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ASSETS

Current assets
Cash
Restricted Cash

Receivables

(Unaudited)

Trade accounts receivable ( net of allowance for doubtful accounts of $97,793)

Marketing Fund contributions receivable from franchisees and stores

Notes receivable
Inventories

Prepaid expenses and other current assets

Total current assets

Property and equipment ( net of accumulated depreciation of $885,328)

Long-term notes receivable

Trademarks

Goodwill

Other (net of accumulated amortization of $291,010)

Total Assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities
Current portion of long-term debt
Accounts payable
Accrued expenses and other current liabilities
Unexpended Marketing Fund contributions
Deferred franchise fee revenue

Deferred revenue

Total current liabilities

Noncurrent liabilities
Long-term debt (net of portion included in current liabilities)

Deferred revenue

Total noncurrent liabilities

Total Liabilities

Commitments and Contingencies
Stockholders' Equity (Deficit)
Common stock
Additional paid-in capital
Treasury stock

Accumulated deficit

$

$

$

2,003,263
210,040

123,449
52,037
33,036
73,406

134,395

187,129
53,548
763,667
3,542,772
14,342

7,191,084

262,449
72,650
473,793
186,109
210,000
52,829

528,027
99,146

13,508,202
870,935
(222,781)
(8,850,275)
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Total stockholders' equity 5,306,081

Total Liabilities and Stockholders' Equity $ 7,191,084

SEE ACCOMPANYING NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS.
BAB, Inc.

Condensed Consolidated Statements of Operations

(Unaudited)
3 months ended 9 months ended
August 31. 2005 August 31. 2004 August 31, 2005 August 31. 2004
REVENUES
Net sales by Company-owned stores $ 370,594 $ 395,463 $ 1,115,622 $ 1,404,043
Royalty fees from franchised stores 581,675 596,574 1,703,787 1,750,789
Franchise fees 40,000 145,235 147,500 293,680
Licensing fees and other income 273,368 273,758 946,969 844,324
TOTAL REVENUES 1,265,637 1,411,030 3,913,878 4,292,836
OPERATING EXPENSES
Food, beverage and paper costs 136,030 132,054 388,332 464,520
Store payroll and other operating expenses 316,565 389,824 939,213 1,302,678
Selling, general and administrative expenses:
Payroll-related expenses 336,407 315,179 1,013,460 984,897
Occupancy 33,398 33,939 97,075 117,172
Advertising and promotion 32,525 35,460 115,822 115,604
Professional service fees 54,506 60,495 162,890 181,682
Travel expenses 27,015 21,816 75,077 55,035
Depreciation and amortization 21,106 26,385 63,508 131,386
Bad debt expense (net of recoveries) 12,000 (66,800) 36,000 (40,400)
Other 140,054 134,491 464,423 402,052
Total Operating Expenses 1,109,606 1,082,843 3,355,800 3,714,626
Income from Operations 156,031 328,187 558,078 578,210
Other income (expense) - 4,771 512 (7181)
Interest income 2,249 7,499 6,080 18,632
Interest expense (10,696) (22,498) (34,363) (69,208)
Net Income $ 147,584 $ 308,417 $ 530,307 $ 520,453
Net Income per share - Basic and Diluted $0.02 $0.04 $0.07 $0.07
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Weighted average number of shares outstanding - Basic 7,208,946 7,021,373 7,175,427
Weighted average number of shares outstanding - Diluted 7,250,558 7,187,315 7,245,677
Cash dividends per share - $0.02 $0.02

SEE ACCOMPANYING NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS.

BAB, Inc.

Condensed Consolidated Statements of Cash Flows

(Unaudited)
9 months ended
August 31, 2005
Cash Flows from Operating Activities
Net Income $ 530,307
Depreciation and amortization 65,795
Provision for doubtful accounts (net of recoveries) 36.000
Gain on sale of equipment --
(Increase) decrease in:
Restricted cash 111,565
Trade accounts receivable 66,530
Marketing Fund contributions receivable 12,369
Trade notes receivable (22,739)
Inventories (9,299)
Prepaid expenses and other assets (21,140)
Increase (decrease) in:
Accounts payable (59,880)
Accrued expenses and other current liabilities (126,476)
Unexpended Marketing Fund contributions (123,888)
Deferred franchise fees and other deferred revenue 184,475
Net Cash Provided by Operating Activities 643,619
Cash Flows from Investing Activities
Collection of notes receivable 49,073
Purchases of property and equipment (17,429)
Proceeds from sale of property and equipment --
Net Cash Provided by Investing Activities 31,644

Cash Flows from Financing Activities

6,940,199
7,106,141
$0.04

August 31. 2004

$ 520453
131,386
(40,400)
(10,646)

24,019
50,383
19,618
(26,603)
20,910
25,383

(63,443)
(87,671)
(42,926)
(26,000)

88,412
(113,302)
58,080
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Repayment of long-term debt (173,225) (929,694)
Borrowings - 723,701
Purchase of common stock for treasury - (10,781)
Dividends paid (717,161) (277,895)
Proceeds from exercise of stock options 23,552 20,375
Net Cash Used in Financing Activities (866,834) (474,294)
Net Increase/(Decrease) in Cash (191,571) 53,359
Cash, Beginning of Year 2,194,834 1,872,435
Cash, End of Third Quarter $ 2,003,263 $ 1,925,794

Supplemental disclosure of cash flow information:

Interest paid 23,875 45,700
SEE ACCOMPANYING NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS.

BAB, Inc.

Notes to Unaudited Condensed Consolidated Financial Statements

(Unaudited)

Note 1 - Nature of Operations

BAB, Inc. (the "Company") was incorporated under the laws of the State of Delaware on July 12, 2000. The Company currently operates, franchises and licenses
bagel, muffin and coffee retail units under the Big Apple Bagels ("BAB"), My Favorite Muffin ("MFM") and Brewster's Coffee trade names. The Company
additionally derives income from the sale of its trademark bagels, muffins and coffee through nontraditional channels of distribution, including license agreements
and direct home delivery of specialty muffin gift baskets and coffee.

The Company has four wholly owned subsidiaries: BAB Systems, Inc. (Systems); BAB Operations, Inc. (Operations); Brewster's Franchise Corporation (BFC);
and My Favorite Muffin Too, Inc. (MFM). Systems was incorporated on December 2, 1992, and was primarily established to franchise BAB specialty bagel retail
stores. Systems has a wholly owned subsidiary, Systems Investments, Inc. (Investments), a dormant company. Operations was formed on August 30, 1995,
primarily to operate Company-owned stores, currently "BAB" and "Brewster's Coffee" concept stores, including one which currently serves as the franchise
training facility. BFC was established on February 15, 1996 to franchise "Brewster's Coffee" concept coffee stores. MFM, a New Jersey corporation, was
acquired on May 13, 1997. MFM franchises "MFM" concept muffin stores. The assets of Jacobs Bros. Bagels (Jacobs Bros.) were acquired on February 1, 1999.
(See Note 7 in 10-KSB filed 2/28/05.) The Company continues to operate one store with the Jacobs Bros. name.

The accompanying condensed consolidated financial statements are unaudited. 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 generally accepted accounting principles have been omitted pursuant to such SEC rules and regulations: nevertheless, 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 notes thereto included in the Company's Annual Report on Form 10-KSB for the year ended November 30, 2004 which was filed
February 28, 2005. In the opinion of the Company's management, the condensed consolidated financial statements for the unaudited interim periods presented
include all adjustments, including normal recurring adjustments necessary to fairly present the results of such interim periods 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.

2. Stores Open and Under Development

Stores which have been opened or are under development at August 31, 2005 are as follows:
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Stores opened:

Company-owned 3
Franchisees 147
Licensed 4
Under Development 8
Total 162

3. Earnings per Share

The following tables sets forth the computation of basic and diluted earnings per share:

3 months ended 9 months ended

August 31. 2005 August 31. 2004 August 31. 2005 August 31, 2004

Numerator:

Net income available to common shareholders $ 147,584 $ 308,417 $ 530,307 $ 520,453

Denominator:

Weighted average outstanding 7,208,946 7,021,373 7,175,427 6,940,199

shares - Basic
Earnings per share - Basic $0.02 $0.04 $0.07 $0.07
Effect of dilutive common equivalent

shares - Weighted average stock options outstanding 41,612 165,942 70,250 165,942

Weighted average outstanding 7,250,558 7,187,315 7,245,677 7,106,141
shares - Diluted

Earnings per share - Diluted $0.02 $0.04 $0.07 $0.07

4. Long Term Debt

On June 25, 2004, the Company entered into a Business Loan and Security Agreement ("Bank Agreement") with Associated Bank which provides for term loan
borrowings in the original amount of $723,700. Borrowings under the Bank Agreement are to be repaid in monthly installments of $21,900, including interest at a
rate of 5.5 percent per annum, with final payment due July 1, 2007, and are secured by substantially all of the assets of the Company. The proceeds received from

this term loan were used to repay amounts outstanding on the notes payable to Zanett, Inc. and to a finance company, in the aggregate amount of $723,700, on July
2,2004.

5. Stock Options

In May 2001, the Company approved a Long-Term Incentive and Stock Option Plan (Plan). The Plan reserved 1,100,000 (as adjusted for a 4:1 split) shares of
common stock for grant and provides that the term of each award be determined by the Board or a committee of the Board. An additional 300,000 stock options
were added to this Plan by a vote of the shareholders at the annual meeting held May 29, 2003, making the Plan total 1,400,000. As of August 31, 2005, 1,110,000
options have been issued to directors, officers and employees in 7 separate grants. Of these 1,110,000 options granted, 37,083 have expired due to forfeiture and
901,883 options have been exercised as of August 31, 2005.

9 months ended

August 31, 2005 August 31. 2004
Options Options
Options Outstanding at beginning of year 258,486 413,772
Granted 95,000 115,000
Forfeited (3,000) (6,750)
Exercised (179.452) (263.536)
Options Outstanding at end of period 171,034 258,486
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The Company uses the intrinsic method, as allowed by SFAS 123, "Accounting for Stock-Based Compensation," to account for stock options granted to
employees and directors. No compensation expense is recognized for stock options because the exercise price of the options is at least equal to the market price of
the underlying stock on the grant date.

For those companies that do not elect to change their method of accounting for stock-based employee compensation, SFAS Statement No. 148 requires increased
disclosure of the pro forma impact of applying the fair value method to the reported operating results. The increased disclosure requirements apply to the
Company's interim and annual financial statements. Had employee compensation expense for the Company's Plan been recorded in the financial statements,
consistent with provisions of SFAS 123, net earnings would have been reduced by approximately $9,400 for the 3 months ended August 31, 2005 and $22,300 for
the 9 months ended August 31, 2005 and $12,500 for the 3 months ended August 31, 2004 and $21,500 for the 9 months ended August 31, 2004 based on the
Black-Scholes option-pricing model.

The following table illustrates the effect on net income and earnings per share:

3 months ended 9 months ended

August 31, 2005 August 31. 2004 August 31, 2005 August 31. 2004
Pro forma impact of fair value method
Reported net income $ 147,584 $ 308,417 $ 530,307 $ 520,453
Less: fair \{alue impact of employee stock 9.400 (12.500) (22.300) (21.500)
compensation —0400)
Pro forma net income $ 138,184 $ 295914 $ 508,007 $ 498,953
Earnings per common share
Basic and diluted - as reported $0.02 $0.04 $0.07 $0.07
Basic and diluted- pro forma $0.02 $0.04 $0.07 $0.07
Weighted average Black -Scholes fair value
assumptions
Risk free interest rate 4.0% 3.05% 4.0% 3.05%
Expected life 5.3 yrs 3.0yrs 5.3 yrs 3.0yrs
Expected volatility 2.53% 1.647% 2.53% 1.647%
Expected dividend yield 4.6% 7.0% 4.6% 7.0%

6. Goodwill and Other Intangible Assets

In accordance with SFAS No. 142, goodwill and indefinite-lived intangible assets are tested for impairment upon adoption of the standard and
annually thereafter, or between annual testing if certain events occur or circumstances change. SFAS No. 142 requires that goodwill be tested
for impairment using a two-step process. The first step is to identify a potential impairment and the second step measures the amount of the
impairment loss, if any. Goodwill is deemed to be impaired if the carrying amount of a reporting unit's net assets exceeds its estimated fair
value. SFAS No. 142 requires that indefinite-lived intangible assets be tested for impairment using a one-step process, which consists of a
comparison of the fair value to the carrying value of the intangible asset. Intangible assets are deemed to be impaired if the net book value
exceeds the estimated fair value. The Company completed its annual goodwill impairment assessment during the first quarter ended February
28, 2005, and it indicated no impairment of goodwill.

Net intangible assets with definitive lives, representing master lease origination fees with an original cost of $95,000, totaled $14,000, net of
accumulated amortization expense of $81,000, as of August 31, 2005.

Amortization expense of intangible assets with a definitive life for the first nine months ended August 31, 2005 was $7,000. The estimated
amortization expense on these intangible assets is $9,000 in 2005 and 2006 and $3,000 in 2007.

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

Certain statements contained in Management's Discussion and Analysis of Financial Condition and Results of Operations, including statements regarding the
development of the Company's business, the markets for the Company's products, 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
Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Because such statements include risks and uncertainties, actual
results could differ materially from those expressed or implied by such forward-looking statements as set forth in this report, the Company's Annual Report on
Form 10-KSB and other reports that the Company files with the Securities and Exchange Commission. Certain risks and uncertainties are wholly or partially
outside the control of the Company and its management, including its ability to attract new franchisees; the continued success of current franchisees; the effects of
competition on franchisee and Company-owned store results; 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 employee benefit costs; changes in government regulation (including increases in the minimum
wage); regional economic and weather conditions; the hiring, training, and retention of skilled corporate and restaurant management; and the integration and
assimilation of acquired concepts. 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 to publicly release the results of any revision to these forward-looking
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statements which may be made to reflect events or circumstances after the date hereof or to reflect the occurrence of unanticipated events.
General

The Company was started in November 1992, and includes 3 Company-owned stores and 151 franchised and licensed units at August 31, 2005. Units in operation
at August 31, 2004 included 3 Company-owned stores and 164 franchised and licensed units. Estimated system-wide revenues in the nine months ended August
31,2005 $36 million as compared to August 31, 2004 which were $38 million.

The Company's revenues are derived primarily from ongoing royalties paid to the Company by its franchisees, the operation of Company-owned stores, and
receipt of 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), licensing contracts, and by directly entering into licensing agreements (Kohr Bros. and Mrs. Fields Famous Brands).

The Company continues to review and control expenses in payroll, occupancy and overhead in the corporate office. At August 31, 2005, the Company had 20
employees at the corporate level, as compared to 19 employees at the end of the 3rd quarter of 2004.

Results of Operations

Three months Ended August 31, 2005 versus Three Months Ended August 31, 2004.

In the three months ended August 31, 2005, the Company reported net income of $148,000 versus net income of $308,000 for the same period in 2004. Total
revenues decreased by $145,000, or 10.3%, for the three months ending August 31, 2005, as compared to the three months ending August 31, 2004, due to a
decrease in franchise fee revenue of $105,000, a decrease in Company-owned store revenues of $25,000 and a decrease in royalty revenue of $15,000.

Franchise fee revenues decreased by $105,000 in comparison to the same period 2004, primarily due to the Company opening 1 new franchise store in third
quarter 2005 versus 5 in 2004.

The primary factors contributing to the decrease of $25,000, or 6.3%, in revenues for Company-owned stores for the third quarter 2005, as compared to same
period 2004, was a $31,000 decrease in wholesale revenues, and an $18,000 decrease in the 3 Company-owned store sales, offset by additional sales of $24,000
from a franchise store the Company decided to temporarily operate while negotiating a lease termination agreement with the landlord on a lease that Operations
was ultimately obligated to pay as the store was once Company-owned.

Royalty revenue was down $15,000, or 2.5%, for the three months ended August 31, 2005, as compared to the three months ended August 31, 2004. The decrease
in royalty revenue was primarily due to closure of under-performing franchise locations. The Company had 147 franchise locations at August 31, 2005, as
compared to 159 locations at August 31, 2004.

Company-owned store food, beverage and paper costs increased $4,000, or 3.0%, in the third quarter of 2005 as compared to the same period 2004. Expenses of
$19,000 were incurred for the franchise store noted above operated by Operations but this was offset by a decrease of $15,000 in cost of goods for the 3
Company-owned locations. Total Company-owned direct store expenses, other than cost of goods, decreased $73,000, or 18.8%, for the three months ended
August 31, 2005, versus the same period 2004. This decrease consisted of a $32,000 decrease in the 3 Company-owned stores and a $17,000 decrease attributable
to closed locations. In addition, the franchise store temporarily operated by Operations contributed $55,000 to direct store costs in the third quarter of 2005. Note
in the third quarter 2004, the Company incurred costs of $80,000 for a franchise location which was previously Company-owned.

Total operating expenses went up slightly to $1,110,000, in the third quarter 2005 versus $1,083,000, in 2004. In the third quarter 2004 an adjustment for excess
bad debt reserve resulted in $67,000 of income, compared to an expense of $12,000 in third quarter 2005. With the close of the third quarter of 2005, the
Company has had 16 consecutive profitable quarters. Management will continue to focus on improving the quality of the franchising network and controlling
costs to optimize profitability.

Interest expense decreased $12,000, or 52.5%, in the third quarter 2005, compared to the same period 2004, because of lower outstanding debt and the fact the debt
is at a lower interest rate in 2005 compared to 2004. For details on this see Note 5 in the Company's 10-KSB for November 30, 2004, filed February 28, 2005.

Net income per share as reported for basic and diluted outstanding shares for the three months ended August 31, 2005, was $0.02 per share, and the three months
ended August 31, 2004, was $0.04.

Nine Months Ended August 31, 2005 versus Nine Months Ended August 31, 2004.
In the nine months ended August 31, 2005, the Company reported net income of $530,000 compared to net income of $520,000 for the same period in 2004.

Total revenues decreased by $379,000, or 8.8%, in the nine months of fiscal 2005, as compared to the same period 2004, due to a decrease in Company-owned
store revenues of $288,000, a decrease in franchise fee revenue of $146,000 and a decrease in royalty revenue of $47,000, offset by a $103,000 increase in license
fees and other income.

The decrease in Company-owned store revenue of $288,000, or 20.5%, was primarily due to a $187,000 decrease in wholesale revenues due to closure of
commissary locations in 2004, a $95,000 decrease in wholesale and catered sales revenues in operating locations due to management's decision to eliminate
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wholesale sales to less profitable customers and a $37,000 decrease in revenues for Company-owned stores sold or closed during 2004. There was a $38,000
decrease for the remaining 3 Company-owned stores in 2005 versus 2004, offset by $69,000 in sales from the franchised location temporarily operated by
Operations.

Franchise fee revenue decreased $146,000, or 49.8%, in 2005 compared to the same period in 2004, primarily due to 3 stores opening in 2005 versus 9 stores
opening in 2004.

Royalty revenue decreased $47,000, or 2.7%. Total system-wide sales were down for the nine months ended August 31, 2005, as compared to the same period
2004 which was mainly a result of the closure of under-performing franchise locations. The Company had 147 franchise units at August 31, 2005, as compared to
159 franchise units at August 31, 2004.

Licensing fees and other revenue increased $103,000, or 12.2%, for the first nine months of 2005 compared to 2004. This was primarily due to
an increase in Sign Shop revenue of $42,000, a trademark infringement settlement of $90,000 and an increase in miscellaneous income from the
sale of assets of $34,000 in 2005 versus $11,000 in 2004, offset by a decrease in non-traditional revenue of $27,000 and a decrease in rent from
sublet locations of $25,000 in 2005 versus 2004 because the Company's sublessee entered into a new lease directly with the property owner as
the Company declined to extend its lease with the property owner. The $34,000 in assets sold in 2005 were those of the franchise store that
Operations was temporarily operating.

Company-owned store food, beverage and paper costs decreased $76,000, or 16.4%, for the nine months ended August 31, 2005, versus same period 2004. Closed
locations, including commissaries, contributed $66,000, while the 3 Company-owned locations costs decreased by $43,000, offset by $33,000 of cost of goods
expense in 2005 for the franchise location temporarily operated by Operations. Total Company-owned store expenses, excluding cost of goods, decreased
$363,000, or 27.9%, for the nine months ended August 31, 2005, versus the same period a year ago. Of this amount, payroll, rent and utilities and other direct
related expenses for closed locations decreased $296,000, and the 3 Company-owned stores decreased $114,000. The expenses for the franchise location
temporarily operated by Operations were $116,000 in 2005. Expenses incurred for a franchised location, which was formerly owned by Operations was $10,000
in 2005 versus $80,000 for same period 2004.

Total consolidated operating expenses were $3,356,000, or 85.7%, of revenues, in the nine months ended August 31, 2005, versus $3,715,000, or 86.5% in 2004.
Net income was $530,000, or 13.5%, of revenues, for the nine months ended August 31, 2005, versus $520,000, or 12.1%, for the previous period.

Interest expense decreased by $35,000, or 50.3%, to $34,000 in 2005, compared to $69,000 in the year ago period due to lower outstanding debt at lower interest
rates.

Net income per share for the nine months ended August 31, 2005 and August 31, 2004, was $0.07 on both a basic and diluted basis.

Liquidity and Capital Resources

The net cash provided from operating activities totaled $644,000 for the first nine months ended August 31, 2005, versus a decrease in cash provided from
operating activities of $494,000 for the same period 2004. Cash provided from operating activities represents net income of $530,000, plus depreciation and
amortization of $66,000, a reduction in restricted cash of $112,000 and a provision for uncollectible accounts of $36,000, offset by an increase in deferred
revenues of $184,000, a decrease in trade receivables of $67,000, an increase in inventories ($9,000), an increase in notes receivable of ($23,000), an increase in
prepaids of ($21,000), a decrease in accounts payable of ($60,000), a decrease in accrued liabilities and professional fees of ($126,000) and a decrease in
Marketing Fund obligations of ($112,000).

Cash provided from investing activities during the first nine months of 2005 totaled $32,000, versus $33,000 in 2004. This was due to collection of notes
receivable in the amount of $49,000, offset by purchases of property and equipment of $17,000. Cash provided from investing activities during the same period of
2004 totaled $33,000, and was provided from collection of notes receivable of $88,000 and from proceeds from the sale of property and equipment of $58,000,
offset by purchases of property and equipment of $113,000.

Financing activities used $867,000 during the first nine months of 2005, due to the repayment of notes payable of $173,000 and payment of dividends of
$717,000, offset by proceeds from the exercise of stock options in the amount of $24,000. In fiscal 2004 for this same time period, financing activities used
$474,000 which included repayment of notes payable of $930,000, payment of cash dividends of $278,000 and repurchase of common stock for Treasury Stock of
$11,000, offset by proceeds from borrowings of $724,000 and the exercise of stock options in the amount of $20,000.

The Company has no financial covenants on any of its outstanding debt.

New Accounting Standards

In December 2003, the Financial Accounting Standard Board ("FASB") issued Statement of Financial Accounting Standards ("SFAS") 148, "Accounting for
Stock-Based Compensation-Transition and Disclosure.” This Statement, which is effective for years ending after December 15, 2003 amends SFAS No. 123,
"Accounting for Stock-Based Compensation," and provides alternative methods of transition for a voluntary change to the fair value-based method of accounting
for stock-based employee compensation. In addition, SFAS No. 148 amends the disclosure requirements of SFAS No. 123 regardless of the accounting method
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used to account for stock-based compensation. The Company has chosen to continue to account for stock-based compensation of employees using the intrinsic
value method prescribed in Accounting Principles Board Opinion No. 25, "Accounting for Stock Issued to Employees" and related interpretations. The effects of
the enhanced disclosure provisions as defined by SFAS 148 are included in Note 5 of this report.

In December 2004, FASB issued SFAS No. 153, "Exchanges of Nonmonetary Assets-an amendment to APB Opinion No. 29." This statement amends APB 29 to
eliminate the exception for nonmonetary exchanges of similar productive assets and replaces it with a general exception for exchanges of nonmonetary assets that
do not have commercial substance. A nonmonetary exchange has commercial substance if the future cash flows of the entity are expected to change significantly
as a result of the exchange. Adoption of this financial statement is not expected to have a material impact on the Company's consolidated financial position,
results of operations or cash flows.

In December 2004, the FASB issues SFAS No. 123(R), "Share-Based Payment." SFAS No. 123(R) establishes accounting standards for transactions in which a
company exchanges its equity instruments for goods or services. In particular, this Statement will require companies to record compensation expense for all
share-based payments, such as employee stock options, at fair market value. This statement is effective as of the beginning of the first interim or annual reporting
period that begins after June 15, 2005 (the Company's period beginning December 1, 2005). Adoption of this financial statement is not expected to have a material
impact on the Company's consolidated financial position, results of operations or cash flows.

In May 2005, the FASB issued SFAS No. 154, "Accounting Changes and Error Corrections,- a replacement of APB Opinion No. 20 and FASB Statement No. 3."
This Statement replaces APB Opinion No. 20, "Accounting Changes," and FASB Statement No. 3, "Reporting Accounting Changes in Interim Financial
Statements," and changes the requirements for the accounting for and reporting of a change in accounting principle. This statement applies to all voluntary
changes in accounting principle. It also applies to changes required by an accounting pronouncement in the unusual instance that the pronouncement does not
include specific transition provisions. When a pronouncement includes specific transition provisions, those provisions should be followed. This Statement shall
be effective for accounting changes and corrections of errors made in fiscal years beginning after December 15, 2005. Early adoption is permitted for accounting
changes and corrections of errors made in fiscal years beginning after the date this Statement is issued. Adoption of this financial statement is not expected to
have a material impact on the Company's consolidated financial position, results of operations or cash flows.

We have considered all other recently issued accounting pronouncements and do not believe that the adoption of such pronouncements will have a material impact
on our financial statements.

Critical Accounting Policies

The Company has identified significant accounting policies that, as a result of the judgements, 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 critical accounting policies are related to the following areas: revenue recognition, long-lived assets, concentrations of
credit risks and valuation allowance and deferred taxes. Details regarding the Company's use of these policies and the related estimates are described in the
Company's Annual Report on Form 10-KSB for the fiscal year ended November 30, 2004, filed with the Securities and Exchange Commission on February 28,
2005. There have been no material changes to the Company's critical accounting policies that impact the Company's financial condition, results of operations or
cash flows for the nine months ended August 31, 2005.

ITEM 3. CONTROLS AND PROCEDURES

Under the supervision of, and with the participation of our management, including our Chief Executive Officer and our Chief Financial Officer, we have evaluated
the effectiveness of the design and operation of our disclosure controls and procedures pursuant to Exchange Act Rule 13a-14(c) of the Securities Exchange Act of
1934 within 90 days of the filing date of this quarterly report. Based upon their evaluation, our Chief Executive Officer and our Chief Financial Officer have
concluded that the Company's disclosure controls and procedures are effective in timely alerting them to material information relating to the Company (including
our consolidated subsidiaries) required to be included in our periodic SEC filings.

There were no significant changes in the Company's internal controls or in other factors that could significantly affect the Company's disclosure controls and
procedures subsequent to the 90 day evaluation period. As a result, no corrective actions were required or undertaken.

PART I
ITEM 1. LEGAL PROCEEDINGS
None
ITEM 2. CHANGES IN SECURITIES
None.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.
ITEM 5. OTHER INFORMATION

On October 071, 2005 the Board of Directors of BAB, Inc. authorized a $0.02 per share semi-annual cash dividend and a $0.06 per share special cash dividend to
common stockholders. The dividend is payable January 3, 2006 to shareholders of record as of December 7, 2005.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K
(a) See index to exhibits

(b) REPORTS ON FORM 8-K

1/14/05 On November 2, 2004, BAB, Inc. announced that its Board of Directors approved a $0.02 per share semi-annual cash dividend and a $0.06 per share
special dividend to common stockholders. The dividend is payable on January 7, 2005, to shareholders of record as of December 17, 2004.

5/13/05 On May 12, 2005, the Board of Directors of BAB, Inc. authorized a $0.02 per share semi-annual dividend. The dividend is payable June 21, 2005 to
shareholders of record as of May 31, 2005.

10/11/05 On October 7, 2005, the Board of Directors of BAB, Inc. authorized a $0.02 per share semi-annual cash dividend and a $0.06 per share special cash
dividend to common stockholders. The dividend is payable January 3, 2006 to shareholders of record as of December 7, 2005.

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 duly
authorized.

BAB, Inc.
Dated: October 13, 2005 /s/ JEFFREY M. GORDEN
Jeffrey M. Gorden
Chief Financial Officer
INDEX TO EXHIBITS

(a) EXHIBITS

The following exhibits are filed herewith.

INDEX NUMBER DESCRIPTION

21.1 List of Subsidiaries of the Company

31.1 Section 302 of the Sarbanes-Oxley Act of 2002 Certification of Chief Executive Officer
31.2 Section 302 of the Sarbanes-Oxley Act of 2002 Certification of Chief Financial Officer
32.1 Section 906 of the Sarbanes-Oxley Act of 2002 Certification of Chief Executive Officer
322 Section 906 of the Sarbanes-Oxley Act of 2002 Certification of Chief Financial Officer
Exhibit 21.1 SUBSIDIARIES OF BAB, INC.

BAB Systems, Inc., an Illinois corporation
BAB Operations, Inc., an Illinois corporation
Brewster's Franchise Corporation, an Illinois corporation

My Favorite Muffin Too, Inc., a New Jersey corporation
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Exhibit 31.1

BAB, Inc

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

PURSUANT TO THE SECURITIES EXCHANGE ACT OF 1934, RULES 13a-14 AND 15d-14
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of BAB, Inc. (the "Company") on Form 10-QSB for the period ended August 31, 2005, as filed with the Securities and
Exchange Commission on the date hereof (the "Report"), I, Michael W. Evans, Chief Executive Officer of the Company, certify pursuant to Rules 13a-14 and
15d-14 of the Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge:

1. I have reviewed the report;

2. Based on my knowledge, the Report does not contain any untrue statement of a material fact or omit to state a
material fact necessary in order to make the statements made, in light of the circumstances under which such
statements were made, not misleading;

3. Based upon my knowledge, the financial statements, and other financial information included in the Report,
fairly present in all material respects the financial condition and results of operations of the Company, as of,
and for, the periods presented in the Report;

4.1 and the other certifying officer of the Company:

a) Are responsible for establishing and maintaining disclosure controls and procedures for the Company;

b) Have designed such disclosure controls and procedures to ensure that material information is made known to us, particularly during the
period in which the Report is being prepared;

c) Have evaluated the effectiveness of the Company's disclosure controls and procedures within 90 days of the date of the Report; and

d) Have presented in the Report our conclusions about the effectiveness of the disclosure controls and procedures based on the required
evaluation.

5. T and the other certifying officer have disclosed to the Company's auditors and to the Audit Committee of the
Board of Directors:

a) All significant deficiencies in the design or operation of internal controls (a pre-existing term relating to internal controls regarding
financial reporting) which could adversely affect the Company's ability to record, process, summarize and report financial data and have
identified for the Company's auditors any material weakness in internal controls; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Company's internal
controls.

6. I and the other certifying officer have indicated in the Report whether or not there were significant changes in
internal controls or in other factors that could significantly affect internal controls subsequent to the date of
their evaluation, including any corrective actions with regard to significant deficiencies and material
weaknesses.

[s/ Michael W. Evans
Michael W. Evans, Chief Executive Officer, October 13, 2005

Exhibit 31.2

BAB, Inc
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CERTIFICATION OF CHIEF FINANCIAL OFFICER

PURSUANT TO THE SECURITIES EXCHANGE ACT OF 1934, RULES 13a-14 AND 15d-14
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of BAB, Inc. (the "Company") on Form 10-QSB for the period ended August 31, 2005, as filed with the Securities and
Exchange Commission on the date hereof (the "Report"), I, Jeffrey M. Gorden, Chief Financial Officer of the Company, certify pursuant to Rules 13a-14 and
15d-14 of the Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge:

1. I have reviewed the report;

2. Based on my knowledge, the Report does not contain any untrue statement of a material fact or omit to state a
material fact necessary in order to make the statements made, in light of the circumstances under which such
statements were made, not misleading;

3. Based upon my knowledge, the financial statements, and other financial information included in the Report,
fairly present in all material respects the financial condition and results of operations of the Company, as of,
and for, the periods presented in the Report;

4.1 and the other certifying officer of the Company:

a) Are responsible for establishing and maintaining disclosure controls and procedures for the Company;

b) Have designed such disclosure controls and procedures to ensure that material information is made known to us, particularly during the
period in which the Report is being prepared;

c) Have evaluated the effectiveness of the Company's disclosure controls and procedures within 90 days of the date of the Report; and

d) Have presented in the Report our conclusions about the effectiveness of the disclosure controls and procedures based on the required
evaluation.

5. I and the other certifying officer have disclosed to the Company's auditors and to the Audit Committee of the
Board of Directors:

a) All significant deficiencies in the design or operation of internal controls (a pre-existing term relating to internal controls regarding
financial reporting) which could adversely affect the Company's ability to record, process, summarize and report financial data and have
identified for the Company's auditors any material weakness in internal controls; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Company's internal
controls.

6. I and the other certifying officer have indicated in the Report whether or not there were significant changes in
internal controls or in other factors that could significantly affect internal controls subsequent to the date of
their evaluation, including any corrective actions with regard to significant deficiencies and material
weaknesses.

[s/ Jeffrey M. Gorden

Jeffrey M. Gorden, Chief Financial Officer, October 13, 2005

Exhibit 32.1

BAB, Inc

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

13



Edgar Filing: BAB INC - Form 10QSB

In connection with the BAB, Inc. (the "Company") Quarterly Report on Form 10-QSB for the period ended August 31,2005, as filed with the Securities and
Exchange Commission on the date hereof (the "Report"), I, Michael W. Evans, Chief Executive Officer of the Company, certify pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to 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 all material respects, the financial condition, results
of operations, and cash flows of the Company.

Date:_October 13. 2005 By: /s/ MICHAEL W. EVANS
Michael W. Evans,
Chief Executive Officer

Exhibit 32.2

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

In connection with the BAB, Inc. (the "Company") Quarterly Report on Form 10-QSB for the period ended August 31, 2005, as filed with the Securities and
Exchange Commission on the date hereof (the "Report"), I, Jeffrey M. Gorden, Chief Financial Officer of the Company, certity pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to 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 all material respects, the financial condition, results
of operations, and cash flows of the Company.

Date:_October 13. 2005 By: /s/ JEFFREY M. GORDEN
Jeffrey M. Gorden,
Chief Financial Officer
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