ADMINISTRATIVE PROCEEDING
BEFORE THE
SECURITIES COMMISSIONER OF MARYLAND

*

IN THE MATTER OF:

BK Lobster, Inc., * Case No. 2022-0088
Respondent. *
* * * * * * * * * * * * *

ORDER TO SHOW CAUSE

WHEREAS, the Securities Division of the Office of the Attorney General of Maryland
(the “Securities Division”) initiated an investigation into the franchise-related activities of BK
Lobster, Inc. (“BK Lobster”) under the authority granted under the Maryland Franchise
Registration and Disclosure Law, MD. CODE ANN. Bus. REG. 8§14-201 et seq. (2015 Repl. Vol.)
(the “Maryland Franchise Law”); and

WHEREAS, on January 5, 2023, based on information presented by the Securities
Division, the Maryland Securities Commissioner (the “Securities Commissioner”) entered into a
Consent Order (“Original Consent Order”) with BK Lobster to resolve alleged violations of the
registration and disclosure provisions of the Maryland Franchise Law in relation to the offer and
sale of franchises under the Maryland Franchise Law; and

WHEREAS, under the Original Consent Order, the Securities Commissioner concluded
that BK Lobster violated sections 14-214, 14-216, 14-231 of the Maryland Franchise Law; and

WHEREAS, under the BK Consent Order, the Securities Commissioner ordered, and BK
Lobster consented and agreed, among other things, to send a notice of rescission rights to a

Maryland Franchisee and, if that Maryland Franchisee did not rescind its BK Lobster franchise



agreement in response to that notice of rescission rights, to promptly file and diligently pursue an
application to register the BK Lobster franchise offering under the Maryland Franchise Law; and

WHEREAS, the Maryland Franchisee did not rescind its BK Lobster franchise agreement
in response to the notice of rescission rights, and, as a result, BK Lobster was obligated under the
Original Consent Order to promptly file and diligently pursue an application to register the BK
Lobster franchise offering under the Maryland Franchise Law; and

WHEREAS, as of the date of this Order to Show Cause, despite multiple requests from the
Securities Division over a period of five months, BK Lobster has failed to file an application to
register the BK Lobster franchise offering under the Maryland Franchise Law; and

WHEREAS, the Securities Commissioner finds that BK Lobster has violated the terms of
the BK Consent Order; and

WHEREAS, the Securities Commissioner has determined that it is in the public interest to
issue this Order To Show Cause;

NOW, THEREFORE, the Securities Commissioner hereby:

ORDERS, that BK Lobster show cause why it should not permanently cease and desist

from the offer and sale of franchises in violation of the Original Consent Order and sections 14-
214, 14-216, and 14-231 of the Maryland Franchise Law.

The Securities Commissioner alleges the following as a basis for this Order:

I. JURISDICTION
1. The Securities Commissioner has jurisdiction in this proceeding pursuant to

section 14-210 (a) of the Maryland Franchise Law.



Il. STATEMENT OF FACTS
A. Findings of Fact from Original Consent Order.

2. BK Lobster is a New York corporation formed in January 2019 with a principal
business address of 535 Nostrand Boulevard, Brooklyn, New York 11216.

3. From January 2020 through December 2020 BK Lobster offered and sold
franchises for casual dining seafood bars specializing in gourmet lobster rolls, seafood and
complementary food and beverages using the name “BK Lobster.”

4. In November 2020, BK Lobster formed an affiliate, BK Lobster Franchise
Systems, Inc. (“BK Lobster Franchise). BK Lobster licensed to BK Lobster Franchise the rights
to use the BK Lobster system, trademarks and other intellectual property in the offer and sale of
BK Lobster franchises throughout the United States.

5. BK Lobster Franchise is a New York Corporation with a principal business address
of 11040 Pembroke Road, Miramar, Florida 33025.

6. The chief executive officer of both BK Lobster and BK Lobster Franchise is
Rodney Bonds (“Bonds”).

7. On May 25, 2022, BK Lobster Franchise filed an initial application to register its
franchise offering under the Maryland Franchise Law. Along with that initial application, the
attorney for BK Lobster Franchise reported that BK Lobster may have violated the registration
and disclosure requirements of the Maryland Franchise Law in the offer and sale of BK Lobster
franchises in Maryland or to Maryland buyers. The attorney for BK Lobster included with the
initial application to the Securities Division copies of two franchise agreements that BK Lobster
signed with Maryland entities or individuals (collectively “Maryland Franchisees”).

8. The Franchise Agreements with the Maryland Franchisees are described below:



A. On August 7, 2020, BK Lobster entered into a franchise agreement with
Brooklyn Billies Real Estate Club, LLC, a Maryland limited liability
company (“Brooklyn Billies”), in which that entity was granted the right to
own and operate a BK Lobster Restaurant to be located at 2226 Eastern
Avenue, Baltimore, Maryland 21231.

B. On September 30, 2021, BK Lobster entered into a franchise agreement
with three individuals, “VS,” “SG,” and “TC” (“SGC Group”), residents of
Baltimore Maryland, in which SGC Group was granted the right to own
and operate a BK Lobster franchise at a location within the Washington,
D.C. area.

9. Under BK Lobster’s franchise agreements with the Maryland Franchisees, the
Maryland Franchisees paid BK Lobster an initial franchise fee of $10,000 and a training fee of
$5,000.

10.  Brooklyn Billies secured a location to open an outlet for a BK Lobster franchise
restaurant. SGC Group never opened an outlet for a BK Lobster franchise restaurant and did not
pursue finding a location for their BK Lobster franchise.

11.  The Securities Division determined that the franchise agreements that BK Lobster
entered into with the Maryland Franchisees are “franchises” under the Maryland Franchise Law.

12. Neither BK Lobster nor BK Lobster Franchise ever registered with the Securities
Division to offer and sell franchises under the Maryland Franchise Law.

13.  Although BK Lobster gave the Maryland Franchisees copies of a Franchise
Disclosure Document (“FDD”) before those Maryland Franchisees entered into franchise
agreements with BK Lobster, those FDDs were incomplete, were not reviewed by the Securities
Division, and did not include all of the disclosures required under the Maryland Franchise Law.

14.  BK Lobster represented that, other than the franchise agreement with the
Maryland Franchisee, BK Lobster did not offer or sell a franchise in Maryland or to any
Maryland residents.

15.  BK Lobster represented and agreed that, in the future, it would comply with all
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provisions under the Maryland Franchise Law.
B. Conclusions of Law from Original Consent Order
16.  The Securities Commissioner concluded that BK Lobster violated sections 14-
214, 14-216, and 14-231 of the Maryland Franchise Law.
C. Order and Consent from Original Consent Order.
17. Under the Original Consent Order, the Securities Commissioner ordered, and BK
Lobster consented to the following, among other relief:

A. Within ten (10) days of its receipt of the fully executed Original Consent
Order, BK Lobster agreed to send to Brooklyn Billies: (i) a copy of that fully
executed consent order; and (ii) a letter, captioned Notice of Rescission
Rights, informing Brooklyn Billies that it was being offered an opportunity to
rescind its BK Lobster franchise agreement under the terms of that consent
order.

B. If Brooklyn Billies did not opt to rescind its BK Lobster franchise agreement in
response to BK Lobster’s Notice of Rescission rights, BK Lobster would
promptly file and diligently pursue an application to register the BK Lobster
franchise offering under the Maryland Franchise Law. For purposes of the
Original Consent Order, “diligently pursue” means that an applicant submits a
substantive response to each Securities Division comment letter regarding a
registration application no later than 30 days after the applicant’s receipt of that
comment letter;

C. If BK Lobster was required to register its franchise offering under the Original
Consent Order, upon notification by the Securities Division that BK Lobster’s
franchise offering was effectively registered for use in Maryland, BK Lobster
would send to Brooklyn Billies the following: (i) a copy of Brooklyn Billies
applicable, effectively registered Maryland FDD; and (ii) a second letter,
captioned “Offer to Rescind Franchise,” notifying Brooklyn Billies that it was
being given a second opportunity to rescind their BK Lobster franchise
agreement under the terms of this Consent Order;

D. BK Lobster Failed to Comply with the Original Consent Order.
18.  OnJanuary 20, 2023, counsel to BK Lobster represented to the Securities
Division that it sent to Brooklyn Billies a copy of the fully executed Original Consent Order and

the Notice of Rescission Rights.



19.  On April 13, 2023, legal counsel to BK Lobster represented to the Securities
Division that, although Brooklyn Billies did not respond to the initial Notice of Rescission
Rights within the term required under that Notice, representative of Brooklyn Billies verbally
informed Bonds that Brooklyn Billies did not wish to rescind its BK Lobster franchise agreement
in response to that Notice of Rescission Rights.

20.  Asaresult of Brooklyn Billies’ option not to rescind its franchise agreement in
response to the initial Notice of Rescission Rights, under the Original Consent Order, BK
Lobster was required to “promptly file and diligently pursue” an application to register the BK
Lobster franchise offering under the Maryland Franchise Law in order to make an effective
rescission offer to Brooklyn Billies in the form of an Offer to Rescind Franchise.

21. On April 13, 2023, BK Lobster’s legal counsel informed the Securities Division
that it no longer represented BK Lobster and directed the Securities Division to contact Bonds
directly.

22.  On April 20, 2023, the Securities Division contacted Bonds and reminded him
that, under the Original Consent Order, because Brooklyn Billies did not rescind its BK Lobster
franchise in response to the initial notice of rescission, BK Lobster must now “promptly file and
diligently pursue” an application to register the BK Lobster franchise offering under the
Maryland Franchise Law.” Then, once the BK Lobster franchise offering was effectively
registered in Maryland, it must send to Brooklyn Billies a second form of rescission offer,
captioned Offer to Rescind Franchise in the form attached to the Original Consent Order.

23.  Also on April 20, 2023, the Securities Division advised Bonds that BK Lobster
had no pending application to register its franchise offering under the Maryland Franchise Law

because a registration application that BK Lobster’s former legal counsel filed with the



Securities Division in May 2022 had been abandoned. Therefore, Bonds should file a new
franchise registration application as soon as possible, since the Original Consent Order directs
that “diligently pursue” means within 30 days, generally.

24.  On April 20, 2023, Bonds represented to the Securities Division that he would be
able to file a franchise registration application for BK Lobster within 60 days.

25. BK Lobster did not file a franchise registration application with the Securities
Division in June 2023.

26.  OnJune 27, 2023, the Securities Division again reminded Bonds of BK Lobster’s
obligation to “promptly file” and “diligently pursue a franchise registration application with the
Securities Division in order to fulfill BK Lobster’s obligation to make a rescission offer to
Brooklyn Billies.

27.  OnJune 28, 2023, Bonds represented to the Securities Division that he was
updating his franchise disclosure information with a new franchise attorney, and he expected he
should be able to file a franchise registration application for BK Lobster in 3 to 4 weeks.

28. BK Lobster did not file a franchise registration application with the Securities
Division in July 2023.

29.  On August 3, 2023, the Securities Division notified Bonds that if BK Lobster did
not make a good faith effort to file a franchise registration application by the end of August
2023, the Securities Division would ask the Securities Commissioner to issue an Order to Show
Cause ordering it to show cause why BK Lobster was not in violation of the terms of the Original
Consent Order.

30. On August 11, 2023, Bonds informed the Securities Division that he was having a

dispute with his current legal counsel, and that he was either going to resolve that dispute or



obtain new legal counsel to file a franchise registration application.
31. BK Lobster did not file a franchise registration application with the Securities
Division in August 2023 and, as of the date of this order, has not filed a franchise registration

application.

COUNT ONE
(Violation of Consent Order of Securities Commissioner)

WHEREAS, BK Lobster entered into the Original Consent Order with the Securities
Commissioner to resolve alleged violations of the Maryland Franchise Law in relation to offers
and sales of BK Lobster franchises in Maryland; and

WHEREAS, under the Original Consent Order, the Securities Commissioner concluded
that BK Lobster violated sections 14-214, 14-216, and 14-231 of the Maryland Franchise Law;
and

WHEREAS, under the Original Consent Order, BK Lobster agreed, among other things,
if Brooklyn Billies did not did not opt to rescind its BK Lobster franchise agreement in response
to BK Lobster’s initial Notice of Rescission Rights, BK Lobster would promptly file and
diligently pursue an application to register the BK Lobster franchise offering under the Maryland
Franchise Law; and

WHEREAS, Brooklyn Billies did not opt to rescind its BK Lobster franchise agreement
in response to BK Lobster’s initial Notice of Rescission Rights; and

WHEREAS, BK Lobster has not promptly filed nor diligently pursued an application to
register the BK Lobster franchise offering under the Maryland Franchise Law;

NOW THEREFORE, IT IS HEREBY ORDERED, that BK Lobster show cause why it

should not be ordered to permanently cease and desist from the offer and sale of franchises in
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Maryland in violation of a Consent Order of the Securities Commissioner and sections 14-214,

14-216, and 14-231 of the Maryland Franchise Law.

REQUIREMENT OF ANSWER AND
NOTICE OF OPPORTUNITY FOR HEARING

IT IS FURTHER ORDERED, pursuant to section 14-210 of the Maryland Franchise Law
and COMAR 02.02.06.06, that the respondent shall file with the Commissioner a written Answer
to this Order within fifteen days of service of the Order. The Answer shall admit or deny each
factual allegation in the Order and shall set forth affirmative defenses, if any. A respondent
without knowledge or information sufficient to form a belief as to the truth of an allegation shall
SO state.

The Answer also shall indicate whether a respondent requests a hearing. A hearing will
be scheduled in this matter if one is requested in writing. Failure by any respondent to file a
written request for a hearing in this matter shall be deemed a waiver by that respondent of the
right to such a hearing. Failure of any respondent to file an Answer, including a request for a
hearing, shall result in entry of a final order directing that Respondent to permanently cease and
desist from violations of the Maryland Franchise Law.

SO ORDERED:

Commissioner’s Signature on
File w/Original Documents

October 4, 2023

MELANIE SENTER LUBIN
SECURITIES COMMISSIONER



