Generally, franchisees report and remit royalties on a weekiy basis. The majority of month-end receipts are recorded on an accrual basis based on actual
numbers from reports received from franchisees shortly after the month-end. Estimates are utilized in cerlain instances where actual numbers have not been received and
such estimates are based on the average of the last 10 weeks” actual reported sales.

There are two items involviag revenue recognition of contracts that require us to make subjective judgments: the determination of which performance obligations are
distinct within the context of the overall contract and the estimated stand alone seiling price of each obligation, In instances where our contract includes significant

customization or modification services, the customization and modification services ave generally combined and recorded as one distinet performance obligation.

The Company earns licensing fees from the sale of BAB branded products, which includes coffee, cream cheese, muffin mix and frozen bagels from a third-party
commercial bakery, to the franchised and licensed units.

As of February 28, 2619, the Company employed 13 fuli-time employees at the Corporaie office. The employees are respensible for corporate management and oversight,
accounting, advertising and franchising. None of the Company's employess are subject to any coliective bargaining agreements and management considers its relations
with its employees to be good.

Results of Operations

Three Months Ended February 28, 2019 versas Three Months Ended February 28, 2018

For the three months ended February 28, 2019 and 2018, the Company reported net income of $97,0600 and $101,000, respectively, Total revenue of $712,000 increased

$Z1Z,000; 61 42.4%, Tor The TiTes miontis ended Tebriary 28, 20719, a5 eoiripared 0 (o @m! TEVETne o1 $500,000 Tor the three months wed Febraary 28, 2018 Markesig
revenue of $229,060 were included per adoption of ASC 606 and franchise fees increased $13,000, offset by a decrease of $12,000 in royalty revenue and an 318,000
decrease in licensing fzes and other income, Adoption of ASC606 decreased net mcome for February 28, 2019 by $40,000, from $137,000 to $97,000. Adoption of ASC606
includes $229,000 in revenue for Marketing revenue and sebates, an increase of $4,000 in franchise fees, offset by a decrease in license fees of $13,000 and gift card
breakage of $29,0600 making revenues unadjusted for ASC606, $524,000 for February 28, 2019.

Rovalty fee revenue of $373,000, for the quarter ended February 28, 2019, decreased $12,000, or 3.1%, from the $385,000 for quarter ended February 28, 2018.

Franchise fee revenutes of $13,000, for the quarter ended February 28, 2019, versus none for the quarter ended February 28, 2G18. There were two transfers in 2019 versus
none in 2018, In addition, there was z $3,000 franchise fee revenue increase for adoption of ASC606 in fiscal 2019,

Licensing fee and other income of $97,000, for the quarier ended February 28, 2019, decreased $18,000, or 15,7% from $115,000 for the quarter ended February 28, 2618.
License fees and settlement income decreased $4,000 and gift card breakage revenue decreased $25,000, offset by an increase in rebate revenue of $11,000 in 2019
compared to 2018, The decrease in gift card breakage revenue was due to adoption of ASC 606 in fiscal 2019. The gift card breakage revenue wouid have increased
$6,000 in 2019 compared {o 2018 without the adoption.
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Total operating expenses of $611,000, for the guarter ended February 28, 2019 increased $226,000, or 58.7% from $383,000 for the quarier ended February 28, 2018. The
increase was primarily due to 2019 adoption of ASC 606 including marketing expenses of $229,000, Marketing revenue and markeling expenses offset each other. There
was an increase of $9,060 in payrol} and payrol tax expense, and increase in advertising expense of $10,000 and increase in employee benefit expense of $12,000 and an
increase in franchise development of $3,000, offset by a decrease in ocoupancy of $20,000 a decrease in uncollectible accounts of $10,000 and a decrease in general
expenses of $7,000 for the 3 menths ended February 28, 2019 compared to 2018,

Barnings per share, as reported for basic and diluted ouistanding shares for the quarter ended February 28, 2015 and 2018 was $0.01.
Liquidity and Capital Resources

At February 28, 2019, the Company had working capital of $645,000 and unrestricied cash of $966,000. At November 30, 2018 the Company had working capital of
$756,000 and unrestricted cash of $1,065,000.

During the three months ended February 28, 2019, the Company had net income of $97,000 and operating activities provided cash of $97,000. The principal adjustments
to reconcile net income fo cash provided in operating activities for the three months ending February 28, 2019 was an increase in noncash Jease expense of $26,000 and a
decrease in the provision for uncoilectible accounts of $11,000. In addition, changes in operating assets and lLiabifities decreased cash by $15,000. During the three
months ended February 28, 2018, the Company had net income of $101,000 and operating activities provided cash of $152,000. The principal adjustments to reconcile the
net income to cash provided in operating activities for the (hiree months ending February 28, 2018 was a decrease in the provision for uncollectible accounts of $1,000. in
addition, changes in operating assets and liabilities increased cash by 352,000

The Company’s investing activities were insignificant for the threc months ended February 28, 2019 and 2018,

The Company used $218,000 and $145,000 for cash distribution/dividend payments during the three month periods ended February 28, 2019 and 2018,

On March 13, 2019, the Board of Directors deciared a $0.01 per share quarterly cash distribution/dividend to sharcholders of record as of March 29, 2019, to be paid April
18, 2019, Although there can be no assurances that the Company will be able to pay cash distributions/dividends in the future, it is the Company’s intent that future
cash distributions/dividends will be considered based on profitability expectations and financing needs and will be declared at the discretion of the Board of Directors.
it is the Company’s intent going forward to declare and pay cash distributions/dividends on a quarterly basis if warranted.

Cash Distribution and Dividend Policy
It is the Company’s intent that future cash distributions/dividends will be considered after reviewing profitabilify expectations and financing needs and wiil be declared
at the discretion of the Board of Directors. There can be no assurance that the Company will generate sufficient earnings to pay out cash distributions/dividends. The

Company will continue 1o analyze its ability fo pay cash distributions/dividends on a quarterly basis.

Determination of whether distributions are considered a cash distribution, cash dividend or combination of the two will not be made unti} afier December 31, 2019, as the
classification or combination is dependent upon the Company’s earnings and profits for tax purposes for its fiscal year ending November 30, 2019,

The Company believes execution of this policy will not have any malerial adverse effect on its ability to fund current operations or future capital investments.
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Recent and Adopted Accounfing Pronouncements

Revenue from Contracts with Customers, ASU 2014-09 { Topie 606) establishes a comprehensive revenue recognition standard for virtually ail industries in U.8. GAAP,
including those that previously followed industry-specific guidance such as the real estate, construction and software industries. The revenue standard’s core principle
{s built on the contract between a vendor and a customer for the provision of goods and services. It attempts to depict the exchange of rights and cbiigations between
the parties in the pattern of revenue recognition based on the consideration to which the vendor is entitled. The standard requires five basic steps: (i) identify the
contract with the customer, (ii) identify the performance obligations in the coatract, {iii) determine the transaction price, (iv) aljocate the transaction price to the
performance obligations in the contract, (v} recognize revenue when (or as) the entity satisfies & performance obligation. Entities will generally be required to make more
estimates and use more judgment than under current guidance, which will be highiighted for users through increased disclosure requirements.

The standard requires that the transaction price received from cuslomers be allocated to each separate and distinct performance obligation. The transaction price
attributable to each separate and distinet performance obligation is then recognized as the performance obligations are satisfied. We have evalvated franchise fees and
have determined that under the new standard the franchise fee is not separate and distinet from the overall franchise right. Franchise fees received will be recorded as
deferred revenus and recognized as revenue over the term of each respective {ranchise agreement, fypicaily 10 years. The Company has adopted this standard effective
December 1, 2019. See note 3 for the impact of adoption on the Company’s financial position, cash flows or results of operations.

We have evaluated the impaet of our franchise contributions to and subsequent expenditures from our marketing fund. We have determined we are the principal in these
arrangements and under the new standard we have included them as revenue and expense items.  The Company has adopted this standard effective December 1, 2019.
See note 3 for the impact of adoption on the Company’s financial position, cash flows and resuits of operations.

In March 2016, the FASB issued ASU 2016-04, Recognition of Breakage for Certain Prepaid Stored-Value Products, The new guidance creates an exception under ASC

e (V20 LT e S EX GRS RTS Of Liahiiiries; to-derevognize financial-Habitities related-to-certuin-prepaid-stored-vaiue-prodpucts-using-a-revenue-tike-breakage———mmm
model. In general, these liabifities may be extinguished proportionately in earnings as redemptions eccur, or when redemption is remote if issuers are not entitled {o the
unredeemed stored value. The Company adopted this guidance effective December 1, 2018 in connection with its adoption of Topic 606, utilizing the modified
retrospective method, Refer to Note 3 for further disclosure of the impact of the new guidance,

In November 2016, the FASB issued ASU No. 2016-18, Statement of Cash Fiows {Topic 230): Restricted Cash {a consensus of the FASB Emerging Issues Task
Force), {“ASU 2016-18"). ASU 2016-18 requires that a statement of cash flows explaih the change during the period in the total of cash, cash equivalents, and amounts
gencrally described as restricted cash or restricted cash equivalents. Therefore, amounts generally described as restricted cash and restricted cash equivalents should
be included with cash and cash equivalents when reconciling the beginaing-of-period and end-oftperiod total ameunts shown on the stateiment of cash flows. The
Company adopted this new guidance on December 1, 2018 using a retrospective transition methed, and restated the cash flow statement for the prior period presented.

Management does not believe that there are any other recently issued and effective or not yet effective pronouncements that would have or are expected to have any
significant effect on the Company’s financial position, cash flows or results of operations.

Critical Accounting Policies

The Coempany has identified other significant accounting policies that, as a result of the judgments, uncertainties, uniqueness and complexities of the underlying
accounting standards and operations involved could result in material changes to its financial condition or results of operations under different conditions or using
different assumptions. The Company's most ¢ritical accounting policies are rejated (o revenue recognition, valuation of long-tived and intangible assets, deferred fax
assets and the related valuation allowance, Details regarding the Company's use of these pelicies and the related estimates are described in the Company's Annual
Report on Form 10-K for the fiscal year ended November 30, 2018, filed with the Securities and Exchange Commission on February 25, 2019,
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
BAB, inc. has no interest, currency or derivative market risk.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Conlrols and Procedures

Our management, with the participation of both our Chief Executive Officer and Chiefl Financial Officer, has evaluated the effectiveness of our disclosure controls and
procedures (as defined in Rules 13a-15{¢} under the Securities and Exchange Act of 1934, as amended (the “Exchange Act™), as of the end of the period covered by this
report. Based on such evaluation, both owr Chief Executive Officer and Chief Financial Officer have concluded that, as of February 28, 2019 our disclosure controls and
procedures are effective (i) to ensure that information required fo be disclosed by us in the reports that we fife or submit under the Exchange Act is recorded, processed,
summarized and reported within the time periods specified in the SEC’s rules and forms and (1i) to ensure that information required to be disclosed by us in the reports
that we submit under the Exchange Act is accumulated and communicaled to our management, including our executive ard financial officers, or persens performing
simitar functions, as appropriate, to allow timely decisions regarding required disclosure.

Changes in Internal Centrol Over Financial Reporting
There have been no changes in our internal controf over financial reporting (as such term is defined in Ruies 13a-15{f) and 15{d)-15(f) under the Exchange Act) during

the three months of fiscal year 2619 to which this report relates that have materially affected, or are reasonably likely fo materiaily affect, our internal control over
financial reporting.

Compiiance with Section 404 of Sarbanes-Oxley Act

The Company is in compliance with Section 404 of the Sarbanes-Oxley Act of 2002 (the “Act™).

PARTE

ITEM . LEGAL PROCEEDINGS

We may be subject to various legal proceedings and claims, either asserted or unasserted, which arise in the ordinary course of business, While the outcome of such
proceedings or claims cannot be predicted with ceriainty, management does not believe that the outcome of any of such proceedings or claims will have a material effect
on our financial position. We know of no pending or threatened proceeding or claim to which we are or will be a party.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURFTIES AND USE OF PROCEEDS

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicabie
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ITEMS. OTIER INFORMATION

None.

ITEM 6. EXHIBITS

See index to exhibils
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INDEX TO EXHIBITS
(a) EXIBITS
The following exdibits are filed herewith.

INDEX NUMBER DESCRIPTION

31 Articles of Incorporation (See Form 10-KS8B for yvear ended November 30, 2006 filed February 28, 2007)
32 Bylaws of the Company (See Form 10-K8B for vear ended November 30, 200 filed February 28, 2007)
41 Preferred Shares Rights Aereement (See Form 8-K filed Mav 7, 2013}
42 Preferred Shares Rights Agreement Amendment No. 1 (See Form 8K filed June 18, 2014)
43 Preferred Shares Rights Agreement Amendment No. 2 (See Form 8-K filed August 18,2015}
44 Preferred Shares Rights Agreement Amendment No. 3 {See Fonn 8-K {3ed May 22, 2017)
4.5 Preferred Shares Rights Agreement Amendment No. 4 (See Form 8-K filed February 25, 2019)
211 List of Subsidiaties of the Company

311,312 Section 302 of the Sarbanes-Oxley Act of 2002

321,322 Section 906 of the Sarbanes-Oxley Act of 2002

101 NSt XBRIL: Instance

101.8Cr* XBRL Taxonomy Extension Schema

101.CAL> XBRL TFaxonomy Extension Calculation

101 DEF* XBRL Taxonomy Extension Definition

101 LAB* XBRL Taxonomy Extension Labels

101 PRE* XBRL Taxonomy Extension Presentation

SIGNATURE

in accordance with the requirements of the Exchange Act, the registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto dvly
authorized.

BAB, Inc.
Dated: April 15,2019 {8/ Geraldine Conn
Geraldine Conn
Chief Financial Officer
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Exhibit 21.1

SUBSIDIARIES OF BAB, INC,

BAB Systems, Inc., an Illingis corporation
BARB Operations, inc., an lHinois corporation

BAB Investments, Inc., an Hlincis corperation




Froject Type: 10-Q Document \I:e-rsion: 3 Cr(;ated By: Beth Anderson
Description: Form 10~ guarter ended 0Z-28-19 Broject I 50723 Creabed At: 4/12/2019 5:44:46 PM EDT

Exhibit 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER PURSUANT TO RULE 13A-14 (a) OR RULE 15d-14 (a) OF THE SECURITIES EXCHANGE ACT OF 1934.
I, Michael W. Evans, certify that;
(1} I have reviewed this quarterly report on Form 10-Q of BAR, Inc.

(2} Based on my knowledge, this report does not contain any untrue statement ol a material fact or omit 1o stale a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respeet 10 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 cerlifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures {as defined in IExchange
Act Rules 13a-15(e) and 15d ~15(e)) and internal control over financial reporiing (as defined in Exchange Act Rules 13a - 15(f) and 15d -1 5(f}) for the registrant
and have:

{a) Designed such disclosure controls and procedures, or caused such disclosure controis 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 reporiing to be designed under our supervision,

W provide Tensonable wssommics regarding e retiability of fivanciatreporting i the preparationof-financtal statements for extermal purposes """
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 conirols 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 contrel 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 materiaily 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) AH significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
1o adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that invelves management or other employees who have a significant role in the registrant’s internal control over

financial reporting.

Date: April 15, 2019 by /s/ Michael W._Evans
Michael W, Evans, Chief Executive Officer
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Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO RULE 13A-14 (a) OR RULE 15d-14 (a) bF THE SECURFTIES EXCHANGE ACT OF 1934,
I, Geraldine Conn, certify that:
(13 I have reviewed this guarterly report on Form 10-Q of BAB, Inc.

(2) Based on my knowledge, this report does not contain any untrue slatement 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 stalements, and other financial information included in this report, faisiy present in all materiai respects the financial
condition, results of operations and cash fiows of the smatl business issuer as of, and for, the periods presented in this report;

{4) The registrant’s other certifying officer(s) and 1 are responsibie for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d -15{e}) and internal contrel over financial reporting (as defined in Exchange Act Rules 13a~1 5(f) and 15d -15(f)) for the registrant
and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 1o be designed under our supervision, to
ensure that material infarmation relating (o the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,

particularly during the period in whick this report is being prepared,

{b) Designed such internal control ever financial reporting, or caused such internal control over financiat reporting to be designed under our supervision,

o Provite TeasoTabTe asynrante Tegard ing theTetiabitity ol fimenciat reporting-and-the-preparation-of-financial-statements-for-external-putposes-fir———

accordance with generally accepted accounting principles;

(¢) Evaluvated the effectiveness of the segistrant’s disclasure contrels 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 internat control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiseal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal contrel over financial reperting; and

(5) The registrant’s other certifying officer and ! 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):

(&) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
1o adversely affect the registrant’s abilily to record, process, summarize and report financial information; and

(®) Any fraud, whether or not material, that involves management or other empleyees who have a significant role in the registrant’s internal control over

financiat reporting.

Date: April 15,2019 By fs/ Geraldine Conn
Geraldine Conn, Chief Financial Officer
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Exhibit 32.1
BAR, Inc.
CERTIFICATION PURSUANT TO 18 US.C. SECTION 1350
AS ADOPTED PURSUANT T SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the BAR, Inc. (the "Company”) Quarterly Report on Form 10-Q for the period ended February 28, 2019, as filed with the Securifies and Exchange
Commission on the date hereof {the "Report"), [, Michael W. Evans, Chief Executive Officer of the Company, certify pursuant o 18 U.8.C. Section 1350, as adopled
pursuant 10 Section 906 of the Sarbanes-Oxley Act of 2002, that, 10 the best of my knowledge:

. The Report fully complies with the requirements of section 13(a} or 15(d) of the Securities and Exchange Act of 1934, as amended; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition, resulis of operations, and cash flows of the Company.

Date: April 15,2019 By:_Js/ Michael W. Evans

Michae! W. Evans, Chief Executive Officer
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Exhibit32.2

BAB, Inc.
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 566 OF THE SARBANES-OXLEY ACT OF 2002

_In connection with the BAB, Inc, (the "Company™) Quarterly Report on Form 10-Q for the period ended February 28, 2019, as filed with the Securities and Exchange
Commission on the date hereof (the "Repart™), 1, Geraldine Conn, Chiel Financial Officer of the Company, ceriify pursuant to 18 U.5.C. Section 1350, as adopted pursuant

10 Section 906 of the Sarbanes-Oxley Act of 2002, that, 10 the best of my knowledge:

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities and Exchange Act of 1934, as amended; and
2. The information contained in the Report fairly presents, in alf material respects, the financial condition, results of operations, and cash flows of the Company,

By.__/s/ Geraldine Conn_

Dale: Aprii 15,2019
Geraldine Cons, Chief Financial Officer




