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	SMS, Inc., Inc.
Dba/ NY Bagel Café & Deli
300 Delaware Ave
Suite 210
Wilmington, Delaware 19801
(888)550-8020
franchiserep@gmail.com
www.nybagelcafe.com 




The Franchisee will operate one or more retail stores which sells a full line of take-out bagels, loaf breads (baked on premises), gourmet coffees, gourmet sandwiches, breakfast sandwiches, super-size hero’s and subs, wraps, salads, soups, panini’s, ice cream and offers meeting and luncheon catering.        
This disclosure document summarizes certain provisions of your franchise agreement and other information in plain English. Read this disclosure document and all accompanying agreements carefully. You must receive this disclosure document at least 14 calendar-days before you sign a binding agreement with, or make any payment to, the franchisor or an affiliate in connection with the proposed franchise sale. Note, however, that no governmental agency has verified the information contained in this document. 

The terms of your contract will govern your franchise relationship. Don’t rely on the disclosure document alone to understand your contract. Read all of your contract carefully. Show your contract and this disclosure document to an advisor, like a lawyer or an accountant. 

Buying a franchise is a complex investment. The information in this disclosure document can help you make up your mind. More information on franchising, such as “A Consumer’s Guide to Buying a Franchise,” which can help you understand how to use this disclosure document, is available from the Federal Trade Commission. You can contact the FTC at 1-877-FTC-HELP or by writing to the FTC at 600 Pennsylvania Avenue, NW, Washington, D.C. 20580. You can also visit the FTC’s home page at www.ftc.gov for additional information. Call your state agency or visit your public library for other sources of information on franchising. 

There may also be laws on franchising in your state. Ask your state agencies about them. 

Issuance Date: 
April 1, 2016




TABLE OF CONTENTS


Page

1.
THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS AND AFFILIATES

1

2.
BUSINESS EXPERIENCE

4
3.
LITIGATION

5
4.
BANKRUPTCY

5
5
INITIAL FEES

5
6.
OTHER FEES

6
7.
ESTIMATED INITIAL INVESTMENT

8
8.
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

10
9.
FRANCHISEE’S OBLIGATIONS

13
10.
FINANCING

14
11.
FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS AND TRAINING

14
12.
TERRITORY

18
13.
TRADEMARKS

20
14. PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

22
15.
OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE FRANCHISE BUSINESS

23
16.
RESTRICTIONS ON WHAT THE FRANCHISE MAY SELL

23
17. RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION

24
18.
PUBLIC FIGURES

28
19.
FINANCIAL PERFORMANCE REPRESENTATIONS

28
20.
OUTLETS AND FRANCHISEE INFORMATION

29
21.
FINANCIAL STATEMENTS

32
22.
CONTRACTS

32
23.
RECEIPT
  LAST PAGE
EXHIBITS TO SMS, INC. FRANCHISE DISCLOSURE DOCUMENT (FDD)

Exhibit 1
List of State Administrators

Exhibit 2
Agents for Service of Process

Exhibit 3
List of Franchisees

Exhibit 4
Financial Statements

Exhibit 5
Table of Contents to Operations Manual

Exhibit 6
Franchise Agreement

Exhibit 7
Confidentiality Agreement

Exhibit 8
Sign Off Sheet
ITEM 1

THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS OR AFFILIATES

To simplify the language in this Disclosure Document, the terms “we” and “us” refer to SMS, Inc., dba/ NY Bagel Café & Deli, the Franchisor.  The term “you” refers to the person buying the franchise, or the Franchisee.  The person buying the franchise may be a natural person, partnership, corporation, or limited liability company.  The term “you” does not include the entity’s partners, officers, directors, shareholders, members or managers unless otherwise stated.

The Franchisor

We are a Delaware corporation with a principal place of business at 300 Delaware Ave., Suite 210, Wilmington, DE 19801.  We have no predecessors and no affiliates which offer franchises in any line of business or which provide products or services to our Franchisees.  We have been offering franchises of the type being offered in this Disclosure Document since 2008, and we have never engaged in any other line of business.

We have never offered franchises in any other line of business and we have never operated a business of the type being franchised in this Disclosure Document. Our President, Joseph Smith, has owned a New York Bagel Café & Deli in Newburgh, New York since April of 1995. 
The Franchised Business

We grant franchises (each of which is an “NY Bagel franchise”) to qualified individuals for the right to operate a retail store which sells gourmet coffees, sit down and take out bagels, sandwiches, super-size hero’s, wraps and salads at an approved location (“Approved Location”) using the trade name and service mark “New York Bagel Café & Deli” and such other trademarks, service marks, logos and other indicia of origin (our “Proprietary Marks”) as we may designate for use in connection with the franchise system.  As a Franchisee, you will offer and sell a variety of food and beverages as we designate for eat in, carry out and also for catering services for meetings and luncheons under our Proprietary marks and System described below (the “Franchised Business”).  You will operate the Franchised Business according to a SMS, Inc. Franchise Agreement (“Franchise Agreement”) and our confidential operations manual (“Operations Manual”).

Market Competition

The Franchised Business is a year round business and we will require you to operate on a year around basis.  The Franchised Business will compete with other local, regional and national coffee based chains and franchises offering similar products.  The market for bagel and coffee retail services is well developed.  
Industry Specific Regulations

The Franchised Business will be subject to various federal, state and local laws and regulations affecting the business, including state and local licensing, zoning, land use, construction and environmental regulations and various health, sanitation, safety and fire standards.  The Franchised Business will also be subject to employment laws such as the Fair Labor Standards Act and various state laws governing such matters as minimum wages, overtime and working conditions.  The Franchise Business will also be subject to other laws or regulations that are not specific to the industry, but which apply to businesses generally.

ITEM 2

BUSINESS EXPERIENCE

Joseph V. Smith, President
Mr. Smith was our founder and has been our President since our creation in November 2007.  In addition, from April 1995 to the present he has been the President and owner of Java Bagel, Inc. doing business as New York Bagel Café & Deli in Newburgh, New York.  
Todd Schebesta, Operations Director
Mr. Schebesta has been our Operations Director since July 2010.  In addition, from April through September 2010 he was employed as a shift manager at Freelance Café in Piermont, New York.  Todd was a Personal Trainer at New York Sports Club in West Nyack, New York from October 2009 until April of 2010, after surviving unemployment from November 2008 until October 2009.  Todd was the head Manager of The River Grill in Newburgh, New York from October 2005 until November 2008.  
ITEM 3

LITIGATION

None

ITEM 4

BANKRUPTCY

No bankruptcy information is required to be disclosed in this Item.

ITEM 5

INITIAL FRANCHISE FEE

The Franchise Agreement.  All franchisees pay a $27,500.00 for an unlimited number of stores, lump sum Initial Franchise Fee when they sign the Franchise Agreement.  

Multi-Unit Franchise Rights.  We offer new franchisees the option to purchase the right to open two additional NY Bagel stores for reduced initial franchise fees.  You may purchase additional franchises. See Option and Area License Agreements.
Grand Opening Advertising.  For each franchise you open, you must spend the amount of $3,500, at the Grand Opening of your store, which amount is used for a local grand opening advertising for that NY Bagel store. Franchisee shall spend this fee on his own. Such fee is not submitted to Franchisor
There are no other initial payments that you must make to us or any of our affiliates before the franchise opens.   

ITEM 6

OTHER FEES

	NAME OF FEE
	AMOUNT
	DUE DATE
	COMMENTS

	Royalty Fee
	$500.00

	Flat Fee Monthly
	See Note 1

	Late Fee
	None
	None
	See Note 2

	Advertising
	$500 per month

	Monthly
	See Note 3

	Audit
	Cost of Audit plus 10%

Interest on underpayment
	30 Days After Billing
	See Note 4

	Transfer Fee
	$15,000, plus inflation
	Upon Transfer
	See Note 5

	Renewal Fee
	None
	N/A
	See Note 6

	Indemnification
	Amount of Liability
	As Incurred
	See Note 7

	Insurance
	Cost of Premium
	As Incurred
	See Note 8

	Supplier Evaluation 
	Cost of inspection or testing
	When billed
	See Note 9

	Remedial Training
	$1,000 per week, plus inflation 
	When billed
	See Note 10


Note 1.  Royalty Fee….. $500.00 a month Flat Fee
Note 2.  A late fee……. None
Note 3.  We currently require our franchisees to spend each month at least $500.00 on advertising (“Minimum Advertising Fee”) (See Chart of Breakdown, Item 6, Page 5).  We may increase this amount annually by the rate of price inflation as measured by the U.S. Department of Labor.  Currently, we require franchisees operating as NY Bagel in certain parts of the U.S. to contribute the Minimum Advertising Fee to a regional advertising cooperative, while franchisees operating as NY Bagel stores in other areas of the country are required to spend the Minimum Advertising Fee on local advertising.  See Item 11 for more information concerning regional advertising cooperatives.  However, in the future we may require all franchisees to contribute the Minimum Advertising Fee to a national advertising fund or to a regional advertising cooperative. We cannot require you to contribute more than the Minimum Advertising Contribution to a National Advertising Fund and/or a Regional Advertising Cooperative.  However, members of a Regional Advertising Cooperative may, upon a majority vote of its members, require each member to make contributions that exceed the Minimum Advertising Contribution.  
Note 4.  We may only require you to pay the cost of the audit if you have failed to submit timely reports and/or remittances to us for any 2 reporting periods within any 12-month period, or if the audit reveals that you have under-reported your Gross Sales by more than 3% or over-reported your local advertising expenditures to us by more than 3%. 
Note 5.  You or your Buyer must pay us a $15,000.00 Transfer Fee if you wish to sell or transfer the Franchised Business to a third party.  We may increase this fee by the amount that the inflation index has increased between January 2011 and January of the year that you transfer the Franchised Business. 
Note 6.  There is no Renewal Fee for a renewal term. See Item 17 of this Disclosure Document for more into about your rights to renew the franchise.

Note 7.  Under the Franchise Agreement, you agree to indemnity and hold us harmless from all fines, suits, proceedings, claims, demands, obligations or actions of any kind (including costs and reasonable attorneys’ fees) that arise in whole or in part from the operation of the Franchised Business, including your advertising and business practices.
Note 8.  If you fail to comply with our minimum insurance requirements, we have the right to obtain and maintain insurance on your behalf.  If we obtain insurance on your behalf, you must pay us the cost of the insurance premium plus an administrative cost for obtaining the insurance equal to 18% of the annual premium.  See Item 8 of this Disclosure Document for more information about our minimum insurance requirements.

Note 9.  If you request that we approve a new supplier of goods or ingredients for your store, we may require you to provide us with a sample of the supplier’s products and to reimburse us for any reasonable costs we incur to test that sample or otherwise evaluate the supplier’s fitness for approval.  

Note 10.  If you default under the franchise agreement by failing to comply with our standards of product or service quality, we may require you (or the approved manager of your store) to complete remedial operations training at a facility in the New York metropolitan area, and if we do so you will have to pay us a training fee of $1,000 per week (as adjusted due to price inflation) plus travel and living expenses.  
All fees and expenses described in this Item 6 are non-refundable.  Each of the fees described above are uniform as to all franchisees currently purchasing franchises. Except as otherwise indicated, we impose all fees and expenses listed and you must pay them to us.  

ITEM 7

ESTIMATED INITIAL INVESTMENT TC "ITEM 7
INITIAL INVESTMENT" \f C \l "1"
YOUR ESTIMATED INITIAL INVESTMENT
	Type of Expenditure
	Amount
	Method of Payment

	When due
	To whom payment is to be made

	Initial Franchise Fee1


	$27,500  (unlimited)
	Lump Sum
	Franchisor
	When signing

Franchise Agreement

	Furniture, Fixtures,
Equipment and Signs2

	$46,000 -$64,000

	As Incurred
	Suppliers
	30 days before

scheduled date of opening

	Inventory3
	$4,000 - $5,000
	Lump Sum
	Suppliers
	10 days before 

scheduled date of 

opening

	Lease Deposit/Rent4
	$5,500 - $8,000
	Lump Sum
	Landlord
	When signing lease

	Leasehold Improvements and Architect/Design Fees5

	$45,000 - $100,000
	As Incurred
	Contractors and Design Professionals
	As necessary during

Construction 

	Professional Fees
	$2,000 - $3,000
	As Incurred
	Attorneys and/or accountants
	As necessary as you determine

	Grand Opening Advertising6
	$3,500 -$3,500
	Lump Sum
	Us, to Disburse to Media
	30 days before 

opening

	Insurance, Licenses and

Utility Deposits7
	$5,500 - $7,500
	As Incurred
	Insurance company or

Broker; utility companies, 

government authorities
	Two weeks before

Opening

	Training Expenses8
	$0 
	As Incurred
	Airlines, restaurants and hotels
	During training

	Additional Funds

Miscellaneous

(3 Months)9
	$3,000 - $5,000
	As Incurred
	Employees, suppliers, utility

Providers
	During first 3

Months of 

Operation

	               TOTAL10
	$115,500 -  $197,500
	Total

	
	


Notes

Note 1.  See Item 5 of this Disclosure Document for more information about the initial franchise fee. The amount listed does not include any fees that you choose to pay to us to secure the right to open multiple stores. 
Note 2.  You must purchase start-up equipment necessary for the Franchised Business.
Note 3.  You are required to purchase a beginning inventory of $4,000 to $5,000. Certain of these items must be purchased from approved and designated suppliers.  See Item 8 of this Disclosure Document for more information about your obligation to purchase from approved and designated suppliers.

Note 4.  We anticipate that you will lease a location from which to operate the NY Bagel store, although you may purchase a location at your option.  NY Bagel stores typically occupy approximately 1000 – 1400 square feet of commercial space and are located in strip center and shopping centers.  Monthly rental costs will vary depending upon the location of the Franchised Business and then-current local real estate rental market conditions.  You can obtain estimates of rental costs by contacting local commercial realtors.  We estimate that rent may range from $5,500 to $8,000 per month.  The figure in the chart reflects a security deposit and the first month’s rent.

Note 5.  The figures in the chart include costs associated with the construction of a build-out of a strip center or shopping center in line location, which is typical for NY Bagel stores.  You will incur higher build-out costs for a freestanding location.

Note 6.  See Item 6 for more information about our minimum grand opening advertising requirements.

Note 7.  Business insurance coverage will vary from state to state and will depend on your prior loss experience, if any, and/or the prior loss experience of your insurance carrier in the state or locale in which you operate the Store, and national or local market conditions.  We estimate that you will be required to pay your insurance carrier or agent a down payment of approximately $750.00 - $1,000.00, which equals approximately 50% of the estimated annual premium.  See Item 8 for insurance requirements.

Note 8.  Our current practice is to hold all training at your store’s location immediately before we authorize you to open for business; however, we may require you to participate in preliminary training at an existing NY Bagel location, in which case this estimate would apply.  
Note 9.  This estimates your initial start-up expenses during the first three months of operation.  These expenses include payroll costs and working capital.  We have relied upon our principals’ experience in operating retail establishments in New York in compiling this estimate.  These figures are estimates and we cannot guarantee that you will not have additional expenses in starting the business.  Your costs will depend on factors such as:  how closely you follow our methods and procedures; your management skill; experience and business acumen; local economic conditions; the local market for our products and services; the prevailing wage rate; competition; and the level of sales reached during the start-up phase of the business.  We also base the estimate on our interactions with franchisees who have opened stores in recent years.
Note 10.  The figures in the chart reflect an estimated low to high initial investment for establishing one NY Bagel franchise. The actual investment could be higher or lower than estimated depending on location, décor and geographic area and varies between $115,500 to $197,500 (2000 Sq. Ft. ++.) 
ITEM 8

RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

You must purchase good and materials which adhere to our minimum standards and requirements.  These items include start-up equipment, fixtures, food items and other inventory, interior and exterior signs, insurance, grand opening advertising and on-going advertising, printing and supplies, including paper goods, modifications of site plans as well as leasehold improvements.  Estimated costs for these items are described in Item 7 of this FDD.
Our standards and specifications are described in the Franchise Agreement, the Operations Manual, and other written documents.  Except as described in this Disclosure Document, we issue our specifications only to our franchisees and to certain approved and designated suppliers.  We may change our standards and specifications which apply to the operation of the Franchised Business, including standards and specifications for signs, furnishings, supplies, fixtures, inventory and equipment, by providing you written notice of the change or by amending the Operations Manual and providing you the amendment.  You will have to comply with these changes within a reasonable period of time after we notify you and at your own expense.  However, we will not require a change will materially alter your fundamental rights under the Franchise Agreement.

We must also approve the lease before you sign it.  The lease must contain a provision which allows us to assume the lease in the event that the Franchise Agreement is terminated.  Our approval of a location or lease does not constitute our representation that the location will be successful or that the lease terms are favorable.
The Store must be designed, constructed, equipped, decorated and supplied in compliance with our specifications which will be made available to you after you purchase the franchise right.  You must purchase contracting services with our assistance for the construction of the Franchised Store to our minimum specifications.  Any contractor which you hire must be approved by us, in advance, and in writing, which approval will not be unreasonably withheld.

You must purchase a point of sale computer system that we approve.  The only currently approved POS System is sold by DBS Systems and the cost ranges from $5,000 to $7,000, depending on the size of your store. We may require you to enter into a maintenance agreement for the POS System, although we do not currently require this.  
You must repair, refinish, repaint, replace, remodel and/or otherwise redo the NY Bagel store, including its equipment, graphics, furnishings, fixtures, decor, and any other tangible part, at your expense and at such times as we may reasonably direct, to bring your NY Bagel store into conformance with other franchises of the type being opened at the time of we direct you to do so.  
We must approve all of your advertising prior to first publication or use.

You will be required to procure and maintain public liability and property damage insurance covering the operation of the business and the location where the business is conducted, with insurance carriers reasonably acceptable to us in a minimum amount of $1,000,000 combined single limit and real and personal property insurance including fire, products liability and extended coverage on an all risk replacement cost basis, plus an additional excess limits (or “umbrella”) liability policy in a minimum amount of $1,000,000.  You will agree to carry such insurance as may be required by the lease of your location or by any lender or equipment lessor you select.  You also must carry and pay for worker’s compensation insurance to the extent that it is required by applicable law where the Store is located.  You must add us as an additional insured under the insurance policies, the cost of which to be paid by you.

Certain inventory and supplies necessary for the start-up and on-going operations of your Franchised Business must be purchased from designated and approved suppliers.  Approved and designated suppliers will be identified in the Operations Manual or in a separate supplier list.  They may include us, our affiliates or unaffiliated third party suppliers.  Presently, neither we, our affiliate, nor any company in which one of our officers owns an interest are an approved supplier or the only supplier for any items purchased by franchisee.  
We will approve, in our sole discretion, a previously unapproved supplier if we are satisfied that the proposed supplier meets our then-current standards and specifications.  Our criteria for supplier approval are not available to franchisees.  
If you wish to purchase any item (for which we have identified approved supplier(s)), from a supplier whom we have not yet approved, you must provide us the name, address and telephone number of the proposed supplier, a description of the item you wish to purchase, and purchase price of the item, if known.  At our request, you must provide us, for testing purposes, a sample of the item you wish to purchase.  If we incur any costs in connection with testing a particular product or evaluating a supplier at your request, you must reimburse us our reasonable testing costs, regardless of whether the supplier or item is subsequently approved.  Although not obligated under the Franchise Agreement, we will make a good faith effort to notify you of supplier approval or disapproval within 30 days following receipt of your request for approval or receipt of a sample product for testing if testing is required.  We have the right to revoke our approval of particular suppliers when we determine, in our sole discretion, that such suppliers no longer meet our System standards.  Upon receipt of written notice of such revocation, you may no longer purchase from such supplier.  In such case we will give you reasonable notice in which to secure other suppliers.

We will derive revenue from your purchases to the extent that you purchase any item from us.  While we currently do not derive revenue or other material consideration as a result of required purchases, in the future we may realize income from your required purchases.  
We estimate that your required purchases will account for approximately 25% of all purchases and leases necessary to establish the Franchised Business and approximately 10% all purchases and leases necessary to operate the Franchised Business after opening.  There are currently no purchasing or distribution cooperatives in existence for the System.  We do not currently negotiate purchase agreements with suppliers for the benefit of NY Bagel stores, although as the NY Bagel store system increases in size we certainly intend to do so for your and our benefit.   
In deciding whether to grant you additional franchise rights we may consider the volume of your purchases from approved suppliers.  Your volume of purchases will not affect your right to renew, we may refuse to renew or terminate the franchise agreement if you do not purchase required products from approved supplier.  We do not otherwise grant or withhold any material benefit from franchisees based on their purchasing from approved or designated suppliers. 
ITEM 9

FRANCHISEE’S OBLIGATIONS

This table lists your principal obligations under the franchise and other agreements.  It will help you find more detailed information about your obligations in these agreements and in other items of this disclosure document.

	OBLIGATION
	SECTION IN

FRANCHISE AGREEMENT
	ITEM IN

FDD

	a.  Site selection and acquisition/lease
	1.2 and Site

Selection Addendum
	Items 6 and 11

	b.  Pre-opening purchases/leases
	7.5 and 7.9
	Items 6 and 8

	c.  Site development and other

     pre-opening requirements
	7.1 and 7.2
	Items 6, 7 and 11

	d.  Initial and ongoing training
	7.3 and 8
	Item 11

	e.  Opening
	7.4
	Items 11 and 12

	f.  Fees
	3
	Items 5 and 6

	g.  Compliance with standards and

      policies/operations manual
	6.1, 7.5.1 and 7.7.4
	Item 11

	h.  Trademarks and proprietary

      information
	4, 5 and 15.2.1.8
	Items 13 and 14

	i.  Restrictions on products/services

   offered
	7.5 and 7.6
	Item 16

	j.  Warranty and customer service

requirements
	7.7.3
	Item 11

	k.  Territorial development and

sales quotas


	7.11
	Items 12 and 17

	l.  Ongoing product/service purchases
	7.5
	Item 8

	m.  Maintenance, appearance and

remodeling requirements
	2.2.3
	Item 11

	n.  Insurance
	9
	Items 6 and 8

	o.  Advertising
	12
	Items 6 and 11

	p.  Indemnification
	13.2
	Item 6

	q.  Owners’ participation/management/

staffing
	7.7.5
	Items 11 and 15

	r.  Records and reports
	11
	Item 6

	s.  Inspections and audits
	11
	Items 6 and 11

	t.  Transfer
	14
	Item 17

	u.  Renewal
	2.2
	Item 17

	v.  Post term obligations
	17.2
	Item 17

	w.  Noncompetition covenants
	17
	Item 17

	x.  Dispute resolution
	19
	Item 17

	y.  Personal guaranty
	23
	Item 15


ITEM 10

FINANCING ARRANGEMENTS

We do not offer direct or indirect financing.  We will not guarantee your note, lease or other obligation.  We do not receive payment from any person or person for placing your financing with a lender.

ITEM 11

FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS AND TRAINING

Except as listed below, we are not required to provide you with any assistance.

                                                   Pre-Opening Obligations

1. We will provide you with reasonable assistance in locating a site that mutually acceptable to you and us.  We do not generally own the premises in which you will operate the store.  You must obtain our approval of the proposed location before you sign a lease.  We may require you to provide us with a “site selection package” addressing each of the factors we typically consider in deciding whether to approve the site, which are: an evaluation of the demographics of the market area for the location (including the population and income level of residents in the market area), aerial photography, size and other physical attributes of the location, tenant mix, proximity to residential neighborhoods and proximity to schools, shopping centers, entertainment facilities and other businesses that attract consumers and generate traffic.  We will have fifteen (15) days after we receive the complete “site selection package” to issue our approval or disapproval of the proposed site. If you are unable to secure a site that is acceptable to us within 360 days of when we sign the Franchise Agreement, we may terminate the Franchise Agreement and keep the Initial Franchise Fee.  (Paragraph 7.1 and Exhibit A of the Franchise Agreement
)
2. We will provide a copy of Operations Manual which we may amend from time to time. (Paragraph 6.1.).  The Operations Manual is 70 pages long.  A copy of the Table of Contents of the Operations Manual is attached as Exhibit 5 to this Disclosure Document. 

3. We will provide you with specifications and requirements for the fixtures, decor, electronic cash register, equipment, and signs, required for the opening of your NY Bagel store, as well as   specifications for its layout and design.  (Paragraph 6.2.)                                
4. We will provide specifications for, and designate, sources of supply from which you agree to purchase inventory, goods and supplies necessary for the startup and ongoing operations of the Franchised Business. (Paragraph 6.3)

5. We will assist you in the preparation and placement of media advertising for your grand opening advertising campaign. (Paragraph 6.4)

6. We will provide you and one other person with our initial 10 day on-site training program at the Store location, as described later in this Item of the Disclosure Document.  (Paragraph 8.1)  

7. One of our representatives will be present prior to and/or following the opening of the Franchised Business to assist you in opening and post-opening matters.  This representative will stay at the Store for a period of time determined in our sole and absolute discretion to assist you with the hiring and training of your employees, inspect the placement and testing of your equipment and decor items, assist with inventory ordering and preparation, and assist you with the initial operation of the Franchised Business.  (Paragraph 6.5).

Time to Opening

We estimate that your time to open your first NY Bagel store will be 3 – 8 months from signing the Franchise Agreement.  The actual length of this period will depend on factors such as your ability to identify a site mutually satisfactory to you and us, negotiate a lease for that site that includes the provisions required by our Site Selection Addendum that is Exhibit A to the Franchise Agreement, arrange acceptable financing, complete necessary construction or “build-out” of the site, the availability of our trainers, delivery schedules for inventory and equipment, and the time necessary to obtain zoning permits, licenses, and variances.  You are required to open your Franchised Business no later than 12 months after we sign the Franchise Agreement.  If the Franchised Business has not been opened within 12 months, we may, at our sole discretion, elect to terminate your Franchise Agreement, unless such delays of opening are due to Acts of God or circumstances beyond the reasonable control of the Franchisee.  If such circumstances occur, we will extend your time to open for a reasonable period not to exceed 12 additional months. (Paragraph 7.4)  
Post-Opening Assistance

Following the opening of the Franchised Business, we will provide you with ongoing consultation and advice as we deem necessary and appropriate regarding the management and operation of the Franchised Business.  (Paragraph 6.6).

Advertising

We have developed an advertising program for use by our Franchisees and we will provide you with templates or scripts of advertising that we create in the future, for your use to promote your NY Bagel store.  (Paragraph 12.1) You must complete a local grand opening advertising campaign for your NY Bagel store in the form and manner we prescribe, which you will fund by submitting to us the amount of $3,500 by no later than the signing of a lease. (Paragraph 12.4)  
Local Advertising.  You are permitted to use your own advertising provided that we have approved it prior to first publication or use. You must submit to us, prior to publication or use, samples of all sales promotional and advertising materials you desire to use, including, but not limited to, print, radio and television advertising, signage, supplies and packaging which we have not previously approved.  We intend to notify you in writing of our approval or disapproval of the materials; provided within 10 business days of our receipt of any sample sales promotional material or advertising materials from you, however, you may not use any new advertising material unless and until we have expressly approved it.  (Paragraph 12.1)  
Minimum Advertising Contribution.  You must spend a minimum of $500 per month on advertising or promotion of the NY Bagel brand.  We may increase this amount by the increase in the Consumer Price Index as measured by the U.S. government.  We may require you to pay all or a portion of this amount to us for use in a National Advertising Fund and/or Regional Advertising Cooperative. (Paragraph 12.5) Currently we have not established a Regional or National Advertising Fund.
Electronic Cash Registers & POS System
To operate the Franchised Business, we require you to purchase point of sale computer system that we approve.  (Section 7.9) The only currently approved POS System is sold by DBS Systems and the cost ranges from $5,000 to $7,000, depending on the size of your store. The POS System is designed to assist you in recording and tracking product sales and customer transactions, and to account for coupons and calculate appropriate sales taxes.  We do not currently have independent access to our franchisees’ information and data, although we have the right to independently access this information in the future.  
We have the right to require you to update or upgrade computer hardware components and/or Software as we deem necessary from time to time, but not more than 3 times per calendar year.  In addition, neither we, our affiliate nor any third party is obligated to provide you with ongoing maintenance, upgrades or updates to the POS System. Your rights to have the POS System repaired are limited to those provided by DBS’s product warranty.  DBS’s current optional maintenance and software updates program costs $995 per year. While we do not currently do so, we may require you to enter into a separate maintenance agreement for the POS System. 
                                                                  Training Program 
	SUBJECT
	CLASSROOM

TRAINING (HOURS)
	HOURS ON THE

JOB TRAINING
	LOCATION

	Operations
	0
	

10
	Your Store

	Product assembly
	0
	8
	Your Store

	Recipes
	0
	10
	Your Store

	Preparation of Goods
	0
	8
	Your Store

	Merchandising
	0
	6
	Your Store

	Inventory Control
	0
	8
	Your Store

	Advertising
	0
	3
	Your Store

	Management Skills
	0
	8
	Your Store

	Machine Maintenance
	0
	3
	Your Store

	Store set-up
	0
	6
	Your Store

	Opening Day Assistance
	0
	10
	Your Store


Either you or your designed store manager must complete the training program to our satisfaction before opening the Franchised Business.  Most of the training will take place in the two weeks prior to opening of your Store location, and   our trainer will provide on-site assistance at the Store location on the day before the Store opens and on its opening day.  However, we reserve the right to require you to participate in up to 2 days of introductory training at our headquarters or at an NY Bagel location. You will be responsible for travel and living expenses to participate in headquarters training.  
The training at your store will be conducted by our Operations Director, who has over 20 years in the food industry.   Representatives of DBS Systems will train you on how to use the Point of Sales computer system. 
We may offer additional training and refresher courses at or near our headquarters, for which we may charge a fee of up to $1,000 per week, subject to inflation increases.  We may not require you to attend any additional training courses unless you fail to comply with our quality standards for products or service, in which case we may require you to complete remedial training as a condition of curing your default under the franchise agreement.
ITEM 12

TERRITORY

The Franchised Business

You will operate the Franchised Business from a location which we approve (“Approved Location”) which will be identified on the Data Sheet of the Franchise Agreement.  If you have secured a site for the Franchised Business at the time you sign the Franchise Agreement, you will establish the Franchised Business at the approved site.  If you have not yet secured a site for the Franchised Business at the time you sign the Franchise Agreement, you will enter into our Site Selection Addendum, attached as Exhibit A to the Franchise Agreement, which will govern the site selection process.  You may relocate the Franchised Business only with our prior written approval.  This approval shall not be unreasonably withheld.
During the term of the Franchise Agreement, provided that you are in compliance with the Franchise Agreement, we will neither establish or operate nor license another to establish or operate a retail store using the Proprietary marks and System within a designated, exclusive territory (“Territory”) identified on the Data Sheet of the Franchise Agreement, except within nontraditional venues (such as airports, stadiums, university buildings and convention centers) in which We have the right to own and operate Restaurants or license third parties to do so.

The size of the Territory will be determined by various factors including demographics, population density, traffic patterns, area marketing statistics, competition, and similar factors.  The Territory will encompass an area within a specific radius from the Approved Location, which radius will be determined prior to the signing of the Franchise Agreement.  The territory radius granted to System franchisees ranges from one to two and a half miles, depending on whether the Store is located in urban, suburban, or rural area.  Except as provided in the Option Agreement and/or Area Lease Agreement, you will not receive any options, rights of first refusal or similar rights to acquire additional franchises within the Territory or contiguous territories.  Continuation of your territorial protection does not depend on your achievement of a certain sales volume, market penetration or any other contingency.  
We do not restrict your right to accept orders from outside of the Territory, however, we do not permit you to advertise or solicit sales outside of the Territory without our prior written consent, which we will not unreasonably withhold.  In order to preserve the territorial protection afforded to all System franchisees, we may condition our consent upon your agreement to offer System franchises operating NY Bagel stores in areas covered by the proposed advertising the opportunity to participate in, and share the expense of, such solicitation or advertising.

We reserve the right to establish other franchises or company owned outlets within the territory that sell similar products under different trademarks, although we do not intend to do so unless we merge with, are acquired by, or purchase a competing brand.  We may utilize channels of distribution other than retail stores to sell similar products under the same or different trademarks with the Territory, such as the delivery of branded coffee beans and other branded items after receiving orders through the Internet.

                                                               ITEM 13

                                                         TRADEMARKS

We will grant our franchisees a license to operate a New York Bagel Café and Deli business using our methods and systems.  You may also use any other current or future Mark to operate your Centers that we designate in writing, including the logo on the front of this Disclosure Document.  By Mark, we mean trade names, trademarks, service marks and logos used to identify New York Bagel Café and Deli businesses.  

We have obtained registration of the following principal trademark on the Principal Register of the U.S. Patent and Trademark Office (“USPTO”):
	MARK
	REGISTRATION

NUMBER
	REGISTRAION

DATE

	
[image: image2]
	3891801
	December 21, 2010


We have filed all affidavits required to maintain this registration. 

The registration is for use of the above logo, design plus words.  In the registration process, the USPTO expressly required us to disclaim exclusive rights to the name "NEW YORK BAGEL CAFÉ & DELI" apart from the Mark as shown above, because in the opinion of the USPTO the words “New York Bagel” were too descriptive in nature to be claimed as a trademark by anyone.  This means that other businesses in your area may be using the business name “New York Bagel” with or without the words “café” or “deli”, and neither you nor we are likely to be able to stop their use of that business name.  
You must promptly notify us of any challenge to the validity of the Proprietary Marks, or any challenge to our ownership of, our right to use and to license others to use, or your right to use, the Proprietary Marks.  We have the sole right to direct and control any administrative proceeding or litigation involving the Proprietary Marks, including the right to settle the proceedings or litigation.  We have the exclusive right, but not the obligation, to affirmatively prosecute actions against third parties for infringement or threatened infringement of the Proprietary Marks.

We will defend you against any third-party claim, suit, or demand arising out of your use of the Proprietary Marks.  If we, in our sole discretion, determine that you have used the Proprietary Marks in accordance with the Franchise Agreement, we will pay the cost of defending the action, including the cost of any judgment or settlement.  If we, in our sole discretion, determine that you have not used the Proprietary Marks in accordance with the Franchise Agreement, you will be required to pay for the defense or to reimburse us for costs we incurred in providing the defense, including the cost of any judgment or settlement.  In the event of any litigation relating to your use of the Proprietary Marks, you are required to sign all documents and assist us, as we deem necessary, to carry out the defense or prosecution including, without limitation, becoming a nominal party to any legal action.  Except to the extent that such litigation is the result of your use of the Proprietary Marks in a manner inconsistent with the terms of this Agreement, we will reimburse you for your out-of-pocket costs in performing such acts.  We have the right, in our sole discretion, to require you to discontinue, modify, or substitute any of the Proprietary Marks as result of pending or threatened litigation involving your use of the Proprietary Marks; provided that we will indemnify you for your actual out-of-pocket costs incurred to effectuate such change.

We reserve the right to substitute different proprietary marks for use in identifying the System and the businesses operating thereunder.  You must discontinue using all Proprietary Marks which we have notified you, in writing, have been modified or discontinued within 10 days of receiving written notice and must promptly begin using such additional, modified or substituted Proprietary Marks at your expense.
Other than franchise agreements for defined geographic areas as described elsewhere in this Disclosure Document, we have not entered into any currently effective agreements that significant limit our rights to use or license our principal trademarks. 

We are not aware of any infringing use of our Principal Mark, which is our logo. We do not know of any superior prior rights to use the name “New York Bagel Café & Deli” that could materially affect your use of that name in a state where we will authorize you to operate a Franchised Business.  
ITEM 14

PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

No patents are material to the franchised business.

There are no current determinations, proceedings or litigation involving any of our copyrighted materials.  Should you become aware that any unauthorized third party is using any of our copyrighted materials, we request that you notify us of such unauthorized use.  We may revise any of our copyrighted materials in our discretion, and may require that you cease using any outdated copyrighted material.  You will be responsible for printing any revised or new advertising, marketing or other business materials.

During the term of the Franchise Agreement, you will receive information which we consider trade secret and confidential information.  You may not, during the term of this Agreement or thereafter, communicate, divulge, or use for the benefit of any other person, partnership, association, corporation, or limited liability company any trade secrets, copyrighted materials, methods and other techniques and know-how concerning the operation of the Franchised Business (“Confidential Information”). You may divulge such confidential information only to your employees who must have access to it in order to perform their employment obligations.  At our request, you must require your manager and any personnel having access to any of our Confidential Information to sign an agreement stating that they will maintain the confidentiality of information they receive in connection with their employment and restricting their right to work for a competitor while they are employed by you.  This agreement, which will be in a form that we prescribe, will identify us as a third party beneficiary to the agreement and will give us independent enforcement rights.

ITEM 15

OBLIGATION TO PARTICIPATE IN THE ACTUAL

OPERATION OF THE FRANCHISE BUSINESS

We recommend, but do not require, that you participate personally in the day-to-day operation of the Franchised Business.  If you elect not to personally provide on-premises supervision, you must designate a manager (“Designated Manager”) who must personally provide on-premises supervision on a day-to-day basis.  Your Designated Manager must successfully complete our initial training program before assuming managerial responsibility, must sign a confidentiality and non-compete agreement as described in Item 14 of this Disclosure Document, and may not be involved in any similar business which offers and sells coffee and baked goods while serving as the Designated Manager.  Your Designated Manager need not have an equity interest in the Franchised Business or in any partnership, corporation, or limited liability company franchise.  
  If you are a business entity, anyone who owns a 20% or greater interest in the entity must personally guarantee the performance of all of your obligations under each Franchise Agreement and agree to be personally liable for your breach of these agreements by signing the form of Personal Guaranty that is Exhibit B to the Franchise Agreement. The spouse of each person who owns 20% or greater interest in the franchisee entity (and your spouse if you are an individual) must also personally guarantee your obligations under the Development Agreement and each Franchise Agreement.
ITEM 16

RESTRICTIONS ON WHAT THE FRANCHISE MAY SELL

You must offer for sale all products which we specify and only those products which we specify. You may not offer any other products for sale, rent or lease without having received our prior written authorization.  You must offer and sell all private label products which we designate for sale by System franchisees.  Such items may include, without limitation, proprietary desserts, combinations of products and flavors.  We place no restrictions upon the customers to whom you may sell product, however, you may not advertise outside the Territory without our prior written consent, which will not unreasonably be withheld.  We may condition our authorization upon your agreement to offer System franchisees who are operating System stores in territories encompassed by the circulation base of the proposed advertising the opportunity to participate in, and share the expense of, the solicitation and/or advertising.

We may periodically change required or authorized products or menu items.  There are no limits on our right to do so.  If we modify the System, you may be required to add or replace equipment, signs and fixtures, and you may have to make improvements or modifications as necessary to maintain uniformity with our current standards and specifications.  

We may occasionally allow certain services or products that are not otherwise authorized for general use as a part of the System to be offered locally or regionally based upon factors as we determine, including test marketing, your qualifications, and regional or local differences.
ITEM 17

RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION

This table lists important provisions of the franchise and related agreements.  You should read these provisions in the agreements attached to this disclosure document.
Franchise Agreement

	
	PROVISION
	SECTION IN

FRANCHISE AGREEMENT
	SUMMARY

	a.
	Term of franchise
	2.1
	10 years renewable, No Renewal Fee

	b.
	Renewal or extension of the term
	2.2
	You have the right to renew the franchise for 2 additional 5 year terms, provided certain conditions are met.  One of those conditions is that we may require you to sign a contract with materially different terms and conditions than your original contract.

	c.
	Requirements for you to renew or extend
	2.2
	You have the right to renew the franchise if you are not in default of your current Franchise Agreement; you give written notice of your intent to renew; you sign a general release in favor of us and our affiliates (see Exhibit 11); and you sign our then-current form of franchise agreement.  

	d.
	Termination by you
	15.1
	You have the right to terminate the Franchise Agreement with cause upon 90 days’ written notice to us giving us the opportunity to cure.

	e.
	Termination by us without cause
	No provision
	Not applicable.

	g.
	Cause defined – default which can be cured


	15.2.2

15.2.3
	We have the right to terminate the Franchise Agreement after providing you a 15-day cure period if:  (i) you fail to pay any monies you owe us or our affiliates; (ii) you fail to maintain a sufficient inventory level; (iii) you fail to open the franchise for business within 12 months from the date your sign the Franchise Agreement; (iv) you fail to operate the Store during the days and hours that we prescribe; (v) you fail to personally supervise store operations or employ adequate personnel; (vi) you order or purchase supplies from unapproved suppliers; (vii) you fail to maintain our quality controls and standards; or (viii) you conduct yourself in a manner which reflects adversely on the System, the Proprietary Marks, or our products.

We have the right to terminate the Franchise Agreement after providing you a 30-day cure period if you fail to perform or comply with any one or more of the terms or conditions of the Franchise Agreement.

	h.
	Cause defined – default which cannot be cured
	15.2.1
	We have the right to terminate the Franchise Agreement without providing you advance notice or an opportunity to cure if (i) you take part in criminal acts or misconduct; (ii) you commit fraud in the operation of the Store; (iii) you make any misrepresentations in connection with the franchise application; (iv) you fail to complete our initial training program; (v) you attempt to transfer the franchise in violation of the Franchise Agreement; (vi) you receive 2 or more written notices of default within any 12-month period; (vii) you materially breach any other agreement with us or our affiliates; (viii) you misuse the Proprietary Marks or Confidential Information; (ix) you violate any health, safety or sanitation law and fail to timely cure such violation; (x) you or your employees violate the in-term restrict covenants of the Franchise Agreement; (xi) you file a petition in bankruptcy; (xii) you are placed into involuntary bankruptcy; (xiii) a lien or writ of attachment or execution is placed against you and is not released or bonded against within 30 days; (xiv) you are insolvent; or (xv) you abandon the Franchised Business.

	j.
	Assignment of contact by us
	14.5
	We have the right to assign our rights under the Franchise Agreement.

	k.
	“Transfer” by you – definition


	14.3


	A sale, transfer or assignment requiring our prior written consent occurs; (i) if you are a corporation, upon any assignment, sale, pledge or transfer of any fractional portion of your voting stock, or any increase in the number of outstanding shares of your voting stock which results in a change in ownership; (ii) if you are a partnership, upon the assignment, sale, pledge or transfer of any fractional partnership ownership interest; or (iii) if you are a limited liability company, upon any assignment, sale, pledge or transfer of any fractional portion of any interest in the limited liability company.

	l.
	Our approval of transfer by 

Franchisee
	14.1
	You may not transfer any rights in the franchise without our prior written consent.  We have the right to condition our approval of any sale, transfer, assignment or encumbrance as described below.

	m.
	Conditions for our approval of

Transfer
	14.3.2
	We will approve a proposed transfer if: (i) all of your accrued monetary obligations to us have been paid; (ii) all existing defaults under the Franchise Agreement have been cured; (iii) you sign a general release in favor of us and our affiliates (see Exhibit 11); (iv) you provide us a copy of the signed purchase agreement; (v) the transferee meets our qualifications; (vi) the transferee executes our then-current license agreement; (vii)  we are paid a $15,000 transfer fee; (viii) the transferee satisfactorily completes our training program; (ix) you comply with the post term provisions of the Franchise Agreement.

	n.
	Our right of first refusal to acquire

your business
	14.3.1
	Before you may transfer the franchise, you must first offer us the right to purchase the Franchised Business upon the same terms as a bona fide purchaser has offered in writing and on the sale terms and conditions as offered to you.  We will notify 

you, within 30 days after receiving the bona fide offer, whether we wish to exercise our right to purchase your business.

	o.
	Our option to purchase your

business
	No provision
	Not applicable.

	p.
	Your death or disability
	14.2
	Upon your death, your rights under the Franchise Agreement may pass to your heirs or legatees, provided that they agree to assume your obligations under the Franchise Agreement, successfully complete our initial training program, and otherwise meet our satisfaction.

	q.
	Non-competition covenants during

the term of the franchise
	17.1
	During the term of the Franchise Agreement, you and certain other persons are restricted from engaging in any other business which features the sale of gourmet coffee & bagels.

	s.
	Modification of this agreement
	24.1
	The Franchise Agreement may only be modified or amended in writing signed by all parties.

	t.
	Integration/merger clauses
	24.1
	The Franchise Agreement constitutes the entire agreement by the parties.

	u.
	Dispute resolution by arbitration or

mediation.
	19
	At either parties option, all claims or disputes between you and us must be submitted first to a panel of 3 arbitrators in accordance with the American Arbitration Association’s Commercial Arbitration Rules then in effect.

	v.
	Choice of forum
	22
	You consent to the personal jurisdiction of the State of Delaware and the United States District Court in Wilmington, Delaware

	w.
	Choice of law
	22
	The Franchise Agreement is governed by the laws of the State of Delaware


ITEM 18

PUBLIC FIGURES

We do not currently use any public figure to promote our franchise.

ITEM 19

FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC’s Franchise Rule permits a franchisor to provide information about the actual or potential financial performance of its franchised and/or franchisor-owned outlets, if there is a reasonable basis for the information, and if the information is included in the disclosure document. Financial performance information that differs from that included in Item 19 may be given only if: (1) a franchisor provides the actual records of an existing outlet you are considering buying; or (2) a franchisor supplements the information provided in this Item 19, for example, by providing information about possible performance at a particular location or under particular circumstances.

We do not make any representations about a franchisee’s future financial performance or the past financial performance of company-owned or franchised outlets. We also do not authorize our employees or representatives to make this representation either orally or in writing. If you are purchasing an existing outlet, however, we may provide you with actual records of that outlet. If you receive any other financial performance information or projections of your future income, you should report it to the franchisor’s management by contacting Joe Smith, 300 Delaware Ave., Suite 210, Wilmington, Delaware 19801, telephone (888)550-8020, the Federal Trade Commission, and the appropriate state regulatory agencies. 
ITEM 20

OUTLETS AND FRANCHISEE INFORMATION

Table No. 1

System-wide Outlet Summary For Years 2013 to 2016
	Outlet Type
	Year
	Outlets at the Start of the Year


	Outlets at the End of the Year
	Net Change

	Franchised
	2013
	0
	0
	0

	
	2014
	0
	1
	+1

	
	2015
	1
	9
	+8

	
	2016
	9
	13
	+4

	Company-Owned
	2013
	1
	1
	0

	
	2014
	1
	1
	0

	
	2015
	1
	1
	0

	
	2016
	1
	1
	0

	Total Outlets
	2013
	1
	0
	0

	
	2014
	1
	2
	+1

	
	2015
	2
	10
	+8

	
	2016
	10
	14
	+4


Table No. 2

Transfers of Outlets From Franchisees to New Owners

(other than the Franchisor)

For years 2013 to 2016
NONE
             Table No. 3

Status of Franchised Outlets

For years 2013 to 2016
	State
	Year
	Outlets at Start of Year
	Outlets Opened
	Termin-ations
	Non-Renewals
	Reacquired by Franchisor
	Ceased Operations – Other Reasons
	Outlets at End of the Year

	DE
	2013
	0
	0
	0
	0
	0
	0
	0

	
	2014
	0
	0
	0
	0
	0
	0
	0

	
	2015
	0
	2
	0
	0
	0
	0
	2

	
	2016
	2
	0
	0
	0
	0
	0
	2

	FL
	2013
	0
	0
	0
	0
	0
	0
	0

	
	2014
	0
	0
	0
	0
	0
	0
	0

	
	2015
	0
	0
	0
	0
	0
	0
	0

	
	2016
	0
	1
	0
	0
	0
	0
	1

	NJ
	2013
	0
	0
	0
	0
	0
	0
	0

	
	2014
	0
	1
	0
	0
	0
	0
	1

	
	2015
	1
	3
	0
	0
	0
	0
	4

	
	2016
	4
	2
	0
	0
	0
	0
	6

	NC
	2013
	0
	0
	0
	0
	0
	0
	0

	
	2014
	0
	0
	0
	0
	0
	0
	0

	
	2015
	0
	2
	0
	0
	0
	0
	2

	
	2016
	2
	0
	0
	0
	0
	0
	2

	PA
	2013
	0
	0
	0
	0
	0
	0
	0

	
	2014
	0
	0
	0
	0
	0
	0
	0

	
	2015
	0
	2
	0
	0
	0
	0
	2

	
	2016
	2
	1
	0
	0
	0
	0
	3

	WV
	2013
	0
	0
	0
	0
	0
	0
	0

	
	2014
	0
	0
	0
	0
	0
	0
	0

	
	2015
	0
	0
	0
	0
	0
	0
	0

	
	2016
	0
	1
	0
	0
	0
	0
	1

	Totals 
	2013
	0
	0
	0
	0
	0
	0
	0

	
	2014
	0
	1
	0
	0
	0
	0
	1

	
	2015
	1
	8
	0
	0
	0
	0
	9

	
	2016
	9
	5
	0
	0
	0
	0
	14


Table No. 4

Status of Company-Owned Outlets

For years 2013 to 2016
	State
	Year
	Outlets at the Start of the Year
	Outlets Opened
	Outlets Reacquired from Franchisees
	Outlets Closed
	Outlets Sold to Franchisees
	Outlets at the End of the Year

	NY
	2013
	1
	0
	0
	0
	0
	1

	
	2014
	1
	0
	0
	0
	0
	1

	
	2015
	1
	0
	0
	0
	0
	1

	
	2016
	1
	0
	0
	0
	0
	1

	Totals
	2013
	1
	0
	0
	0
	0
	1

	
	2014
	1
	0
	0
	0
	0
	1

	
	2015
	1
	0
	0
	0
	0
	1

	
	2016
	1
	0
	0
	0
	0
	1


Table No. 5

Projected Openings as of December 31, 2016
	State
	Franchise Agreements* Signed But Outlet Not Opened
	Projected New Franchised Outlet In The Next Fiscal Year
	Projected New Company-Owned Outlet In the Next Fiscal Year

	Colorado
	1
	0
	0

	Florida
	1
	0
	0

	Maryland
	0
	1
	0

	New Jersey
	10
	1
	0

	North Carolina
	1
	1
	0

	Pennsylvania
	5
	1
	0

	South Carolina
	1
	0
	0

	Tennessee
	1
	0
	0

	Texas
	1
	0
	0

	Virginia
	0
	1
	0

	Total
	21
	5
	0


Exhibit 3 to this Disclosure Document contains the following items:

a) A list of all active New York Bagel Café & Deli franchisees as of 2016, and 

b) A list of all people who have signed New York Bagel Café & Deli franchise agreements as of, 2016, but have not yet opened a store. 

There are no franchisees that have left the system between January 1, 2013 and December1, 2016, and there are no franchisees who have not communicated with us within ten (10) weeks of the disclosure document issuance date.

If you buy this franchise, your contact information may be disclosed to other buyers when you leave the franchise system.

During the last three fiscal years, none of our current or former franchisees signed provisions restricting their ability to speak openly about their experience with us.  

As of the issuance date of this Disclosure Document, we do not sponsor any trademark-specific franchisee associations, and there are no trademark-specific franchisee associations that have requested to be included in this Disclosure Document.
ITEM 21


FINANCIAL STATEMENTS
Our Balance Sheet dated April 1st, 2016 is attached to this Disclosure Document as Exhibit 4.
ITEM 22

CONTRACTS

The following agreements and other required documents are attached to this Disclosure Document:
Exhibit 6
Franchise Agreement

Exhibit 7
Confidentiality Agreement
Exhibit 8
Sign Off Sheet

ITEM 23

RECEIPT

The last two pages of the Disclosure Document are detachable documents acknowledging receipt of the Disclosure Document, one of which is for you to sign and provide to us and the other of which is for you to keep.
� In this part of the Disclosure Document, references to “Paragraphs” are to paragraphs in the Franchise Agreement. 





SMS, Inc. 
26
April 2016, FDD
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