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FRANCHISE DISCLOSURE DOCUMENT
HUHOT MONGOLIAN GRILLS, L.L.C 

A Montana limited liability company 
223 East Main Street 

Missoula, Montana 59802 
(406)251-4303 

Website: www.huhot.com 
Email: customer_service@huhot.com

The franchisee will engage in the business of owning and operating a sit-down restaurant 
specializing in Asian-style food cooked on a grill with an upscale but casual ambiance.

/

The total initial investment for your Traditional Unit HuHot Restaurant ranges from $7^2984.000 to 
$9821.219.000, including $40,000 you must pay the franchisor. The total initial investment for your 
Express Unit HuHot Restaurant ranges from $487,000 to $632,000, including $40,000 you must pay
the franchisor.-Tlre.total.initial investment for an Area.Development Agreement is $1,574,000 to
$1,934,000 for 2 restaurants, and $3;935,000 to $4v885.000 for 5 restaurants; including-SlOQ,000 to 
$250,000 >'ou-fflust pay the franchisor (plus the-initial investment for each Restaurant-you open).

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
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binding agreement with, or make any payment to the franchisor or an affiliate in connection with the 
proposed franchise sale. Note, however, that no government ageney has verified the information 
contained in this document.

You may wish to receive your disclosure document in another format that is more convenient for 
you. To discuss the availability in different formats, contact Laura Sporrer at 223 East Main Street, 
Missoula, Montana 59802, phone 406-251-4303, or email at laura.sporrer@huhot.com.

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 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 (“FTC”). You can contact the FTC at 1-888-FTC-HELP or by writing to 
the FTC at 600 Pennsylvania Avenue, NW, Washington, DC 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.

The Issuance Date of this Franchise Disclosure Document is Mar-€h'^2-^frT6April 3. 2017.
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HUHOT MONGOLIAN GRILLS, L.L.C.

STATE COVER PAGE

Your state may have a franchise law that requires a franchisor to register or file with a state franchise 
administrator before offering or selling in your state. REGISTRATION OF A FRANCHISE BY A STATE 
DOES NOT MEAN THAT THE STATE RECOMMENDS THE FRANCHISE OR HAS VERIFIED THE 
INFORMATION IN THIS DISCLOSURE DOCUMENT.

Call the state franchise administrator listed in Exhibit F for information about the franchisor, or about 
franchising in your state.

MANY FRANCHISE AGREEMENTS DO NOT ALLOW YOU TO RENEW UNCONDITIONALLY 
AFTER THE INITIAL TERM EXPIRES. YOU MAY HAVE TO SIGN A NEW AGREEMENT WITH 
DIFFERENT TERMS AND CONDITIONS IN ORDER TO CONTINUE TO OPERATE YOUR 
BUSINESS. BEFORE YOU BUY, CONSIDER WHAT RIGHTS YOU HAVE TO RENEW YOUR 
FRANCHISE, IF ANY, AND WHAT TERMS YOU MIGHT HAVE TO ACCEPT IN ORDER TO 
RENEW.

Please consider the following RISK FACTORS before you buy this franchise.

THE FRANCHISE AGREEMENT REQUIRES YOU TO RESOLVE DISPUTES WITH US BY 
LITIGATION OR ARBITRATION ONLY IN MISSOULA, MONTANA. OUT OF STATE 
LITIGATION OR ARBITRATION MAY FORCE YOU TO ACCEPT A LESS FAVORABLE 
SETTLEMENT FOR DISPUTES. IT MAY ALSO COST MORE TO LITIGATE OR 
ARBITRATE WITH US IN MISSOULA, MONTANA THAN IN YOUR HOME STATE.

THE FRANCHISE AGREEMENT STATES THAT MONTANA LAW GOVERNS THE 
AGREEMENT, AND THIS LAW MAY NOT PROVIDE THE SAME PROTECTIONS AND 
BENEFITS AS LOCAL LAW. YOU MAY WANT TO COMPARE THESE LAWS.

THERE MAY BE A RISK DUE TO THE FACT THAT THE TRADEMARK “NUHU 
MONGOLIAN EXPRESS” TO BE USED BY ITS EXPRESS RESTAURANTS DOES NOT 
HAVE A FEDERAL REGISTRATION WITH THE UNITED STATES PATENT AND 
TRADEMARK OFFICE, AND IF AN ALTERNATIVE TRADEMARK MUST BE ADOPTED 
AS A RESULT IT MAY INCREASE YOUR EXPENSES.

THE FRANCHISOR AND ITS PARENT HAVE GUARANTEED A $4.8 MILLION DEBT 
FOR THE PARENT’S WHOLLY OWNED SUBSIDIARY.

IF YOUR. SPOUSE IS INVOICED IN THE OPERATION OF THE FRANC:HISE BUSINESS. 
YOUR SPOUSE WIU:.. BE REOUIRED 'fO SIGN A PERSONAL GUARAN’I'Y MAKING 'FHE
SPOUSE JOINTLY AND SEVERAIJ.Y LIABLE FOR ALL OBL-IGATIONS OF THE 
FRANCI-DSE WHET'HER OR NOT TI-IE SPOUSE IS AN' OWNER OF THE FRANCHISE.
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THIS RE0UIREN4ENT PLACES THE PERSONAL ASSETS OF THE FRANCHISE OWNER 
AND THEIR SPOUSE AT RISK.

THERE MAY BE OTHER RISKS GOVERNING THIS FRANCHISE.

Your state law may supersede the provisions regarding out of state litigation and choice of law, 
which may not be enforceable in your state. See special state disclosures in the state addenda to 
the Franchise Agreement and Disclosure Document attached as Exhibit J.

This Franchise is registered in the states listed and on the effective dates noted on the following 
page.
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EFFECTIVE DATES IN REGISTRATION STATES

California:

Illinois;

Minnesota: 

New York: 

North Dakota: 

South Dakota:

Washington:

Wisconsin:

Mar0b-39r'2Q16

June 10, 2003, as amended April 5, 2016

April 11, 2014, as amended -........... —

April.43t2016

MarehAO, 2016

Mareh-34-;-2Q16
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Item 1
THE FRANCHISOR ANY PARENTS. PREDECESSORS AND AFFILIATES

To simplify the language in this franchise disclosure document, the franchisor HuHot 
Mongolian Grills, L.L.C. will he identified as “HuHot,” "We,” or “Us." You” means the legal 
entity and its owners, collectively (corporation and its shareholders, or limited liability 
company and its members, or a partnership and its partners) who buy the unit franchise to own 
and operate a HuHot Mongolian Grill Restaurant (the “Restaurant”) under the mark “HuHot 
Mongolian Grillf---eF-4he-e:nthy---a^ tlie rights ueder--amAi^a--Bevek>pnient
AgreementYe-m¥n-and-e|3erate-fflultiple'Restaurciiits.U

HuHot is a Montana limited liability company formed on August 30, 2001. HuHot 
conducts business under the name “HuHot Mongolian Grill” and operates a franchise distribution 
system under the name “HuHot Mongolian Grill.” The agent for service of process on HuHot is 
listed on Exhibit F.

The principal place of business of HuHot is 223 East Main Street, Missoula, Montana 
59802. Prior to 2005, its principal place of business was 777 Vintage Road, Missoula, Montana 
59803.

HuHot’s Parent Company and Predecessors

Our parent is Mongolian Grill Restaurants, LLC (“MGR”), which was incorporated in 
Delaware on March 20, 2012. Its principal address is 223 East Main Street, Missoula, Montana 
59802.

We have no predecessors.

HuHot’s Affiliates

HuHot has no Affiliates that offer franchises in any line of business or provide products 
or services to our franchisees. However, HuHot has Affiliates that own and operate HuHot 
Restaurants, as described below.

Description of the Traditional Unit and Express Unit Franchise

A HuHot Mongolian Grill Restaurant (“HuHot Restaurant”) is a sit-down restaurant 
offering Asian-style cuisine cooked on a grill, using fresh meats, poultry, fish, seafood, 
vegetables, and sauces, individually selected by the customer. The typical HuHot Restaurant will 
offer non-alcoholic beverages, as well as beer, wine and full bar service, appetizers and a limited 
menu of dessert items. HuHot Restaurants feature distinctive, contemporary decor with an Asian 
flavor in a free-standing, mall or strip center location. The only differences between the 
Traditional Unit model and the Express Unit model are the size and seating capacity. The

1
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Traditional Unit model is approximately 4,000 to 6,500 square feet with seating for 
approximately 100 to 225 customers. The Express Unit model is approximately 2,000 to 2,500 
square feet with seating for approximately 50 to 100 customers.

The full-size HuHot Restaurants will be operated under the service mark “HuHot 
Mongolian Grill” plus design, and any other trademarks, service marks and commercial symbols 
(the "Marks") as HuHot authorizes. The express Restaurants will be operated under the service 
mark “NuHu Mongolian Express” plus design, and any other trademarks, service marks and 
commercial symbols as HuHot authorizes.

You may be in competition with others offering comparable services and products to 
retail consumers. You will have to compete with other Mongolian grill-type and Asian-style 
restaurants and, to a lesser extent, with other outlets offering sit-down food service at a moderate 
price point. You should realize that the restaurant industry is highly competitive and competition 
affects both HuHot and its franchisees.

There are no regulations specific to the operation of a Mongolian grill-type business. You 
must comply with all local, state and federal health and sanitation laws in operating your HuHot 
Restaurant. As a seller of food and beverage items, your activities are regulated by, and you are 
solely responsible for complying with, at your own expense, the Food and Drug Administration 
(“FDA”) and the United States Department of Agriculture and those federal and state laws and 
regulations relating to food and nutrition labeling and claims, including the Federal Food, Drug 
and Cosmetic Act, 21 U.S.C.§101 et (the “Act”), as amended by the Affordable Care Act of 
2010 and the regulations promulgated thereunder, including the rule mandating nutrition labeling of 
menu items and calorie content on menus. You must also comply with any and all nutrition 
labeling requirements imposed by federal, state or local law which may be enacted after the 
issuance date of this disclosure document. You must also at your own expense comply with 
security standards established by the Payment Card Industry Security Standards Council, in 
connection with credit card transactions. In addition, your business will be subject to state and 
local liquor control laws, ordinances, rules and regulations and licensure requirements.

We will grant to corporations, limited liability companies or partnerships (“Entity”), 
whose owners and principals meet our standards, franchises to own and operate a HuHot 
Restaurant at a specific location, under the HuHot Marks in accordance with the terms of its 
standard franchise agreement (the “Franchise Agreement”) attached as Exhibit A. HuHot grants a 
franchise to operate in a location leased or owned by you, completely improved and equipped in 
accordance with HuHofs decor (this decor may vary somewhat depending on whether the 
franchise is located in a strip center, a free-standing building, or other structure). Once 
established and approved by us, no changes in the interior or exterior design of a Restaurant or 
the equipment or fixtures used within may be made without our prior written consent. The HuHot 
Restaurant will offer its unique brand of Asian-style cuisine under the Marks in accordance with 
our standards as set forth in the Franchise Agreement and Operations Manual.
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The food and drink products utilized in the HuHot Restaurant must meet established 
standards and specifications.

Afea-Bevelopment-Rifi^fs

--------We.alse.grant-te.eertain.■qualified.persons.vdk»pers-'-'f4he-^^
terms-and.eenditiens-set.forth..in.enr-Area.Develepnrent.Agreement-(-the--'AFea.Bevelepme-Ht
Agreement'')..to.devel0p--and--€>peFate.fflultiple.HuHet-dR-estai-irants.within.defiHed-geegr-aphieal
areasr

If you are-a-Developer. you-fflust-epen.eertain.eufflulatAe-numher»-ef -fe^^
{-MmimmmBe¥elepnrent--<)^u0ta-')--0veF'a-'num:ber-efilevelepmentf)erkHlv ^̂
BA0-4he-AFea-Bevel0pment'AgieemeBt'('Beveleptnent-Rer-m^^ ..Beththe-TFaditmiuaTto
the...Express...fMt—-medels—60u-nf--te¥>an4..the-..Mrnimtmr..Bevekipment..Quota;—Minim-u-m
Be.\^elepfflent--Qu(rta-rMd-Bevel0pment-BeBeds--ar-e-determine4-hy-yeu--aH4'US-0n-^^^
HUtfket.p0tential;..siz-^BfAhe-afeaignateeTxam^^^ .threugh.an..analysis--ef--yeur.financial and.
eperatkmal-eapaBilftiesvAVitBa^spee^^^^^ .each.HuHet.Restaurant-ymi-epen.ift-yeur-deaigBated
aiea-,-yeu.must.sigmaFUFAheri-eurrentAhr^^^^^^^ .Agreement. The-anmunt.0f the initial
freurohiseTee--wi-lThe-as--setTAh net be ■suhteet---t04nerea-se:.Suhteet-te-eeFtain
teFauB-and-eenditrens-r-y^^^ .Fight-'te--e¥;FFaffld-KF^ .within-the-Aesiffl^ .ai^a-4s
exclusi\^e.s-0.leng.as.the..Area.Bevekapment-A-gFeement..is.in.effeet--See..Item..1-3-.regarding
de^^efnpinent-FightarehligatienS'and'exeh^

If you are a corporate entity, partnership, or limited liability company, all individuals who 
have an ownership interest in said entity must personally guarantee the obligations of said entity.

Background of Franchisor and Affiliate-Owned Restaurants and Company-Owned 
Restaurants

We have never conducted a business of the type to be operated by you. Our primary 
business is selling franchises and developing brand products and services.

Montana Pizza, Inc. (“MTP”) was formed in 1979 to operate Godfather’s Pizza 
franchised restaurants in various locations in Montana. From June 1999 to August 2002, it 
operated under the name “Mongos Mongolian Grill.” In August 2002, it changed the restaurant’s 
name to HuHot Mongolian Grill. The shareholders of MTP are also minority shareholders in 
HuHot. MTP currently owns 3 Godfather’s Pizza stores at various locations in Montana that it 
operates under franchise agreements with Godfather’s Pizza, and 1 HuHot Mongolian Grill 
restaurant in Missoula, Montana. This Mongolian Grill restaurant is the prototype for the HuHot 
restaurant concept that is the subject of this franchise offering.

In addition. Hot Grills, Inc. (“HG”) was formed in August 2002 to operate HuHot 
Mongolian Grill restaurants in various locations in Montana and Washington. The shareholders
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of HuHot are also minority shareholders in HG. Some of the HG shareholders are minority 
shareholders in HuHot. The combined interest of HuHot shareholders in HG represents a 
minority interest in Hot Grills, Inc. HG has operated HuHot restaurants in Spokane, Washington 
since August, 2003, in Billings, Montana since November 2003, and in Fort Collins, Colorado 
since September of 2008. The combined interest of HG shareholders in HuHot represents a 
minority interest in HuHot. Hot Grills, Inc. opened a “HuHot Express” concept in Fort Collins, 
Colorado in August 2010, which it closed in September of 2015. We have been offering 
franchises for the Express Unit concept since 2013.

In addition. Top Tier Colorado, EEC (“TTC”) was formed in April 2010 to operate the 
HuHot Mongolian Grill restaurant in Colorado Springs. The shareholders of HuHot are also 
minority members in TTC. Some of the TTC members are minority shareholders in HuHot. The 
combined interest of HuHot shareholders in TTC represents a majority interest in Top Tier 
Colorado, EEC. TTC operates 3 HuHot restaurants in Colorado. The combined interest of TTC 
members in HuHot represents a majority interest in HuHot.

In addition. Hot House, EEC was formed on November 29, 2012 to operate an affiliate- 
owned Restaurant in Utah. Some of the members of Hot House, EEC own a minority interest in 
MGR, the parent of HuHot. The restaurant owned by Hot House, EEC opened on November 1, 
2013.

In addition, Mongolian Grill Restaurant Operating Company, EEC (“MGROC”) was 
formed on May 22, 2012 to acquire and operate formerly-franchised HuHot Mongolian Grills 
restaurants in various locations. MGROC is a wholly-owned subsidiary of MGR, as is HuHot. 
Based on that relationship, we consider the restaurants owned and operated by MGROC to be 
company-owned units as distinguished from affiliate-owned units, even though they are not 
technically owned by the Franchisor. MGROC has operated 8 HuHot restaurants since 
December of 2012, in Indiana (2), Utah (1), and Wisconsin (5).

Neither HuHot nor any affiliate of HuHot has offered franchises in this or other lines of 
business, other than the HuHot franchise..

The remainder of this page is led blank intentionally.
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Item 2
BUSINESS EXPERIENCE

Chief Executive Officer and Director - ANDREW W. VAP

Andrew Vap has been Chief Executive Officer, Director of Training and Director of 
HuHot since its inception in August 2001. Since May 1997, he has been employed by MTP in 
Missoula, Montana as Director of Operations and Marketing. MTP operates several Godfather 
Pizza restaurants in Montana under franchise agreements with Godfather’s Pizza, Inc. and the 
original HuHot Mongolian Grill that opened in June 1999.

President and Director - LINDA E. VAP

Linda Vap has been President and Director of HuHot since its inception in August 2001. 
Since 1979, Mrs. Vap also has been employed as President of MTP in Missoula, Montana.

Chief Operating Officer - JEFFREY A. MARTIN

Jeff Martin has been Chief Operating Officer since May of 2014. From March of 2010 to 
May of 2014, he was Vice President of Operations.

Chief Brand Officer - MOLLY VAP O’SHEA

Molly Vap O’Shea has been Chief Brand Officer since May of 2014. From January of 
2005 to May of 2014 she was Vice President of Franchise Development.

Vice President of Marketing - STEPHANIE KRAUSE

Stephanie has been Vice President of Marketing since May of 2014. From March of 2010 
to May of 2014 she was Director of Marketing.

The remainder of this page is left blank intentionally.
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Items
LITIGATION

No litigation is required to be disclosed in this Item.

Item 4
BANKRUPTCY

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

The remainder ofthis page is led blank intentionally.
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Item 5
INITIAL FEES

Franchise Fee

You must pay an initial franchise fee of $40,000 for either the full-size Restaurant or the 
express Restaurant, payable upon signing the Franchise Agreement. The initial franchise fee shall 
be fully earned when you pay it to HuHot. The franchise fee is refundable only under the 
following 2 conditions:

(i) If you or we cannot agree on a site for your Restaurant, then we will refund you 
$35,000 of the initial franchise fee, or

(ii) If during the course of the training programs we conclude that you have not 
successfully completed the sales/operations seminar and technical training seminar, 
we may, in our sole discretion and judgment, cancel this Agreement and all rights 
hereunder, where permitted by applicable law, by giving notice to you and tendering 
to you a refund in the amount of $30,000.

We do not give refunds of the initial franchise fee under other circumstances.

In our most recent fiscal year (2016S044). we reduceddid not vary the initial franchise fee
by--$4-7-500..for I..existing-ex-p©Fienced-.Franeh-isee—>.vhe--was..opening.an..additieHal----H^^^
Restaurmt4n--anv S044:..This fi~anchisee-previded its own-epening'teaia ferdts new-R-estaurant
amfretp^ir-ed-significantly les^^epening-supi^ert lfeni us.

7\rea De\'elepment Agreement

---------W-e--ehai^ge..a non-recurring and non- refundable -Bevelepment Fee of $20,000 per
restaurant to be developed.-which you must pay in..a lump siun when you..sign the Area
Bevelopment Agreement...You must, if-yeu are not already a HuFIot-Mengelian: Grill Restaurant
Frane-hrsee-,-sign.1..franchise agreement-and pay the $40,000-franehise fee. sinrukaneeusly-upen
sigm:Hg-ef4he- Area Developmeirt-Agreement:

---------Fer each f luHot Restaurant you open under the-Area DevelopmeBt-Agreement; you get a
eredit.ef-$ 10,000 toward.the.franchise fee;--That.means that your initial.franchise fee will be
$■3(4000.■per-R-e^itattfant..(instead..of $40,000).—44ie initial-Ar-anehise..-fees-..for each HuFlot
R&staurant;--up to the nimiber--ef -Restaur-ante-iequi:Fed--by-y0ur-Minimum Development Quota, are
net-.subjeet.to.increase, eveanf -we.in.the fi.ituFe--inerease ■ the initial..ffanehise.-fees..for^ new
franchisees.-ln-4he -event you open mere than the number of Restaurants required -te meet your
■Minimum Development Quota, either -within or outside-his Exclusive Arear-yeu ■will.pay then.
eur-t-ent-dnitial-franchise fee, whieh may be different than the $40,000 initial -franehise fee noted

7
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above.

We-4eHae^gjvea^feffl4s--e#-tbe-Bevelep 

Preliminary Agreement

You may, but are not required to, sign a Preliminary Agreement (attached as Exhibit EK) 
and pay a $10,000 deposit for a HuHot Franchise. You would sign it if you do not have an approved 
location for a HuHot Restaurant and you want to locate your site prior to the execution of a 
Franchise Agreement. The $10,000 deposit is credited toward your franchise fee, only if we grant 
you a franchise. The Preliminary Agreement gives you a period of 90 days in which to locate a site 
and 14 days after we approve your site to sign the Franchise Agreement. If you or we terminate the 
Preliminary Agreement within 30 days of its effective date, for any or no reason, the deposit is fully 
refundahle, without interest. If you terminate the Preliminary Agreement following the 30 day 
period, we will refund $5,000 of the deposit, without interest. We may terminate the Preliminary 
Agreement if, within 90 days of its effective date, you do not select a site approved by us, or if 
you do not sign a Franchise Agreement with us within 14 days after we approve your site. If we 
terminate the Preliminary Agreement under those circumstances, we will refund $5,000 of the 
deposit, without interest. We may terminate the Preliminary Agreement and retain all of your 
deposit, if: (i) you make a material misrepresentation or omission in your franchise application or in 
your dealings with us; (ii) you are .convicted by a trial court of or plead no contest to a felony or 
other crime or offense, or engage in any other conduct, which might in our opinion adversely 
affect the reputation of a HuHot Restaurant or the goodwill associated with the Marks; or (iii) 
you make any unauthorized use or disclosure of any of our confidential information or breach any 
other agreement with us.

At our discretion, we may waive some or all of the initial franchise fees and royalties for 
Affiliate-owned Restaurants.

The remainder of this page is lefi blank intentionally.
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Item 6
OTHER FEES

Both Traditional Unit and Express Unit Franchise Agreement

Remarks
Royalty Fee 5% of Gross 

Revenues^.
If a state or 6% of 
local law prohibits or 
restricts in anv wav 
Franchisee’s abilitv 
to' pay and FluHot’s 
ability to collect 
Royalty Fees or other 
amounts based on 
Gross Revenues if 
applicable law does 
not permit a royalty 
to be paid or received 
on salesSales derived 
trom the sale of 
alcoholic beveragesT 
For Developers, the 
royalty fee ranges 
between and 5%. 
We determine at the 
exact royalty fee, not 
on a specific formula, 
bat-applying- factors 
such as Restaurant. 
then 1 lul lot and 
Franchisee will 
renegotiate the 
mimber of 
Restaurants \'oii 
open, your
experience in Royaltv 
Fees and other 
provisions to provide 
the biisiness.same 
basic economic effect 
to both HiiFlot and 
Franchisee as 
otherwise provided in

Every Friday for the 
preceding 
Reporting Week 
(Monday through 
Sunday).

Gross Revenues is the entire amount of all 
gross sales and business receipts, including 
direct or indirect barter transactions, 
wholesale accounts (both on and off 
premises) from the operation of the 
Restaurant, whether for cash or credit. Does 
not include sales, use or service taxes or 
customer refunds and approved rebates, 
discounts and allowances, or revenues from 
the sale of alcoholic beverages if prohibited 
by law.
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iMVoflcc \moiint Due Dale , Remarks IMitt Bill

the market te-be
develeped.'aHd'tbe
de-veiepmeat
timetabled'er-yeur
restaurants.Franchise
Aereenieiit

Marketing
Fund
Contribution

0.5% of Gross 
Revenues, subject to 
increase by us to not 
more than 3% of 
Gross Revenues 
when there are at 
least 500 FIuHot 
Restaurants

Every Friday for the 
preceding 
Reporting Week.

Gross Revenues calculated in the same 
manner as for Royalty Fee.

Transfer Fee $3,500 Before transfer. Payable if you sell a controlling interest in 
your franchise. If a proposed sale is not 
completed, you must reimburse us for our 
reasonable expenses relating to the transfer 
request.

Training Fee 
for Transferee

$2,500 Before transfer Payable if the person who buys your 
franchise has not previously completed our 
training program.

Reimbursement 
of Costs in 
Connection 
with Transfer 
that is not 
Consummated

Our expenses, not to 
exceed $3,500

10 days after billing If you initiate a transfer of your franchise, 
and it is not consummated, you must 
reimburse us our costs expended in 
connection with processing the transfer.

Penalty for 
Default in 
Submitting 
Reports

$ 100 per day Beginning on 15“ 
day after default

You must pay a $100-per-day penalty if you 
fail to submit required reports or furnish 
supporting data as specified in the Franchise 
Agreement and/or Operations Manual.

Audit Cost of examina-tion 
or audit, including 
charges of 
independent 
accountants and 
travel expenses, room 
and board, 
compensation of 
HuHot employees.

10 days after 
billing.

If audit is necessary due to your failure to 
furnish reports or if audit shows an under­
reporting of 1.5% or more of Gross Sales.

Interest Lower of 1.5% per 
month or highest 
contract rate allowed

Upon billing. On late payments.
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: Type of Fee Amount Due Date IMI Remarks 111

by law.
Reimbursement 
of Local or
State License 
Fees

Costs 10 days after 
billing.

Payable if HuHot pays for licenses required 
by the franchise agreement when you fail to 
do so.

Management
Fee

$250 per day.
Subject to increase 
based on the increase 
in the Cost of Living 
Index.

10 days after 
billing.

Payable if HuHot appoints a manager for the 
Restaurant when the Restaurant is not being 
managed by you or a qualified manager.

Attorneys’ Fees 
and Costs

Varies As incurred. Payable to HuHot if we prevail in any legal 
action against you.

Additional
Assistance

$250 per day plus 
travel expenses, room 
and board

10 days after billing Payable only if we provide operating 
assistance as a result of your failure to 
comply with any provision of the franchise 
agreement or any specification, standard or 
operating procedure prescribed by us, or if 
you request operating assistance in excess of 
what we normally provide.

Indemnification Varies As incurred. You must reimburse us for any liability or 
cost we incur by reason of your operation of 
the Restaurant or your offer or sale of 
securities.

Testing Varies but not more 
than $250

10 days after 
billing.

You must reimburse us our costs for testing 
products, supplies, or materials you request 
us to approve, plus a reasonable charge 
based on the amount of time we have to 
spend on testing.

Evaluation of 
New Suppliers

$1,000 10 days after billing To cover costs for evaluating suppliers you 
request us to approve. See Item 8.

. Relocation 
Expenses

Costs to us for site 
approval varies

10 days after 
billing.

Payable if you want to relocate your 
Restaurant.

Reimbursement 
for Insurance

Cost of insurance 
plus our expenses.

On demand. Payable only if we pay your premium when 
you fail to do so.

New Manager 
Training

$1,500 Due before training. If you request us to train a new Restaurant 
Manager following the opening of your 
Restaurant, you must pay this fee.

Participation in 
Internet

Your proportionate 
share

60 days’ notice Payable only if we require you to participate 
in a HuHot website or other listing on the 
Internet.

Reimbursement 
of our Taxes

Actual amount of our 
taxes

On demand Payable only if the state in which your 
restaurant is located imposes on us a gross 
receipt or other income tax based on 
payments you pay us or our Affiliates.

Reimbursement The actual amount of On demand Payable only if you fail to pay the vendors
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Amount Due Date ' ' Remarks l*ill
of
SpenDifference
Administrative
Fee

commission we must 
pay SpenDifference

with whom SpenDifference negotiated 
purchase arrangements for products you 
ordered from those vendors (see Item 8 of 
this disclosure document)

Optional
Marketing
Materials

Per our price list When billed You may, but are not required to, purchase 
marketing materials we create and produce. 
The prices you pay are according to our 
price list, which are under market rate. 
Your payments go back into the Marketing 
Fund.

In the event you default in your payments to us, we have the right to require you to make all, 
future payments toTis by electronic bank draft.

In our most recent fiscal year (20163W4) we reduced the royalty fees for -1-2 Affiliate- 
owned HuHot RestaurantRestaurants. Other than this variance, in fiscal year 201620F5' we did 
not vary any fees set forth in this Item 6 for any franchised HuHot Restaurant. At our discretion, 
we may waive some or all of the royalties for Affiliate-owned Restaurants. All fees are imposed 
hy and are payable to us except fees for local or cooperative advertising. All fees are non- 
reflmdahle.

--------- Area Develenment Aareement

--------- There are no other fees you pay us under the-Area Development Agreement:

Ihe remainder ofthis-pageis left blank intentionally.
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Item 7
ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

Unit Franchise Agreement

T\pe of MethodAmount (Low:
W’hen Duelixpendilure

To Whom
Payment
made

*

Franchise Fee 
Deposif*^

$10,000 Lump Sum When you sign the
Preliminary
Agreement

HuHot

Initial Franchise 
Fee'^^

$40,000 Lump Sum When you sign the
Franchise
Agreement

HuHot

Training^' $4,000 - $6,000 As incurred As incurred Hotels; Trans­
portation Lines; 
Restaurants

Leasehold
Improvements^'*^

$400495.000 ■ 
$500608.000

As agreed As incurred Suppliers

Furniture, Fixtures, 
Equipment, Signs*^^

$225290,000 • 
$250350.000

As agreed As incurred Suppliers

Opening Inventory, 
Supplies, 
Smallwares. Store 
Opening Materials^®^

$40xy,000 - 
$6065,000

As agreed As incurred Suppliers

First Month's Rent 
and Security 
Deposif’^

$4420,000 - $30,000 As agreed in 
lease

As agreed in lease Lessor

Insurance**^ $5,000 -$10,000 Lump Sum As incurred Insurance
Company

Prepaid Expenses, 
Deposits^®^

$25,000 - $610,000 Lump Sum As incurred Third Parties

Professional Fees'^'°^ As Agreed As incurred Professionals
$40,000

Additional Funds - 3 
months'-'’^

$2640,000 - 
$5660,000

Varies As incurred Third Parties

TOTALS $282984.000 - 
6821.219.000

(1) Franchise Fee Deposit. If you enter into a Preliminary Agreement, you must pay us 
a deposit in the amount of $10,000. If you ultimately sign a Franchise Agreement, you must pay us
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the balance of the applicable initial franchise fee at the time you sign the Franchise Agreement. 
See Item 5 concerning the refund of the deposit.

(2) Initial Franchise Fee. You will pay an initial franchise fee of $40,000 when you 
sign your Franchise Agreement. If you signed a Preliminary Agreement and paid the $10,000 
deposit, you will pay the balance of $30,000 when you sign the Franchise Agreement. See Item 5 
concerning the refundability of the initial franchise fee.

(3) Training. You are not charged an additional fee for your initial training. You must 
pay for transportation and the expenses for your meals and lodging while you attend the program. 
The total cost will depend on how far you travel and the type of accommodations you choose. 
This estimate is based on 2 people attending the training.

(4) Leasehold Improvements. The leasehold improvements you must make include, 
but are not limited to, flooring, ceiling, lighting, plumbing (including compliance with the 
Americans With Disabilities Act), electrical upgrades and services, supplemental HVAC, custom 
exterior decor construction, exterior decor modifications, telephone line installation for the 
Restaurant and for the POS System, and cabinetry. The cost of leasehold improvements will vary 
depending upon the size, condition and location of the premises, price differences between 
suppliers, shipping costs, and terms negotiated with the lessor. In addition, you may incur 
change order charges for altering or supplementing the architectural plans, which may not 
address every detail that you need or want in your Restaurant.

(5) Furniture, Fixtures. Equipment Signs. You must purchase or lease furniture, 
fixtures and equipment that meet our specifications. This estimate is for the purchase of the 
following items: exterior signage, shelving, sneeze guards, POS System, booths, tables, chairs, 
light fixtures, window blinds, grill, steam kettle, vegetable dicers, walk-in freezer/cooler, 
dishwasher line, fryers, 3-door freezers, food line cold pans, kitchen table/shelving, bottle chiller, 
glass chiller, glycol system, salad make table, dessert refrigerator, ice machine. The cost of 
furniture, fixtures and equipment will vary depending on location and size of the premises, 
shipping costs, and price differences between suppliers.

(6) Opening Inventory, Supplies, Smallwares. This estimate is for initial basic 
inventory and miscellaneous supplies and smallwares necessary to begin operating the 
Restaurant, including food products, paper goods, alcoholic and non-alcoholic beverages, china, 
silverware, glassware, storage containers and food line pans. These expenses will vary depending 
on shipping costs, price differences between suppliers, and taxes on alcoholic beverages. This 
estimate also includes approximately $5,000 for store opening materials you purchase from an 
approved supplier. These opening materials may vary from time to time, but typically include 
store VIP party invitations and envelopes, menus, takeout menus, table-top promotional 
materials, business cards, comment cards, food line labels, in-store banners, laminated prep 
sheets and recipe books, opening gift card supply, and gift card promotional materials.
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(7) First 3 Month's Rent and Security Deposit. The estimate is for the first month's 
rent and security deposit typically required to be paid when you sign a lease. The amount will 
vary depending on the location of the premises, the size of the Restaurant, and the then-current 
rental market. Alternatively, you may purchase the premises on which the Restaurant is to be 
operated.

(8) Insurance. You must purchase the insurance required by us (see Item 8). The 
estimate is for a semi-annual premium (exclusive of vehicle coverage). The cost of insurance will 
vary based on the types and limits of the insurance you purchase and other factors affecting risk 

exposure.

(9) Prepaid Expenses, Deposits. This estimate covers utility deposits and license and 
permit fees. This expense may be substantially greater if you purchase a liquor license.

(10) Professional Fees. This includes the Architectural Services Fee of $5,000 payable 
to our approved supplier for exterior rendering, and trade dress and kitchen design drawings. In 
addition, you will also need to employ a local architect, and may employ an attorney, accountant 
or other consultants.

(11) Additional Funds - 3 Months. This estimate covers a portion of your anticipated 
business operating costs including payroll, rent, other initial costs and expenses for the first 3 
months. These figures are estimates, and we cannot guarantee that you will not have additional 
expenses starting the business. For example, you initial investment costs may be significantly 
higher if your restaurant location requires substantial exterior modifications or lacks access to 
sufficient and compatible electric service, natural gas, requires extraordinary plumbing (e.g. 
installation of bathrooms and plumbing sufficient for kitchen use), and/or lacks HVAC sufficient 
for restaurant use. Your costs will also depend on how much you follow our methods and 
procedures; your management skill, experience and business acumen; local economic conditions; 
the local market for your products and services; the prevailing wage rate; competition; and sales 
levels reached during the initial period of operation. Using a 3-month period is not a 
representation or guarantee that you will break even sometime during the first 3 months your 
restaurant is open, nor intended to provide a benchmark as to when you will break even. NOTE: 
These figures do not include draw or salary for you. You should have additional sources for 
payment of personal living expenses.

WE HAVE COMPILED THESE ESTIMATES BASED ON THE EXPERIENCE OF A PROTOTYPE 
RESTAURANT IN MISSOULA, MONTANA, AS WELL AS THE GENERAL KNOWLEDGE OF HuHOT' S 

OFFICERS CONCERNING ESTABLISHMENT OF RESTAURANTS OF VARIOUS KINDS OVER THE PAST 30 
YEARS. You SHOULD REVIEW THESE FIGURES CAREFULLY WITH A BUSINESS OR FINANCIAL ADVISOR 

BEFORE MAKING ANY DECISION TO PURCHASE A FRANCHISE.

The remainder of this page is ieh blank intentionally.
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Express Unit Franchise Agreement

Type of II Amount (Low
High Range)

;■II

Method of 
Payment W len Due

WIIm i

111 ■11

l o Whom ■Payment is to be
made

......... .
ili

Initial Franchise 
FeeC>

$40,000 Lump Sum When you sign the
Franchise
Agreement

HuHot

Training^' $4,000 - $6,000 As incurred As incurred Flotels; Trans­
portation Lines; 
Restaurants

Leasehold 
Improvements',(3)

$200,000 - $250,000 As agreed As incurred Suppliers

Furniture, Fixtures, 
Equipment, Signs^"*^

$175,000 -$200,000 As agreed As incurred Suppliers

Opening Inventory, 
Supplies, Store 
Opening Materials^^^

$20,000 - $40,000 As agreed As incurred Suppliers

First Month's Rent 
and Security 
Deposif®^_______

$10,000-$20,000 As agreed in 
lease

As agreed in lease Lessor

Insurance,(7) $5,000 -$10,000 Lump Sum As incurred Insurance
Company

Prepaid Expenses, 
Deposits^^^______

$3,000 - $6,000 Eump Sum As incurred Third Parties

Professional Fees,(9) $10,000-$20,000 As Agreed As ineurred Professionals
Additional Funds - 3 
months^’®^

$20,000 - $40,000 Varies As ineurred Third Parties

TOTALS $487,000-
$632,000

(1) Initial Franchise Fee. You will pay an initial franchise fee of $40,000 when you 
sign your Franchise Agreement. See Item 5 concerning the refundability of the initial franchise 
fee.

(2) Training. You are not charged an additional fee for your initial training. You must 
pay for transportation and the expenses for your meals and lodging while you attend the program. 
The total cost will depend on how far you travel and the type of accommodations you choose. 
This estimate is based on 2 people attending the training.

(3) Leasehold Improvements. The leasehold improvements you must make include, 
but are not limited to, flooring, ceiling, lighting, plumbing (including compliance with the 
Americans With Disabilities Act), electrical upgrades and services, supplemental HVAC, custom 
exterior decor construction, exterior decor modifications, telephone line installation for the
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Restaurant and for the POS System, and cabinetry. The cost of leasehold improvements will vary 
depending upon the size, condition and location of the premises, price differences between 
suppliers, shipping costs, and terms negotiated with the lessor. In addition, you may incur 
change order charges for altering or supplementing the architectural plans, which may not 
address every detail that you need or want in your Restaurant.

(4) Furniture, Fixtures. Equipment. Signs. You must purchase or lease furniture, 
fixtures and equipment that meet our specifications. This estimate is for the purchase of the 
following items: exterior signage, shelving, sneeze guards, POS System, booths, tables, chairs, 
light fixtures, window blinds, grill, steam kettle, vegetable dicers, walk-in freezer/cooler, 
dishwasher line, fryers, 3-door freezers, food line cold pans, kitchen table/shelving, bottle chiller, 
glass chiller, glycol system, salad, make table, dessert refrigerator, ice machine. The cost of 
furniture, fixtures and equipment will vary depending on location and size of the premises, 
shipping costs, and price differences between suppliers.

(5) Opening Inventory. Supplies. Smallwares. This estimate is for initial basic 
inventory and miscellaneous supplies and smallwares necessary to begin operating the 
Restaurant, including food products, paper goods, alcoholic and non-alcoholic beverages, china,

' silverware, glassware, storage containers and food line pans. These expenses will vary depending 
on shipping costs, price differences between suppliers, and taxes on alcoholic beverages. This 
estimate also includes approximately $5,000 for store opening materials you purchase from an 
approved supplier. These opening materials may vary from time to time, but typically include 
store VIP party invitations and envelopes, menus, takeout menus, table-top promotional 
materials, business cards, comment cards, food line labels, in-store banners, laminated prep 
sheets and recipe books, opening gift card supply, and gift card promotional materials.

(6) First Month's Rent and Security Deposit. The estimate is for the first month's rent 
and security deposit typically required to be paid when you sign a lease. The amount will vary 
depending on the location of the premises, the size of the Restaurant, and the then-current rental 
market. Alternatively, you may purchase the premises on which the Restaurant is to be operated.

(7) Insurance. You must purchase the insurance required by us (see Item 8). The 
estimate is for a semi-annual premium (exclusive of vehicle coverage). The cost of insurance will 
vary based on the types and limits of the insurance you purchase and other factors affecting risk 

exposure.

(8) Prepaid Expenses. Deposits. This estimate covers utility deposits and lieense and 
permit fees. This expense may be substantially greater if you purchase a liquor license.
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(9) Professional Fees. This includes the Architectural Services Fee of $5,000 payable 
to our approved supplier for exterior rendering, and trade dress and kitchen design drawings. In 
addition, you will also need to employ a local architect, and may employ an attorney, accountant 
or other consultants.

(10) Additional Funds - 3 Months. This estimate covers a portion of your anticipated 
business operating costs including payroll, rent, other initial costs and expenses for the first 3 
months. These figures are estimates, and we cannot guarantee that you will not have additional 
expenses starting the business. For example, you initial investment costs may be significantly 
higher if your restaurant location requires substantial exterior modifications or lacks access to 
sufficient and compatible electric service, natural gas, requires extraordinary plumbing (e.g. 
installation of bathrooms and plumbing sufficient for kitchen use), and/or lacks FIVAC sufficient 
for restaurant use. Your costs will also depend on how much you follow our methods and 
procedures; your management skill, experience and business acumen; local economic conditions; 
the local market for your products and services; the prevailing wage rate; competition; and sales 
levels reached during the initial period of operation. Using a 3-month period is not a 
representation or guarantee that you will break even sometime during the first 3 months your 
restaurant is open, nor intended to provide a benchmark as to when you will break even. NOTE; 
These figures do not include draw or salary for you. You should have additional sources for 
payment of personal living expenses.

We have compiled these estimates based on the experience of a prototype restaurant in 
Fort Collins, Colorado, as well as the general knowledge of HuHofs officers concerning 
establishment of restaurants of various kinds over the past 30 years. You should review these 
figures carefully with a business or financial advisor before making any decision to purchase a 
franchise.

The remainder ofthis page is led blank intentionally.
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Area Bevelepment ■■Agreement

Fer 2 Restaurants

Rew
#

Typeof
Expenditure

i\mount(Low
Hrghr-Ran^ge-)

Method of 
Payment When Due

To Whom 
payment is to 
be made

A ■Develepment
Fee
(■@$20,000)

$^10:000 Lump Sum When-yeu-sign 
the-Area 
Bev-eiopment 
Agreement

HuHet

B iniOai
I-uvestment for
Restaurants
(from the table
abeve-fer-the
Bni-t-Ffanehise
Agreement):

.$,.F§.§4-;QQ0 . 
-^F-9-34^00

See table 
abeve-for 
Bnit
Franchise
Agreement
feH--eaeh
amount

See4able-abeve 
for Unit 

■Franehise 
Agreement for 
eacb-amouHt

■Seetable'above 
for Unit 
Franehise 
Agreement-for 
each amount

G

w
Fetal of Rows 
AAAB

LA04.QO0-
$-R924^QQ0

Less-Gredit
toward
Franchi:see
(@$FOrOOO-per
restaurant)

42O5OOO

B Fetals ■$Rg-?A00Q'-
$1';954';QQ0
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Fer 5 Restaurants

Row
. # ■

Type ef Amount (Lew Method of
ll\/

To Whom 
payment is to

I2fApcIlUllurig rilgil IvallgP^ w Ticn i-^uc niauc

A Developmert
Fee

-$-mOQQ Bump Sum Wdien you -sign 
the Deve lojament

HuHot

7 \|4rv;CilTiJi 11

oos Ann #-» Vs f\ X 7

Investment for 
Restauicmts 
(:frem the table

$■1835,000
LLlUl.w

above for 
Unit
Franehise

oTO laPic

for Unit
Franeluse
A-gr-eementddf

occ laC>t-c-a0i:rV'C

for Unit
Franc-hi-se
Ag-reemenFfer

UUUVC lUL LllC
Unit Franchise 
Agreement):

/Vglcclllclll

Idoeaeh
amount

G Tetaluf Rows 
A-4^

1985,000
$4,935,000

LessGredit
toward
Franchisee
(#$-lAQO0iser
restaurant)

-$50,000

B Totals $-3-.935,000-
$-M-8-i00Q

---------Other than the Develepment-j^ee-ef $20,000 per-HuHot restauraRt to be de\'ei0|:)ed, you
incur no other initiahHftvestment expenses in connection with the Area4)evelopment Agreement.
The above..tables-shew-.the initiai..in\-estment te open 2 te 5 restaurants under-the Area
Diwel-epiuent Agreement. The Deveiepnteut Fee is not refundable undeFQuy-e-H-eumstauees-.

---------The initial Franchir5e Fee is refendable iu-part; see Item 5. Noue-ef the other fees to us is
refimdable:..Refiinduhility of any payments to third parties must be arranged directly with the third
parties.

■^he-rejmindef e ftbls page is iefi blank intentiona-Hy:
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Item 8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

You must acquire architectural services from us or our affiliates. These include providing 
an exterior rendering, and trade dress and kitchen design drawings. In 2016 we received $10.000 
in architectural fees, which was 0.2% of our total revenue of $4.429.651 in 2016. These figures 
are from our 2016 audited financial statements.

You must obtain Aloha software and When To Manage software from our designated 
vendors, which are the manufacturers of that software.

As described below in this Item 8, you must purchase certain categories of products from 
vendors who have entered into Vendor Agreements with SpenDifference. Those categories, 
which are listed on Exhibit B to the SpenDifference Agreement, include dairy products, meat, 
produce, paper, and other items. You must also purchase your sauces from All American 
Seasonings.

There currently are no other goods or services for your HuHot Restaurant that you must 
buy or lease from us or one of our affiliates or for which we or one of our affiliates is an 
approved supplier or the only approved supplier. However, we reserve the right to require you to 
purchase items from us or our designated source in the future. We or our affiliates may derive 
revenue or other material consideration from your purchases from us or our designated source in the 
future. We also have the right to impose a surcharge on approved suppliers.

To maintain the quality of the goods and services that HuHot Restaurants use and sell and 
our system’s reputation, we currently require you to obtain basic design services (including basic 
store plans and specifications), kitchen design and specification services, exterior design 
services, wall murals, flooring, cabinetry, kitchen equipment, furniture and fixtures, and various 
food items (including sauces, soups, salad dressings, and proprietary designated and/or 
contracted food items) only from suppliers that we designate or approve. We do not currently 
derive revenue or other material consideration from your purchases of products and services from 
these approved suppliers, but we reserve the right to do so in the future. In addition to the 
services that you must obtain from the designated suppliers of architectural services, and the 
designated subcontractors and vendors described in this paragraph, you must hire your own local 
architect and contractors in connection with the build-out of your HuHot Restaurant in 
accordance with plans and specifications to be approved by us.

We may in the future negotiate arrangements with suppliers for the purchase of food 
products, supplies and equipment. We reserve the right to arrange with suppliers to pay a rebate 
or marketing fee to the Marketing Fund for purchases made by you.

In order to maintain the high standards of the HuHot Restaurants, you must use in the
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development and operation of the Restaurant only those brands and models of equipment, 
fixtures, furniture, POS System, other computer hardware and software, decor items, tableware, 
merchandise, materials food and drink products which meet our specifications and quality 
standards. We reserve the right to require that some or all of those items be purchased 
exclusively from us, our affiliates or other designated sources or approved suppliers in the future.

You must purchase from our approved supplier the Store Opening Materials described in 
Item 7. Neither HuHot nor any affiliate is currently an approved supplier of any other equipment, 
fixtures, furniture, decor items, tableware, merchandise, material, supplies or food or drink 
products. We do not derive any revenue or other material consideration from these required 
purchases.

Purchases and leases which must be made in accordance with our specifications or from 
suppliers approved by us represent approximately 60% of your total purchases in establishing 
your Restaurant and approximately 30% of your total expenses in operating the Restaurant.

We will provide you standards and specifications upon request. We may modify the 
standards and specifications. If you propose to purchase or lease any equipment, fixtures, 
furniture, POS System, signs, decor items, tableware, merchandise, materials, products, supplies 
or services not previously approved by us, you must submit a written request to us for approval 
before your use of the item. We will consider any request by you for approval of a modification 
of a standard or specification. If we request you to do so, you must also submit to us sufficient 
specifications, photographs and/or other information or samples for examination and/or testing. 
We will communicate to you within a reasonable time our determination on whether we approve 
the item for your use. We may charge you a reasonable amount to cover our expenses in testing 
or inspecting any item, which shall not be more than $250.

We reserve the right in the future to require that you purchase other goods, services, 
supplies, fixtures, equipment, inventory, computer hardware and software or real estate relating 
to establishing or operating the HuHot Restaurant only from suppliers we approve. In the event 
we designate approved Suppliers in the future, and if you propose to purchase or lease any 
equipment, fixtures, furniture, POS System, other computer hardware and software, signs, decor 
items, tableware, merchandise, materials, products, supplies, real estate, or services from 
suppliers not previously approved by us, you must submit a written request to us and obtain our 
written approval before your purchase from that supplier. If we request you to do so, you must 
obtain from a potential supplier information concerning that supplier’s financial and other 
capabilities. We will communicate to you, within 30 days of the date you furnish all the 
information and materials we require, our determination whether we approve the supplier for 
your use. If we choose to designate approved suppliers, we will issue you our criteria for 
approving suppliers upon your written request. We may charge you a reasonable amount to cover 
its expenses in reviewing a proposed supplier’s qualifications.

We reserve the right to revoke our approval of any food or drink products at any time and
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upon written notice to you, provided that you may continue to offer and sell all remaining on- 
hand or ordered inventory of your products as of the date of receipt of written notice from us.

There are no approved suppliers in which any of our officers or any officers of an 
Affiliate, or a director of either the Franchisor or Affiliate, have an ownership interest.

On January 21, 2011, we entered into a contract, the “SpenDifference Participation 
Agreement,” which we amended by Amendment dated March 14, 2014 (“SpenDifference 
Agreement”) under which we authorize SpenDifference, LLC (“SpenDifference”) to negotiate 
prices and terms for us and for our franchisees with suppliers for the purchase of food products, 
supplies and equipment. This arrangement consolidates our buying power with other food 
businesses to help generate leverage with vendors. You must participate and sign a Joinder to the 
SpenDifference Agreement, both of which (including the Amendment) are attached to the 
Franchise Agreement as Rider D-1. We do not derive any revenue from this arrangement.

On November 1, 2014, we entered into a contract, the “Sysco Amended and Restated 
Distribution Services Agreement” (“Sysco Agreement”), with Sysco Corporation as the 
Distributor and SpenDifference. The Sysco Agreement is attached to the Franchise Agreement as 
Rider D-2. You must participate and sign the “Franchisee Acceptance Agreement” (Exhibit D to 
.the Sysco Agreement, starting on page 39), which obligates you as a purchaser under the Sysco 
Agreement. We do not derive any revenue from this arrangement.

On January 21, 2011, we entered into a contract, the “SpenDifference Participation 
Agreement, ’’which we amended by Amendment dated March 14, 2014 (“SpenDifference 
Agreement”) under which we authorize SpenDifference, LLC to negotiate prices and terms for us 
and for our franchisees with suppliers for the purchase of food products, supplies and equipment. 
This arrangement consolidates our buying power with other food businesses to help generate 
leverage with vendors. You must participate and sign a Joinder to the SpenDifference 
Agreement, both of which (including the Amendment) are attached to the Franchise Agreement 
as Rider D. We do not derive any revenue from this arrangement.

We have also negotiated an arrangement with Coca-Cola North America Foodservice 
(“CCF”) for the delivery of Coca-Cola fountain beverages to your Restaurant, and monetary 
incentives for the installation of equipment, equipment lease terms, and payment of marketing 
support funds from CCF to you. You must participate and sign a Franchisee Participation 
Agreement with CCF, attached to the Franchise Agreement as Rider E. In fiscal 20163#+# CCF 
paid rebates of $§54 7642.585. which was paid into the Marketing Fund. In addition. CCF paid 
us $10.000 in 2016 for a franchisee convention sponsorship.

We have also negotiated an arrangement with Dr. Pepper/Seven Up, Inc. (“DPSU”) for 
the delivery of Dr. Pepper and Snapple fountain beverages to your Restaurant, and monetary 
incentives for the installation of equipment, equipment lease terms, and payment of marketing 
support funds from DPSU to you. In fiscal 20163#+§’ DPSU paid us rebates of $0951. which was
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paid into the Marketing Fimd. In addition. DPSIJ paid us $1,000 in 2016 for a franchisee 
convention sponsorshliJ.

We have designated All American Seasonings as our supplier for sauces. In fiscal 
2Q1634M4 we derived $0 in revenue from our arrangement with All American Seasonings. In 
addition. All American paid us $6.000 in 20.16 for a franchisee convention sponsorship.

_Other than the SpenDifference Agreement, the Coca-Cola Contract, the Dr. Pepper 
arrangement, and the All American Seasonings arrangement, we do not negotiate arrangements 
with suppliers for the purchase of food products, supplies and equipment. We reserve the right to 
arrange with suppliers to pay a rebate or marketing fee to the Marketing Fund for purchases made 
by you.

We do not provide you material benefits based on your purchase of particular products or 
services or use of particular suppliers.

The insurance policies you must purchase and maintain throughout the term of the 
franchise must be issued by an insurance carrier approved by us. You must maintain Workers 
Compensation including Employers Liability insurance in the limit of no less than $500,000; 
Comprehensive General Liability with a General Aggregate of no less than $1,000,000 including 
“Hired and Non-Owned” auto liability coverage; Products Liability of $1,000,000; Internet 
Liability of no less than $1,000,000; Umbrella Liability of no less than $1,000,000; dramshop or 
host liquor liability coverage if and to the extent required by local law; and Business Interruption 
insurance in an amount equal to at least 6 months of your gross revenue. We can require you to 
obtain different or additional kinds of insurance and may increase the amount of coverage 
required. You must name, on each insurance policy, HuHot Mongolian Grills, L.L.C., 223 East 
Main Street, Missoula, Montana 59802 as an additional insured on a primary basis, and provide 
proof of such naming to HuHot annually. The policy must provide for 30 days' prior written 
notice to HuHot of any material modification, cancellation or expiration of the policy.

A rea-Bevel opm ent A greement

---------The--Area- De\'^elopment Agreement does-.net.eontain-any provisions-..requiring you to
purchase or lease in accordance with specifications or from approved suppliers. As to each 
HuHot Restaurant you open, >'Ou will have the obligation to-purehase or lease in accordance with
our-speeifications or-from approved -suppliers as are.in the then curreRt..standard form..of
franchise—agreement. The obligations under the.eui'rent Franchise yVgreement are.discussed
ahever
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Item 9
FRANCHISEE’S OBLIGATIONS

This table lists your prineipal 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.

Unit Franchise Agreement (both Traditional and Express)
Obligation

a.

b.

c.

d.

e.
f.

g-
h.
i.
j-

k.
l.

m.

n.
o. 
P-

q-

r.
s.
t.

u.
V.

Section in l■ranchi^e 
Agreement (unless
otherwise specified)
3.a.

3.b.,3.c.,9.b

3. b.,3.c.

4. a., 4.b.
3.e.
3.b,4.a, 8.a., 8.b.,9.e, 14.b, 
14.C

,
Site Selection and acquisition/lease

Pre-opening purchases/leases

Site development and other pre-opening 
requirements
Initial and ongoing training
Opening

Fees

Insurance
Advertising
Indemnification

Owner’s participation 
management/staffing

Records/reports
Inspections/audits

Transfer
Renewal
Post-termination obligations

9-g.
9.d., 10 

5.e, 7.d., 7.e.
4.a., 4.b, 9.e., 14.c, 17.f

11
12

14
2.b.

17

Iteli 1 i\ 1
Disclosure

ichise

Compliance Standards/Operations Manual 4.c., 9
Trademarks and proprietary information 5, 6
Restrictions on products/services 9.a., 9.b., 9.c.

Warranty and customer service 9.C., 9.d.
requirements

Territorial development Not applicable
Ongoing product/service purchases 9.a., 9.b.
Maintenance, appearance and remodeling 3.b, 3.d., 9.a., 9.b., 9.c., 12.a

Document 
11

7,8

7,11

6,11,15
11
5, 6, 7, 8, 11

8, 11, 14, 16 

11, 13, 14 

8, 16 

16

Not applicable 

8, 16

8, 11, 16, 17
6, 7,8 

6, 7, 11 

6, 13 

15

6
6, 11 

6, 17 

6, 17 
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Ohliealion Section inhanchi.c
Agreement (unless 
otherwise specified)

Non-competition covenants 

Dispute resolution
9.1, 17.d.

19.d, 19.e, 19.f, 19.g, 19.1

in Franchise

Document

Aj^ea-DevelepHtent ■Agreement

Miti

;..etionin-M-ea
^Dvemet. .................

(tmleg;.otherwise

hr-
Gr-

Gr-

o-

hr-

&r-

Vh-

»ite Selection and aequisition/lease

-d^re opening purchases/leases 
-■■■Site-deve-l-epment and other-pr-e opening 
feeiuitements
■l-nitial 'and-engoi'ng training
-Qpenint

-Fees
Compliance standards/Operations Manual

—Fr-ademaik-s-and-propFietar)' infermation
k------- Restrictions on products/services
,f:------- W-arranty imd-eu-stO'tHer serv i ce

requirements

fe-------Territorial development

h.------- Ongoing product/service purchases

.vulk-di 

FA

Not applicable 
FB

Net-applicable 

F6. 
d
Not applicable 

NeTapptieable 

Not applicable 

Not-applieable

■ Maintenance, appearance and remodeling 

Insurance
-Advertising

p-------Indemnification
------- Owner’s participation

man agem ent/staffi n g 
--------Records/roports

Inspections/audits
Transfer

-R-eaewal

v^------ Post termination obligations

W:------Non competition covenants

ilJf

FCk
Not applicable 

Not applicable 

NoTapplicable 

Not applicable 

Not applicable 

Not applicable

Not applicable 

Ne-tapplicable 

Not applicable 

Not applicable 

9

+4^
Not applicable 
ATT ■

Not-appl-ieable

U
^rd.Fr'8).M
Net-applicable 

■Not applicable 

Net applicable 

Neta-pplieable

U

Not applicable 

Net-applicable 

Not applicable 

Not applicable 

4d

Not applicable 

Net applicable 

Not applicable 

Not applicable 

T7 

-IF
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Net-applicable

Item 10 
FINANCING

We do not offer direct or indirect financing. We do not guarantee your note, lease or 
obligation.

The remainder ofthis page is led blank intentionally.
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Item 11
FRANCHISOR’S OBLIGATIONS

Except as listed below, we need not provide any assistance to you.

Before Opening of the Restaurant

We will provide the following services and guidance in connection with the establishment 
of your Restaurant:

We will assist you in selecting a site for the Restaurant (Paragraph 3.a, Franchise 
Agreement). Flowever, you must locate your site and obtain our approval of your site. We do not 
negotiate the purchase or lease of your site.

We will provide you architectural services in the form of exterior rendering, trade dress 
and kitchen design drawings (for a fee). (Paragraph 3.b., Franchise Agreement).

We will provide you specifications for the development of a HuHot Restaurant including 
a decor package, equipment package and fixture package. When you have located a site and 
obtained our approval of that site, you must obtain a basic store layout from our designated 
architect (see Item 8). You must take these drawings and specifications to a licensed or registered 
architect of your selection who will modify them to meet applicable ordinances, building codes 
or permit requirements for the Restaurant location. You must also use certain subcontractors that 
we designate (see Item 8). We must approve any modifications to the basic layout and 
specifications (paragraph 3.b., Franchise Agreement).

We will lend you a HuHot Restaurant Operations Manual, consisting of 3 binders 
(collectively, the “Operations Manual”), any other manuals we may develop, and related types of 
materials and charts (Paragraph 4.c., Franchise Agreement). Tables of Contents of the 
Restaurant Operations Manual for the Traditional Unit and for the Express Unit are attached as 
Exhibit G. As of the date of this Franchise Disclosure Document, the total number of pages in the 
3 binders comprising the Operations Manual for the Traditional Unit was 215, and for the 
Express Unit was 170.

We furnish an initial training program that is described in more detail later in this Item 11 
(Paragraph 4.b, Franchise Agreement).

After the Opening of the Restaurant

During the operation of the Restaurant, we will provide the following:

We will provide additional training and opening assistance at your location around the 
time of the Restaurant opening. This training will be given by employees of HuHot or by a third 
party to HuHot (Paragraph 4.a. Franchise Agreement).
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We will continue to lend you the Operations Manual and any other manuals we may 
develop. We may provide you with modifications to the manual to reflect changes in 
specifications, standards and operating procedures (Paragraph 4.c, Franchise Agreement).

We will furnish guidance to you on: (1) specifications, standards and operating 
procedures used by HuHot Restaurants, and any modifications thereof; (2) approved equipment, 
furniture, POS System, signs, operating materials and supplies; (3) methods of food preparation 
and sale and improvements thereon; and (4) the establishment and maintenance of 
administrative, bookkeeping, accounting and general operating and management procedures. 
This guidance may be in the form of the Operations Manual, bulletins, written reports and 
recommendations, other written materials, or by consultations by telephone or consultations in 
person at your Restaurant, our corporate offices, or at meetings, conventions and conferences 
(Paragraph 4.b., Franchise Agreement).

We will advise you of operational concerns at or in your Restaurant as disclosed by 
reports submitted to or inspections made by us (Paragraph 4.b, Franchise Agreement).

We will defend you in any legal proceeding brought against you by reason of your proper 
use of the Marks (Paragraph 5.c, Franchise Agreement).

We may conduct market research and testing to determine consumer trends and the 
salability of new menu items (Paragraph 9.a. Franchise Agreement).

We will conduct testing and review as it deems necessary to determine whether a product 
or supplier proposed by you should be approved (Paragraph 9.b, Franchise Agreement).

We will establish and administer a Marketing Fund to conduct marketing and 
promotional programs (Paragraph 10.a.. Franchise Agreement).

We will review all local advertising and promotional materials which you propose to use 
and determine whether the advertising should be approved for use (Paragraph lO.b.iii., Franchise 
Agreement).

We will interview and evaluate any proposed purchaser of your Restaurant to determine 
whether the transferee meets its then-current qualifications for franchisees (Paragraph 14.c, 
Franchise Agreement).

Some or all of the above services may be performed by a third party designated by 
HuFIot, who may or may not be an employee of HuHot.

Marketing and Promotion

You must contribute 0.5% of your Gross Revenues to the Marketing Fund (“Marketing

29

C:\D0C\C7I6\3244\FDD 2017\FDD2017.004 multistale redlined from FDD2016.003 multistale.docx



Fund Contribution”), which is intended to enhance recognition of the Marks and patronage of 
HuHot restaurants, generally. When there are 500 HuHot Restaurants, we can increase your 
Marketing Fund Contribution, but the increased amount will not exceed 3% of your Gross 
Revenues. We are not required to spend any amount in your market. Restaurants owned by 
HuHot or its affiliates will contribute to the Marketing Fund on the same basis as you.

We will direct all marketing programs financed by the Marketing Fund with sole 
discretion over the creative concepts, materials and endorsements and the geographic market and 
media placement and allocation. The Marketing Fund is intended to enhance recognition of the 
Marks and the HuHot Restaurants. HuHot is not obligated to make expenditures for you that are 
equivalent or proportionate to your Marketing Fund Contribution or to ensure that you or any 
particular franchisee benefits directly or proportionately from expenditures by the Marketing 
Fund. The Marketing Fund is not a “savings account” or an escrow fund from which franchisees 
can draw to support their marketing campaigns.

The Marketing Fund may be used to pay the costs of preparing and producing video, 
audio and written advertising and promotional materials; administering multi-regional 
advertising programs, including purchasing direct mail and other media advertising and 
employing advertising agencies; and supporting public relations, market research and other 
advertising and marketing activities.

In fiscal year ending December 3t)r-25. 2016a#44. the Marketing Fund was used , as
follows;

Printed Materials—07+3%
Professional Graphic Design Sendees..22.86%
ISmail Programs/Social Media Services - 5.88% 
Lovaltv/Gift Card Materials - +t6P2.9Q%
Home Office Overhead - 3r^8.30%
Home Office Direct Labor - 3-7-.-3331.25%
Web Advertising - +3t332.78%
Production of TV, Radio and Photography - 22.-7-714.93% 
R&D/Customer Research - 4+132.75%
Contest Winners/Prizes - 0.4840%
Marketing Packages - 37964.07%
Travel and Conventions - 3:P33.06%
Supplies & Software - 0.0475%
Postage & Shipping - 0.4405%
Bank Charges - 0.0402%
Mis67....(0:35%)

Net Income—5t40 
Total; 100.0%
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We expended 0% of the Marketing Fund on advertising that was principally for 
solicitation for the sale of franchises, however, we reserve the right to expend an amount not 
greater than the amounted contributed to the Marketing Fund by company-owned or affiliate- 
owned HuHot Restaurants on such purposes.

The Marketing Fund will be accounted for separately from the other funds of HuHot and 
will not be used to defray any of our general operating expenses, except for reasonable salaries, 
administrative costs and overhead as we may incur in activities reasonably related to the 
administration of the Marketing Fund and its marketing programs, including conducting market 
research, preparing advertising, promotional and marketing materials and collecting and 
accounting for contributions to the Marketing Fund.

We are not required to have the Marketing Fund audited. We will furnish you an 
unaudited annual report of the Marketing Fund upon written request.

If all Marketing Fund Contributions are not spent in the fiscal year in which they accrue, 
the monies are simply rolled over for use in the next year. We may terminate the Marketing Fund 
by giving 30 days written notice of termination. We will have the right to reinstate the Marketing 
Fund under the same terms and conditions as herein set forth by giving you 30 days prior written 
notice of reinstatement.

In addition to your Marketing Fund Contributions, you must spend at least 3% of your 
Gross Revenues on local advertising and promotion, and to submit verification of these 
expenditures to us each calendar year. At the point that there are 500 HuHot Restaurants and the 
Marketing Fund Contribution increases to 3%, your local advertising expenditure requirement 
will decrease to 1% of Gross Revenues.

If your HuHot Restaurant is located in an Arbitron Area of Dominant Influence (“ADI”) 
in which other Franchisees, HuHot or HuHot affiliate-owned Restaurants are located, a local 
advertising cooperative may be established by the vote of a majority of Restaurants in your ADI. 
The amount which you may be required to contribute to a local advertising cooperative is 
determined by the cooperative but may not exceed 3% of the Gross Revenues of your HuHot 
Restaurant. If at the time you sign a franchise agreement, a local advertising cooperative is in 
existence, or if after you sign a franchise agreement, a local advertising cooperative is formed in 
the area where your HuHot Restaurant is located, you must participate. All aspects of the 
formation and operation of the cooperative are determined by the members of the cooperative; 
these aspects include the budget, members' contribution, membership of the cooperative, voting 
rights, responsibility for administration, the governing documents, the preparation of financial 
statements, and the availability of those statements for review by you. We do not have the power 
to require cooperatives to be formed or to change, dissolve, or merge existing cooperatives. 
HuHot or its affiliate-owned Restaurants must participate in any local cooperatives in their ADI. 
Amounts you contribute to the local advertising cooperative are credited against your local 
advertising requirement.
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You are permitted to use your own advertising material only after receiving approval of 
the text from us. Additionally, these materials must be provided to the Marketing Fund where 
they may then be used by HuHot or other franchisees.

There is an advertising council composed of 4 franchisees. Two of them are elected by 
franchisee vote, and the other 2 are selected by HuHot. The advertising council serves in an 
advisory capacity only, and has no decision-making power. HuHot makes the final decisions on the 
expenditures of the Marketing Fund. HuHot can change or dissolve the advertising council at any 
time.

The HuHot Rewards is a system-wide loyalty program that requires consumer participation 
in order to get HuHot emails. The loyalty program is mandatory program and you must participate.
There is no separate fee to you for participation; it is funded through the Marketing Fund. We may 

change the HuHot Rewards program at any time upon notice to you.

Computer Hardware and Software

You must purchase or lease the following hardware: 5 computers, 3 monitors, 8 printers. 
In addition, you must purchase the following software; Aloha POS software, When To Manage 
(POS integration software), and Microsoft Office.

The primary function of the required computer and printer is to generate customer bills 
and reports; and the primary functions of the POS System are customer invoice generation and 
processing, tracking of type of payment and date payment is received, cost management, 
inventory control and perpetual inventory management eapability, and multiple manipulation of 
all purchase and customer sales transactions. The software will also give us independent access 
to your data, which we have the right to use and disseminate to third parties.

The approved manufacturers and vendors of the hardware and software are listed on 
Exhibit H to this Franchise Disclosure Document.

We also require that you allow us to install and have independent access to your 
restaurant computer system using a service similar to Logmein.com. This access allows us to 
download Aloha reports for the purpose of sales verification and helps enhance our ability to 
provide back of house support.

Use of the hardware and software allows you the capability of running the specified POS 
System and also ensures that your system is compatible with the computer operating systems of 
the entire organization.

You will also need to purchase software and systems for managing your database and 
preparing information for financial statements and tax preparation. We do not provide assistance 
in this regard and the accounting/bookkeeping systems that you use are up to you. For managing 
your database we recommend, but do not require. File Marker Pro. For accounting/bookkeeping
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systems, we reeommend, but do not require, Quickbooks or Peachtree.

The estimated cost of purchasing the hardware and software is $15,000. We cannot 
estimate the cost of leasing hardware and software, because it is generally not leased. The 
current cost for the When To Manage software is $79 per month.

Although we do not have the contractual right or obligation to provide ongoing 
maintenance, repairs, upgrades, or updates for the computer hardware or POS System, we may 
periodically contract with third parties to update the POS System and other software. The 
estimated annual cost of any optional or necessary maintenance and support contracts, upgrades, 
and updates for computer hardware and software ranges from $100 - $1,500.

Due to the rapid speed at which technology changes, we reserve the right to require you to 
replace any of the components of your computer system if, in the future, we deem the component 
to be: (a) undersized or otherwise insufficient for the efficient operation and management of your 
Restaurant; or (b) incompatible with our computer hardware or software or the computer 
hardware or software that we designate for System-wide use. The contractual limitations 
regarding how often we may require you to replace or update the various components of your 
computer system are included in the limitations on how often we may require you to refurbish 
your Restaurant, as discussed in Paragraph 3.e. of the Franchise Agreement. These limitations 
are: you are not required to make aggregate expenditures for refurbishing in excess of 1% of the 
accumulative gross revenues of the Restaurant of the 6 preceding years to the date of any 
required refurbishing; we may not require refurbishing more often than every 6 years; and you 
are not required to effect any refurbishing of the Restaurant during the last 3 years of the initial or 
any term of a successor franchise except in connection with acquisition of a successor franchise.

Site Selection and Restaurant Opening

We must approve the site for your HuHot Restaurant. You must locate the site using a 
licensed real estate broker who specializes in commercial real estate. You must submit a 
complete site report to us. We may consider the following factors in approving a site: people 
population (150,000 in your trade area), the demographic characteristics (average income of 
$35,000), traffic patterns, daily, traffic count (at least 35,000), parking, character of 
neighborhood, competition from other businesses within the area, the proximity to other 
businesses (including other HuHot Restaurants), and the size, appearance and other physical 
characteristics of the site. The lease for the site must include certain provisions required by us 
and stated in the Franchise Agreement.

If you sign a Preliminary Agreement, you have 90 days in which to select a site we approve. 
If within 90 days you fail to select a site we approve and/or fail to sign a Franchise Agreement with 
us, we will terminate the Preliminary Agreement and refund $5,000 of the deposit, without interest. 
If you fail to locate a site we approve, you will not be granted a franchise.

We cannot and do not guarantee the viability and ultimate profitability of any site which 
you select and which we approve.

33

C:\DOC\C716\3244\FDD 2017\FDD2017.004 multislate redlined from FDD2016.003 mullistate.docx



If an approvable site is selected and submitted by you to us at the time the Franchise 
Agreement is signed, the length of time to the opening of your Restaurant is estimated at 4 to 8 
months. If an approvable site is not selected and submitted by you to us at the time the Franchise 
Agreement is signed, the length of time to the opening of your Restaurant is estimated at 6 to 12 
months. Factors affecting these estimates include site selection, local ordinance compliance 
questions, obtaining financing, build-out and leasehold improvements, contractor delays, delivery 
of inventory and equipment and successful completion of the initial training program.

If you elect not to sign a Preliminary Agreement, we will approve or disapprove a site you 
select within 30 days of the date you submit all the required information to us. There is no limit 
to the number of sites you propose to us. If you and we cannot agree on a site within 30 days of 
your submitting a proposed site to us, then we can terminate your Franchise Agreement, in which 
event we will refund $30,000 of your initial Franchise Fee.

By the terms of the Franchise Agreement, you must open your Restaurant no later than 16 
months after signing the Franchise Agreement.

Training

You or a HuHot-approved manager (or, if you are a corporation, partnership or limited 
liability company, its controlling shareholder, managing partner, member or a HuHot-approved 
manager) must complete the HuHot Restaurant training program to our satisfaction. You must 
also bring 1 additional management-level person to the training program. The first phase of the 
training program will take place at eur-cerpe-r£tfe-headquarters'at 223-EastA'lain-Stree4;-A4isseHl-a- 
hfentana ■59802, and/or at 'One of the fellowiftg '618 affiliate-owned Restaurantst listed below the 
Training Program table below,

^mNvAeademy'BIvdT

6-S4i-€oftsfi-teifiog'-A¥#T

■1469'7 'Bei aware Street

74§W^4a#<TA'Venue 
Arvada,CQ.80002

3'dQmi'n:gsby-Gtv#14'2 
Denver; CO..80218

34#^¥v"€ohege'Avenue
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We will determine where your training will take place. We will notify you at least 14 
days in advance where your training will be held. We will hold training periodically, as we 
determine necessary and desirable. The training program will be for a minimum of 10 days and, 
generally, a maximum of 20 days, at one of the above locations, which we designate. Training 
will consist of all phases of the operation including unit operations, bookkeeping, inventory 
management, and local marketing. You must complete the initial training not earlier than 60 days 
prior to opening your Restaurant.

We will also furnish training at your Restaurant around the time you open your 
Restaurant for as long as we believe necessary — generally for 5 days before the time of the 
Restaurant opening and for 5 days immediately following the Restaurant opening. Training in 
your Restaurant will consist of operational management, with emphasis on customer service, 
follow up procedures, customer relations, and sales reporting procedures.

Although there are no additional fees for the training program, you must pay your own 
travel and living expenses incurred attending the training program. This training will occur at 
times scheduled by us and may not be available immediately upon request.

The following table summarizes the training program:

Training Program

S„H.c,

iiyifiiii

is iiil
all

iiiiS

Iffiii

Hours of 
Classroom - 

Trainingi(2):
Hours olOi.-The Job

■T-aini„g(2) :

pBIpl
... ........

I osu„„
IgiHlII

Cash Register Either al-233-EastA<laHiStreeC^ 
MeutanaA9802 (otir corporate 
headquarters) and/or at an affiliate owned

Store Equipment 12 Same

Introduction to 
Ingredients

Same

Starch Product 
Preparation & 
Presentation

Same

Meat & Seafood Product 
Preparation and 
Presentation

Same
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Subject

___________________Vegetable 
Preparation & 
Presentation

Sauce
Preparation and 
Presentation

Appetizer and Dessert 
Preparation and 
Presentation

Beverage 
Preparation and 
Presentation

Grill Operation, Cooking 
Procedures and 
Presentation

Customer Service 
Procedures
Insurance

Back of House 
Accounting

Daily Administration

Marketing

Store Closing Procedures

Internal Theft Prevention

Budgeting

Inventory Procedures and 
Ordering

Training and Evaluations

Franchisee/Franchisor
Relationship

Sanitation and Health 
Safety Procedures

Hours of ^
Classroom 

Training (2)

■

llourscrOn-ThcJob 
Tra,„,„g(2)

7

111:!;ll
tlli

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

C:\DOC\C7I6\3244\FDD 2017\FDD2017.004 multistate redlined from FDD2016.003 multistate.docx



The training program will take place one of the 18 affiliate-owned RestauKuits listed below:

7450 W. 52nd Ave 
Arvada. CO 8QQQ2

7790 N Academy Blvd 
Colorado SBrjiigs,^CO..8092Q

5843 Constitution Ave 
Colorado Sniinas. CO 80915

8336 Northfield Boulevard #1600 
Denver. CO 80238

249 South College Ave 
Fori Colliiis, CO 80524

3698 S Naiches Ct 
Sheridmi. CO 80110

The Orchard Town Center 
14697 Delaware St 
Westminster. CO 80023

2550 East 3rd. St 
Bloomington. IN 47401

The Pavillions 
100 S. Creasy Lane 
Lafayette. IN 47905

1806 King Avenue W 
Biliings. MT 59102

693 North 920 East 
Spanish Foj-k. U'l^ 84660

3456 West College Ave 
Appleton. WI 54914

2621 S Oneida S.. Ste. 103 
.Asliwaubenon. Wl 54304

2431 Milton Ave. 
Janesville. WI 53545

7214 Green Bay Road 
Suite 100
Kenosha, WI 53142

610.1unctionRd.. Ste 101 
Madison. WI 53717

2059 Witzei Ave 
Oshkosh. Wl 54904

4530 Rib Mountain Drive
. Wausau, WI 54401
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Explanatory Notes

(1) The materials used to teach these subjects are a combination of tools including the 
Operations Manual, Concept Recipe Manual, Employee Training Manuals, Operations 
Review Template, and supplemental handouts.

(2) The subjects are in a modular format and subject to varying start and stop time. 
Additionally, all of the subjects are integrated.

The initial training program will be supervised by various members of the corporate Operations 
Team, depending on the territory the new Franchise Owner is entering. Orientation and 
graduation are facilitated directly by the VR-eTOpe-r-atkm-sCbief Operating Officer, and the 2-1/2 
week program will also have involvement by either of the Directors of Operations.

The training program will be conducted at one of e«r--2a5erpomte-training'refkaufaate4R-Gek>fat^ 
S-B-Fingsrthe 18 afliliate-owned HiiHot Restaurants listed above. The Management Team of the 
training restaurant will have daily interaction with new franchise owners and will coordinate all 
of the employee position training with qualified trainers in each role. Each trainer will have 
been certified by us to provide outstanding training leadership and have been hand selected to 
lead this important function. Also included in this new Franchise Owner training will be a full 
day of Marketing Training and a full day of higher level POS programming and overview. These 
additional sessions will be facilitated by the Director of Marketing and the Corporate Operations 
Manager respectively.

The leadership profiles for all of the trainers are outlined below:

Chief Operating Officer, Jeff Martin: Jeff brings over 30 years of experience within the 
restaurant industry in multiple roles. He joined HuHot in April of 2010 after departing Seattle 
based Restaurants Unlimited as Vice President of Operations and Brand Leader. His tenure with 
RUl was 23 years.

Regional Director of Operations, Dave Leavy: Dave joined the HuHot Team in the summer of 
2010. Prior to joining our team, Dave was an Operations Specialist with Quizno's corporate and 
also has strong management experience with Applebee's and Domino's Pizza.

VP of Marketing, Stephanie Krause: Stephanie oversees the entire Marketing Department and 
has a high degree of marketing experience with Quizno's corporate, Panera feeadsBread and the 
Denver based Integer Group, specializing in brand marketing and retail promotions. She has 
been a part of the HuHot team since early in 2010.

Additional Training Programs. We may also provide refresher and supplemental 
training programs; however, none are planned at this time. You must attend the refresher or
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supplemental training programs. You must pay for your own transportation and living expenses 
in attending training.

Regional or National Conventions. We may conduct regional or national conventions, 
which may or may not include refresher or supplemental training. You must pay for your own 
transportation and living expenses in attending conventions.

The remainder of this page is left blank intentionally.
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Item 12 
TERRITORY

Unit Franchise Agreement (Traditional and Express')

The Franchise Agreement will provide you with an exclusive area or territory as agreed 
upon by you and HuHot, within which we may not establish or franchise another HuHot 
Restaurant without your prior written consent (the “Protected Area”). The Protected Area will be 
a minimum of a 1 mile radius from the location of your HuHot Restaurant. You are granted the 
right to conduct a HuHot Restaurant from 1 specified location only. You have no options, rights 
of first refusal or similar rights to acquire additional franchises in any other locations. You may 
not re-locate your HuHot Restaurant to another location without our prior written consent, which 
shall not unreasonably be withheld provided that the proposed new location is within the 
Protected Area granted to you under the Franchise Agreement. We may consider the same factors 
in approving a relocation as in the initial site selection.

HuHot (on behalf of itself and its affiliates) retains the right, in its sole discretion:

(1) to itself operate, or to grant other persons the right to operate, HuHot 
Restaurants at locations, other than in your Protected Area, and on terms and 
conditions as we deem appropriate; and

(2) to sell the products and services authorized for HuHot Restaurants under the 
Marks through such similar and dissimilar channels of distribution (including retail 
or wholesale, through the Internet, by mail order or catalog sales, telemarketing, 
or other direct marketing sales) and under such terms and conditions as HuHot 
deems appropriate (“alternative distribution channels”). You will receive no 
compensation for such sales by HuHot.

(3) to sell the products and services authorized for HuHot Restaurants under 
other trademarks, service marks and commercial symbols through such similar and 
dissimilar channels of distribution (including retail or wholesale, through the 
Internet, by mail order or catalog sales, telemarketing, or other direct marketing 
sales) and under such terms and conditions as HuHot deems appropriate 
(“alternative distribution channels”). You will receive no compensation for such 
sales by HuHot.

You may not use alternative distribution channels (including use of a toll-free number, 
catalog, mail order, web site, or the Internet, or any other computer on-line service) to make sales 
anywhere.

Continuation of your operation at the franchised location is not dependent upon you 
attaining any particular volume or other contingency.
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Any website, e-commerce, Internet, Facebook, Twitter, or other cyberspace application is 
by its very nature a potential encroachment within the protected territory which we grant to you. 
You will receive a limited license for the Internet and certain e-commerce applications according 
to standards, policies and procedures that we establish. We will coordinate all e-commerce, web 
site use, Internet or other cyberspace applications and receive and fill orders for merchandise and 
refer customers according to the standards, policies and procedures that we establish. You must 
participate in all programs and promotions we require, including those which are described as 
mandatory in the Manual.

The remainder of this page is JeA blank intentionally.
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Item 13
TRADEMARKS

Under the Franchise Agreement, we grant you the right to use the service mark “HuHot 
Mongolian Grill” plus design, and other trademarks, service marks and commercial symbols as 
we authorize (collectively, the “Marks”). All required affidavits have been filed.

The service mark “HuHot Mongolian Grill” was registered on the Principal Register of the 
U.S. Patent and Trademark Office ("USPTO") on July 30, 2002, Registration #2602631.

The service mark “HUHOT” was registered on the Principal Register of the U.S. Patent and 
Trademark Office ("USPTO") on February 2, 2010, Registration #3744576.

The service mark “Conquer Your Hunger” was registered on the Principal Register of the 
USPTO on February 3, 2009, Registration #3,569,687.

The face design accompanying the service mark “HuHot Mongolian Grill” was registered 
on the Principal Register of the USPTO on July 30, 2002, Registration #2602630.

The HuHot stylized chopstick design accompanying the service mark “HuHot Mongolian 
Grill” was registered on the Principal Register of the USPTO on November 14, 2006, 
Registration #3170802.

The service mark “How Do You HuHot?” was registered on the Principal Register of the 
USPTO on June 30, 2009, Registration #3648329.

The service mark “Not-So-Sweet & Sour” was registered on the Principal Register of the 
USPTO on December 29, 2009, Registration #3730625.

The service mark “Bum-Your-Village Barbeque” was registered on the Principal Register 
of the USPTO on December 14, 2010, Registration #3889791.

The service mark “Kung Pao... Yow!” was registered on the Principal Register of the 
USPTO on December 14, 2010, Registration #3889792.

The service mark “Bekter’s Ginger” was registered on the Principal Register of the USPTO 
on December 14, 2010, Registration #3890329.

The service mai'k “Create. Feast. Repeat.” was registered on the Principal Register of the 
USPTO on November 29, 2011, Registration #4063425.

The service mark “Five Village Fire Szechuan” was registered on the Principal Register of 
the USPTO on June 5, 2012, Registration #4152761.
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An application to register the service mark “NuHu Mongolian Express” was filed with the 
USPTO on August 2, 2013, Serial #86027512. It was published for opposition on January 21, 
2014. The Statement of Use was filed with the USPTO on March 4, 2015. By not having a 
federally registered trademark for this Mark, we do not have certain presumptive legal rights 
granted by a registration.

There are no effective material determinations of the United States Patent and Trademark 
Office, the Trademark Trial and Appeal Board, or any state trademark administrator or court, any 
pending interference, opposition, or cancellation proceedings involving any of the above- 
referenced Trademarks. There are no agreements currently in effect that significantly limit our 
rights to use or license the use of the Trademarks listed in this section in a manner material to 
you. There are no infringing uses or superior previous rights known to us that can materially 
affect your use of the Trademarks in this state of any other state in which the franchised business 
is to be located. There is no pending material federal or state court litigation regarding our use 
or ownership rights in any Trademark.

We are also conducting preliminary trademark searches for the names of our twelve 
prepared sauces. When these searches are complete we will pursue service mark registrations Tor 
those names that have a better than fair chance of being available for registration. We hope to 
complete this process by the end of 2013.

We have the right to require you to use new marks and to discontinue or modify your use of 
£iny name or commercial symbol. If it becomes advisable at any time, in our sole discretion, for you 
to modify or discontinue use of any Mark and/or use one or more additional or substitute 
trademarks or service marks, you must do so within a reasonable time after notice by us. In the 
event we require you to discontinue the use of any name or commercial symbol and to use a 
substitute mark or commercial symbol, our sole obligation will be to reimburse you your out-of- 
pocket expenses of complying with this obligation.

Under the Franchise Agreement, you acknowledge that your right to use the Marks is 
derived solely from the Franchise Agreement and is limited to the conduct of the Restaurant in 
compliance with the Franchise Agreement and all applicable standards and operating procedures 
prescribed by us. Any unauthorized use of the Marks by you constitutes an infringement of our 
rights in and to the Marks. You agree that your use of the Marks and any goodwill established 
thereby inure to the exclusive benefit of HuHot, and you acknowledge that the Franchise 
Agreement does not confer any goodwill or other interests in the Marks upon you. You may not at 
any time during the term of the Franchise Agreement, or after its termination or expiration, contest 
the validity of ownership of any of the marks or assist any others in contesting the validity or 
ownership of any of the Marks.

You must use the Marks as the sole identification of the Restaurant, but you must identify 
yourself as the independent owner in the manner prescribed by us. You may not use any mark as 
part of any corporate or trade name or with any prefix, suffix or other modifying words, nicknames, 
terms, designs or symbols, or in any modified form (including, without limitation, any local or
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special adaptations or artistic variations of any of the Marks), nor may you use any Mark in 
connection with the sale of any unauthorized product or service or in any other manner not 
expressly authorized in writing by us. We have obtained the rights to the domain name 
"HuHot.com." You agree not to register the Marks on the Internet or any other computer on-line 
service, and you must obtain our prior written approval before your use of the Marks on the Internet 
or on-line service. You must display the Marks prominently and in the manner prescribed by us on 
signs, forms, and other materials and articles. Further, you must give notices of trademark or service 
mark ownership or registration and copyrights as we specify and to obtain fictitious or assumed 
name registrations as may be required under applicable law. Any and all uses of the Marks will be 
subject to our prior written approval, and a request for approval will include information and 
samples as we may require. You may not use the name “HuHot Mongolian Grill,” “HuHot” or a 
derivative thereof in your corporate or other formal name.

Under the Franchise Agreement you must notify us immediately in writing of any apparent 
infringement of or challenge to your use of any of the Marks, or claim by any person other than 
HuHot or its affiliates or franchisees of any rights in any of the Marks or any similar trade name, 
trademark or service mark of which you become aware. You may not communicate with any 
person other than HuHot and its counsel in connection with an infringement challenge or claim. 
We have sole discretion to take whatever action we deem appropriate and the right to control 
exclusively any litigation, USPTO proceeding or any other administrative proceeding arising out of 
any infringement, challenge or claim or otherwise relating to any Mark. You further agree under the 
Franchise Agreement to sign any and all instruments and documents, render assistance and do 
whatever may be necessary or advisable to protect and maintain the interests of HuHot in any 
litigation, USPTO proceeding or other administrative proceedings or otherwise to protect and 
maintain the interests of HuHot in the Marks.

We will indemnify you against and reimburse you for all direct, but not consequential 
(including loss of revenue and/or profits), damages for which you are held liable in any proceedings 
arising out of the use of any Mark in compliance with the Franchise Agreement, and for all costs 
reasonably incurred by you in the defense of any claim brought against it or in any proceeding in 
which you are named as a paity, provided that you have duly notified us of the claim or proceeding 
and have otherwise complied with the Franchise Agreement.

The remainder of this page is leTt blank intentionally.
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Item 14
PATENTS. COPYRIGHTS AND PROPRIETARY INFORMATION

Except as noted below, we do not own any rights in or to any patents or copyrights which 
are material to the Franchise. We claim copyrights in its Operations Manual and any other 
manuals we furnish (currently in progress is our Development Manual), and related materials 
used in the operation of the Franchise. Our copyrights have not been registered with the United 
States Registrar of Copyrights but have been protected under the copyright laws of the United 
States by virtue of HuHot and its affdiates placing the appropriate notice of copyright on these 
items. You may use the Manuals and materials during the term of your Franchise Agreement.

There are currently no effective determinations of the United States Copyright Office or 
any court regarding any of our copyrights, nor are there any currently effective agreements 
between us and third parties pertaining to our copyrights that will or may significantly limit your 
use of our copyrighted materials. Furthermore, there are no infringing uses actually known to us 
which could materially affect your use of the copyrighted materials in any state where the Franchise 
is to be located. We are not obligated under any agreement to protect our copyrights or to defend 
you against claims arising out of the use of copyrighted items.

To preserve and enhance the reputation and goodwill associated with our Marks, and to 
maintain uniform standards of operation for franchisees, you must operate the Franchise in full 
compliance with the Operations Manual and Development Manual, as amended. You also 
understand that the Manuals and other training and operational aids contain certain proprietary 
and confidential information and remain our property. There will be no duplication or any 
disclosure of the proprietary and confidential information, except to your employees on a need- 
to-know basis, and you must take all reasonable precautions we prescribe to prevent 
unauthorized use or disclosure of our proprietary information. You must keep copies of the 
Manuals current by inserting the updates we furnish on an ongoing basis, and, in the event of any 
dispute as to Manuals' contents, our master copy shall control.

The remainder of this page is left blank intentionally.
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Item 15
OBLIGATION OF FRANCHISEE TO PARTICIPATE 

IN THE ACTUAL OPERATION OF THE FRANCHISE BUSINESS

We require Franchisees aid Aiea De\etepas -to be a legal entity (corporation, limited liability 
company, or partnership), referred to as “Entity.”

Unit Franchise Agreement (both Traditional and Express)

We require that at least one of the owners of the Entity supervise the overall operation of 
your franchised business, but not necessarily personally manage or directly supervise the 
Restaurant. The Restaurant must be directly supervised “on-premises” by a manager who has 
completed our training program and who has significant restaurant experience. The on-premises 
manager may not have an interest in or business relationship with any of our business 
competitors. The manager need not have an ownership interest in the Franchise or in a corporate 
or partnership franchisee. The manager must sign a Confidentiality and Non-Competition 
Agreement (attached as Exhibit C) to maintain confidentiality of the trade secrets described in 
Item 14 and to conform with the covenants not to compete described in Item 17. If the direct 
supervisor of the Restaurant does not have an ownership interest in Franchisee or the Restaurant, 
someone with an ownership interest must complete our owner’s training program that 
incorporates portions of our initial training program.

AreaUevekinment-Agr-ee-aie-M

---------We dci-net-FequH'e-yeU't<>--ex-eFf y efferti>4e-yeur-4>14igations-m
l4eveleBHient -AgreeineH:tr¥eu Personal Guarantv

must 'supervise'the develepment-and operations of I ltd lot RestaurantS'franchised under' the Area 
Bevelepment Agreement, but need not be engaged in the^ day-4e' day---e|!)eFationfv'ef any-s 
Restaurant.

l:Tanchisee must furnish us a certification, signed bv an authorized officer of the 
Franchisee entity, atte.sting to the identity of all the equity owners of the Franchisee entity. The 
certification must be revised as necessar\^ to reflect anv changes in tlie ownership of the 
Franchisee entity.

All persons who own an equity interest in the Entity that is the Franchisee or -the.Area
Devele|ie:r-must sign the Guaranty and Assumption of Obligations attached as Rider C to the 
Franchise Agreement

If your spouse is involved in the franchised business, then the spouse of Franchisee, or if
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Franchisee of a legal entity, the spouse of any owner, must execute the Guaranty and Assumption 
of Obligations attached as Rider C to the Franchise Agreement as if each spouse were 
original party to this Agreement in his or her individual capacity. Franchisor shall make the final 
determination whether a spouse of Franchisee or of an owner of Franchisee must sign the 
Guaranty and Exhibit -G-te the Area-IDevelopnrent AgreementT-Assumntion of Obligations.

The remainder of this page is led blank intentionally.
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Item 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

You are not permitted to sell, distribute or use any products or other items not approved 
by us for the uniform operation of all HuHot Restaurants, and your premises may not be used for 
any business purpose other than the operation of the Restaurant as authorized by us, except as we 
permit in writing. You must sell all goods and services we authorize. We have the right to add 
additional authorized services and products that you must offer. There are no limits on our rights 
to make product or service changes.

The remainder of this page is Jeit blank intentionally.
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Item 17
RENEWAL. TERMINATION. TRANSFER AND DISPUTE RESOLUTION 

THE FRANCHISE RELATIONSHIP

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

Unit Franchise Agreement (both Traditional and Express) 

P’Provisioti

■
Provision ,n

Auivcmcn

SimiiiKiN

a. Length of the 
franchise term

ill liii
Paragraph 2.a

ill■*
ir

■III

■:ill
9i*

imim

ill

15 years.

b. Renewal or extension Paragraph 2.b 
of the term

If you are in good standing, you can acquire a successor 
franchise for successive 5 year terms on the then-current
terms

c. Requirements for Paragraph 2.b
Franchisee to renew or 
extend

d. Termination by 
Franchisee

Section 15

Maintain premises or secure substitute premises, remodel, 
sign new agreement and other documents and sign release, 
and upgrade to then-current standards of decor, equipment, 
and product offerings. The renewal agreement may contain 
materially different terms and conditions than your original 
contract, but the royalty fee will not be greater than the 
royalty fee that we then impose on similarly-situated 
renewing franchisees

Breach by us, you in compliance

e. Termination by 
Franchisor without
cause

None in Franchise 
Agreement

We cannot terminate your Franchise Agreement without
cause

f Termination by Section 16
Franchisor with cause

g. “Cause” defined - 
curable defaults

Section 16.b

We can terminate only if you commit any 1 of several listed 
violations

You have 10 days for monetary defaults, and 30 days for all 
defaults not listed in Paragraph 16.a.
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Provision

ii
Provision in
I-ranchise
Agreement

h. “Cause” defined non- 
curable defaults

Section 16.a

i. Franchisee’s 
obligations on 
termination/non­
renewal

j. Assignment of 
contract by Franchisor

k. “Transfer” by
Franchisee - 
definition

l. Franchisor’s approval 
of transfer by 
Franchisee

m. Conditions for 
Franchisor’s approval 
of transfer

Section 17

Paragraph 14.a 

Paragraph 14.b

Paragraph 14.b

Paragraph 14.b

n. Franchisor’s right of Paragraph 14.e 
first refusal to acquire 
Franchisee’s business

0. Franchisor’s option to Paragraph 17.f 
purchase Franchisee’s 
business

Summarv

jIb si-

Hill ■II
iiili iiiiIfi

You have no right to cure the following defaults for which 
your franchise may be immediately terminated: Failure to 
open Restaurant within 16 months of agreement; failure to 
complete initial training, abandonment; conviction of 
felony; unauthorized transfers; unauthorized use or 
disclosure of confidential information or Operations 
Manual; unauthorized use of Marks, creation of a threat to 
public health or safety; repeated defaults (even if cured); 
unapproved transfer upon your death or permanent 
incapacity; failure to comply with covenants in Paragraph 
9.f; termination of other agreement between HuFlot and you.

Pay outstanding amounts, complete de-identification, return 
confidential information, covenant not to compete, 
continuing obligations, FIuHofs option to purchase.

No restrictions on our right to assign

Includes transfer of any interest in Franchise Agreement, 
assets or ownership change in your corporation, partner-ship 
.or limited liability company

We have right to approve all transfers, but will not 
unreasonably withhold consent.

Transferee qualifies, all obligations assumed by transferee, 
all amounts due us are paid, transferee completes training, 
transfer fee paid, general release signed, you must guarantee 
performance and obligations of transferee at our election, 
transferee signs, at our sole discretion, either: (a) our 
assignment and assumption agreement or (b) our then- 
current franchise agreement, which may contain materially 
different terms than your Franchise Agreement

We can match any offer for your business or an ownership 
interest in you

We can purchase tangible assets, assignment of all licenses 
and permits, on termination or expiration for the formula 
price described in the Franchise Agreement
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p. Death or disability of Paragraph 14.c 
Franchisee

q. Non-competition 
covenants during the 
term of the franchise

r. Non-competition 
covenants after the 
franchise is terminated 
or expires

s. Modification of the 
agreement

t. Integration/merger 
clause

Paragraph 9.f

Paragraph 17.d

Franchise or ownership interest in you must be assigned to 
approved buyer within 6 months

No involvement in competing business anywhere

No competing business for 2 years within 50 miles of your 
Restaurant or within 10 miles of any other FluHot 
Restaurant (same restrictions after assignment)

Paragraph 19.b and No modifications generally, but Operations Manual, and 
standards and specifications subject to change19.i

Paragraph 19.J

u. Dispute resolution by Paragraph 19.1 
arbitration or 
mediation

V. Choice of forum 

w. Choice of law

Paragraph 19.e 

Paragraph 19.e

Only the terms of the Franchise Agreement and other 
related agreements are binding (subject to applicable state 
law). Any representations or promises outside of the 
disclosure document and Franchise Agreement may not be 
enforceable.

In accordance with the commercial arbitration rules of the 
American Arbitration Association in Missoula, Montana

Litigation must be in Montana (subject to state law; see 
Exhibit J, State Addendum)
Governed by Montana law except when U.S. Trademark 
Act or other federal law governs, subject to state law, see 
Exhibit J, State Addendum

The remainder of this page is left blank intentionally.
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Provision

liHlft&'S'

a-.—Lengtii of the ;\rea 
Pevelopment 
Agreement term

Pmv-isien jn Area Summary

Paragraph 3.a

MHssS

■P
illililiCi

fh^—Renewal or extension >jot applicable 
i of th e-term

€■;—Requirements for
Franchisee to renew or 
extend

>Jot applicable

4—Termination b>
Franchisee

er.—Termination bv
ft-anchisor without 

~ eause
|T—Termination by

Franchisor with cause 

--Gause” defined
eurable defaults

Net applicable

Section 8 

Seet-ien-8

,Fengthof Development PerietT-waries

Net-applicable 

Not applicable

Breach by-us, you-in compliance

We cannot terminate your Area-Development Agreement 
without cause

■We can terminate only if you commit any-l-efse\eral listed 
violations

-¥eu have ■■fQ'days for monetarx- defaults, and 30 days for all 
defaults not listed in Paragraph 8.

h. "CaesNNjefmed-
non curable defaults

h—Franchisee's
ebligations en 
termination/non 
renewal 
7\ssignment of
eentract by Franchisor

wF-ransfer'’ by 
Franchisee— 
definition
F ra n c h i sor ’sap pro\~al WA. (Section 1 4 of

^tion 8

■Section 9

WA. (Section 11 of
Franchise

■Agreement)
-?.A. (Section H of
Franchise
Agreement)

ef transfer b) 
■Franehisee

Franchise
Agreement)

¥eu^ have no I'ight to cure the folkwa'ng defaults for which 
your franchise ma\- be immediatel)' terminated: Breach of 
Franchise Agreemontyfailure to meet Minimum 
development Quota

■Loss of R-ights to open multiple Restaurants, loss of 
exclusive territory

No restrictions on our right to assign

Includes transfer of any interest in Arcn^Development 
Agreement assets or ownership change in your corporation, 
partner ship or limited liabiliw compain'
W'e have right to approv'e all transfers, but \^'iH not 
iinrensonabl)' withhold consent.
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" .pfevisioR-in.Ai-ea' '

fg|i111

fftr -CeHdkioMs-feF
Fra-BelHseF-s apprevat 
e^^-traHsfe-F

ft:—FfaB€biseF-s-Fi»ht-ef
fiFst-refiifial-te acq-HH-e 
F r anc h i see’s ■■ b ii s mess

k>^—Franchisor^) option to 
I purchase Franchisee’s
j business

Death or-disabilitv of
FFa-HeF+see

q-;—coi-ftpetition
covenants during the 
temi of the fi'ancFise

aa^reement
F—Integration/merger 

clause

-l/hoice'ef law

A-A-:4Seetien 11 of
FFanchise

■Agreement)

Non competition 
eevenanteafter tl>e 
franehise-is terminated 
<»F-exp'iFe&

■■■MtKlittcation of th-e

7-rA-:--(SeetHien---l-4.&7
eFFranctHse
Agreenie-nt)

7.a. (Section 17.f. 
of Franchise 
A-gfeematf)
?';A. (Section 1/1.c. 
of Franchise 
Agreement)
Not applicable

Paragraph 9.C.

AA

AA.

tn—Dispute resolution—by AA 
arbitration or 
mediation

—Ghoice o-f forum AAr

ill
;ii

I ili 4A
■T-ransfeiee q-tha-li'fies, -atF-0bliga-ti-e-HS'as&tnned'b>Aransfer-ee-. 
all 'amounts dne tis are ^paid, tran&feree-cofflpleteS 'trainiHg-. 
transfer fee patch,-geneFaF release-Agned. >'ou must-guarantee 
performance and obligations of transferee at our election; 
transferee signS', at our -sole disct^etten,-either: (■a) our 
assign-inent and-assumption agreement■nf-(■b)■Ol^r ■then■ 
e■l^FFent area development-agreement., whi-eh inay -eentain- 
HtateFi-aH-y--d--rtteFet-t-FterfflS-tha-tr-y-e-ur---^\r-ea--F)e-ve-lopm-ent 
A-greeinen-t

■We-ean match an\' offer for yen-r-bn-s-rness or an-ownership 
■intei'est in yon

We can purchase tangible assets, assignment of-all licenses 
and permits, on termination or expiiution for the formula 
price described in the Area Development Agreement 
Development rights or-ewnerslnp interest in yen- must be 
assigned to approved %uyer within 6 months

Covered in Franchise Agreement

No competing business for 2 years within Exclusive Area

No modifications generally, but Operations Manual, and 
standards and-specifietttions subject to -ehange

Q-n-ly the ternts of theAri-e-a -Development Agreement arc
binding (subject to applicable Aate-hnv)-.Any

■representatiotts-er proffl-i-ses outside of the discle-s-ure 
document andA-rea Development--Agree-ment may-not be 
enforceable.
In accordance-with the-commereial arbitration rules of the 
American Arbitration-Association in Missoula. Montana

Fitigation must be in Montana-fsu-bjectAv.state-l-a-w; see
Exhibit .1, State Addeitdtfm)

Cioverned by Mont-an-a-4a-w-except when -U.S. Trademark 
Act or othei- federal law-governs, subject to state law, see 
Exhibit J. State Addendum
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Preliminary Agreement

Provision
Provision in Preliminar> 
Agreement

a. Length of the 
Preliminaiy 
Agreement term

Paragraph 3 90 days

b. Renewal or 
extension

Not applicable Not applicable

c. Termination by 
Franchisee

Paragraph 8 You may withdraw your application for a franchise during term 
of agreement; refundability of the deposit depends on when you 
withdraw your application

d. Tennination by 
Franchisor

Paragraph 9 If you fail to select a site we approve and/or you fail to sign a
Franchise Agreement within 90 of date of Preliminary
Agreement, we may tenninate the agreement

e. Assignment by 
Franchisee

Paragraph 11 You may not assign agreement
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Item 18

PUBLIC FIGURES

We do not use any public figure to promote its 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.

The following represents the actual sales, expenses and net income for 20163W4 for the
company-owned HuHot Mongolian Grill Restaurant, operated in A-^^hwau-benon..(Green
BayMidclleion (Madison'). Wisconsin. The owner is Mongolian Grill Restaurants Operating 
Company, LLC, a fully-owned subsidiary of MGR, of which the Franchisor is also a fully-owned 
subsidiary. Based on that relationship, we consider the Gfeen-BavMadison restaurant to be 
company-owned. The revenues and expenses are actual numbers from this store, but we did not 
include interest, depreciation, amortization, income taxes, debt service, and owner’s draw. In 
addition, you will incur expenses that company-owned Restaurants do not incur. We are not 
saying that you can expect to achieve these sales or profits in your first year, or at any time. Your 
revenues and expenses will vary significantly depending on a number of factors, including the 
location of your store and how you operate your business.

The HuHot Mongolian Grill Restaurant in Green-B-av-Madisoii. Wisconsin, for which the 
financial performance representations are provided, is substantially identical to the HuHot 
Restaurant concept being offered to you. The restaurant for which financial performance 
representations are being furnished is located in a big-bexsmall strip center in the V411-a-geCitv of
AshwattbenenMiddleton. Wisconsin (part of the Green.BayMad ison. Wisconsin Metropolitan
Statistical Area). The Green.Ba-vMadison Metropolitan Statistical Area, as defined by the U.S.
Office of Management and Budget, has an estimated population of approximately 496569.000 
people. The HuHot Mongolian Grill Restaurant is approximately 5.-800500 square feet in area 
with seating for T86175 customers, and has the same menu items that we require you to offer. 
The restaurant opened in -209-72008. so these figures are from its 8'*’ full calendar year of
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operations. This location was selected for disclosure because of our company-owned locations it 
has sales closest to our system average sales (including affiliate-owned and franchisee-owned).

GrorrS-RevemieGi'oss Revenue
.Meals $1,265,049
.A,|.ipetizers 43.363
Desserts 19.366
Soft Beveraaes 153.046
Alcoholic Beveraaes 41.298

Total Gross Revenue 1.524.122

C'ost of Goods Sold
Meals 329,690
-Appetizei's 11.448
Desserts 9,131
Soft Beveraaes 32.391
Alcoliolic Beveraaes 12.731

Total CGS 395,391

Gross Id'ofit 1.128,731

Expenses - Personnel
Manaaernent Salaries 113.272
J lourlv Labor 250.728
Cleanina Services 1.124
.Payroll Taxes & Insurance 77.674
Employee Benefits 7.473

Total Personnel 450.271

Expenses.Operatina
Smallvvares 9.375
Paoer 21.126
Cleanina SuDolies 16-781
Towels & I.,aunclr\' 9,222
Telephone 2.766
Online Services 6.052
Utilities 51.171
Uniforms 3.097
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Expenses - Advertising 
Radio & TV 
Online
Primed Media 
Direct Mail
HuHot Marketing Fund 
Misc
Adjust to 3% Requirement’’

__Total Advertising Expenses

Q
3.611 
4.252 
4.646 
7.620 
2.775 

22.819

45J23

Expense.s - Occupancy 
Space Rental 
NN'N

Total Occupancy Expenses

Net Income
Maint. & Repair - Bldg. & Equip
HuHot Rovaitv Fee
Taxes & Licenses
Liability Insurance
Bank Charges
Training
Shipping
Misc

'Total Operating Expenses

Meals

Desserts
Seft-Beverages

58

134.787
43.902

178.689

$175.350
31.359
76.206

7.426
5.510

28.715
1.217
1.327
3.340

274.690

$1.705028
74^

2’^S-352
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Gest of Geeds Sold

Gross Profit 

Expenses—Personnel

Expenses—Operating

isxpenses—Ativertising

A ieel^elie' B eve rages 
-----^eta[Gress-.R-&vetwe

Meats
A|.?petizers 
Desserts 
SoE-Beverages 
Ateehe-tie- Beverai
-----Totai-GGS

Management Salaries 
Hourly Labor 
Cleaning-Services 
Payr-ell Taxes & Insurance

—Total Personnel

SmaHwares
Qfjerating-Supplies
Paper
Gleaning-Siipplies
Towels-& Laundry'

■Telephone
TWGableMiisic
Utilities
Uni'Forms
Maim. & Repair—B14gT-&'Eqa-ip
HiAlet --ReyaIty Fee
Taxea^^^Meenses
Liability Insumnco
BankGharges
Mise
—Tetal-Operatlng'Ex-penses

RadiO'&TV
Online
Printert-Media 
Direct Mail
HiiTlet-Marketi n g F und 
■Mise

2,Q88,'LR9

4^9,m 

94m 

TATb3

1,5IT97?

129,21 I
■0^0 ^'7 7
“A
97rlP2

■199,763

IL6TT
-W156

AEMT
26^
9^
4S94
-E7TT

63^
TMT6

49^
4P4M2T

7tL34
G83P

MATS
4MT83

MA493

0
T9AM

4A90
A9TP

Mm
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Expenses—Qecupancy

Adjnst-te'3% Requirement 
—Tetel-Adveitising-Expenses

Space Rental 
NNN
----Eota I O c c tj paney ■ Expen 5

Net Ineeme

1 O < 10 0

1-50:19S

$4S1.874-

® Company-owned Restaurants do not necessarily pay the same royalty fees that franchisees pay. 
This Green-BavMadison Restaurant pays 4% royalty, but we are showing the royalty at 5%, since 
that is the percentage new franchisees pay.

’’ This Green BavMadison Restaurant actually spent less than 3% on marketing, but we adjusted 

the marketing expense to equal 3%, which is what new franchisees are required to spend.

The following material assumptions and bases for the un-audited sales information and 
food and labor cost percentages apply to the information for the Green BavMadison. Wisconsin 
location only:

1. The “gross revenues” reported above correspond to the definition of “gross 
revenues” in the HuHot Mongolian Grills, L.L.C. Franchise Agreement attached to this franchise 
disclosure document. “Gross revenues” does not include sales taxes, customer refunds or 
promotional rebates paid or given by HuHot Mongolian Grill.

2. Costs of Goods Sold figures include sales taxes and shipping, of all food, 
ingredients, soft and alcoholic beverages, paper goods and logo-ed items as t-shirts and caps and 
other items sold at retail in the restaurant.

3. The Net Income reported above is only related to restaurant level activities. 
Mongolian Grill Restaurant Operating Company, LLC incurs office salaries for employees 
performing supervisory, bookkeeping and other administrative functions for the HuHot 
Mongolian Grill Restaurants. The labor costs associated with these employees are not included in 
the costs from which the labor cost percentage is calculated for HuHot Mongolian Grill. In your 
HuHot franchised Restaurant, those functions could be performed by you, a manager or outside 
accounting or bookkeeping service. If these functions are not performed by you or by someone 
else whose salary is already included in your expenses, you will incur additional costs to have 
these function performed.

4. Mongolian Grill Restaurant Operating Company, LLC also owns 1 other 
HuHot Mongolian Grill restaurants located in Wisconsin, Colorado. Monttma. Indiana and Utahr 
One of them was not open forHhe eirtire yem-54-14.
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5. Of the g-11. company-owned Restaurants open for the entire year of 2016. 
or 2436% attained the Total Gross Revenues of $2.088-;4991.524., 122 for Green 

BavMadison in 20162&I4. Of the ^11 company-owned Restaurants, 25, or 2545% attained 
Green Bav'sMadison^s Gross Profit of $T54T977128J31 in 2016mS. Of the -811 company- 
owned Restaurants 25, or 2545% attained Green—B-a't^'sMadison's Net Income of 
$484821-175350 in 20162W#.

6. Of the 408 affiliate-owned Restaurants open for the entire year of 2016. 234414? 
4i^, or 4025% attained the Total Gross Revenues of $2tQ88;-49-9-1.524.122 in 20163044. We do 
not have the Gross Profit or Net Income figures for affiliate-owned Restaurants.

- 7. Of the 3238 franchisee-owned RestaurantST^fiA-u open for the entire year of 2016.
21, or 2055% attained the Total Gross Revenues of $2-088;4991,524,122 in 20163044. We do 
not have the Gross Profit or Net Income figures for franchisee-owned Restaurants.

The remainder of this page is led blank intentionally.
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On this page are the ranges of actual gross revenues in 2016S@44’ of ^38 franchised and -1-^19 affiliate-owned HuHot Restaurants. 
HuHot Restaurants that were not open for all of 2016SQ4# are not included in this data.

Ranges of Annual Gross Revenues. Number and Percentages of Restaurants Attaining Range, and Average Annual Gross 
Revenues in 201of §457 HuHot Restaurants (3738 Franchised and fSl9 Affiliate-Ovmed)

An

Column 1

nual Gross Revenues

Column 2

# Franchisees 
Within Ranee

Column 3

# of Franchised 
Units

Attaining Range

Column 4

% of Franchised 
Units

Attaining Range

Column 5

# Affiliate-Owned 
Units within Range

Column 6

# of Affiliate- 
owned Units 

Attaining Range

Column 7

% of Affiliate- 
owned Units 

Attaining Range

$3,000,000 and over 2 2 5% 0 0 0
$2,500,000 -2,999,999 75 4713% +0, +0 O%0
$2,900,000-2,500,000 07 +4.12 4432% 2 3 4711%
$1,1500,000-1,999,999 89 21 47.55% 46. 8 4442%
$1,000,000- 1,499,999 +513, 7+3.4 89% 89 -+0I.7 8889%
$500,000-999,999 4 4738 100% 2 +8.19 100%
Total Units 4738. 18
Average Sales $1.79f9-57^729.338 16 attained 4442% attained $1.63(H43 7-456.380 010 attained 4453% attained

average average average average
Mddian Sales $1,575,228" 19 attained 50% attained $1,460,044'* 10 attained 53% attained

i median median median median

' Average Gross Revenues of the ^38 franchised stores open all of 20165#44.
^ Average Gross Revenues of the -1-819 affiliate-owned stores open all of 2016.
'Median Gross Revenues of the 38 franchised stores open all of 2016.

Median Gross Revenues of the 19 affiliate-owned stores open all of 2016Sftf».

Columns 2, 3, and 4 disclose franchisee-owned restaurants; Columns 5, 6 and 7 disclose affiliate-owned restaurants

Annual Gross Revenues based on the 12 month data through December 31, 201684314=. All of these HuHot restaurants offer 
substantially the same products and services as will be offered from future franchised restaurants. Other than the ownership of the 
restaurants, there were no material differences in the franchised outlets from the affiliate-owned outlets.
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Company-owned and affiliate-owned restaurants do not necessarily pay the same royalty fees that franchisees pay.
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Material Bases and Assumptions

The Restaurants represented in the Gross Revenues Table above are substantially similar to the 
concept being offered to you.

The Gross Revenues are NOT net of costs of goods sold or other operating expenses. We have 
not provided information regarding costs and expenses because we do not regularly collect that 
data from franchisees and do not operate enough company-owned restaurants from which we 
could present reliable figures.

The Gross Revenue figures in this Item 19 do not reflect the cost of sales, operating expenses, or 
other costs or expenses that must be deducted from the gross revenues figures to obtain your net 
income or profit. You will incur at least the following expenses, and possibly more; inventory, 
labor, occupancy costs, pre-opening expenses, depreciation and amortization, taxes, insurance, 
operating expenses, royalty fees to us, advertising fees to us, other fees to us in the Franchise 
Agreement, professional fees, bank charges, telephone, repairs. All of your expenses will affect the 
operating profit, net income and/or cash flow of your HuHot Restaurant and should be carefully 
considered and evaluated.

These Financial Performance Representation figures do not reflect the actual Gross Revenues 
that you may experience. In addition, your results will vary depending on a number of factors 
which you should consider carefully in evaluating this information and in making my decision to 
purchase a franchise. These factors include: business skills, motivation and effort of the individual 
franchisee and of the franchisee's staff and management; location of your restaurant; market 
conditions; competition; income and demographic characteristics of a particular market area 
(including age, demographics, population density and population turnover); expense variables in a 
particular market; e.g., rent, advertising expense, insurance, and labor cost; level of debt and the 
terms of debt obligations; the degree and quality of competition in a particular market area; number 
of years of operation; as well as conditions generally prevailing in the local and national economy. 
You should conduct an independent investigation of the costs and expenses you will incur in 
operating your franchised business. Franchisees or former franchisees, listed in the Franchise 
Disclosure Document, may be one source of this information.

Some outlets have sold this amount. Your individual results may differ. There is no assurance 
that you’ll sell as much.

Prospective franchisees or sellers of franchises should be advised that no Certified Public 
Accountant has audited these figures or expressed his/her opinion with regard to their content of 
form. The amounts have not been audited or reviewed for reasonableness by independent 
auditors.

The results shown by the Affiliate-owned Restaurants may be positively influenced as a result of 
the owners’ experience.
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Restaurants for which financial performance representations are disclosed in this Item 19 may not 
have necessarily been profitable.

Written substantiation of the data we used in preparing this statement will be made available upon 
reasonable request.

Other than the preceding financial performance representation, HuHot Mongolian Grills, L.L.C. 
does not make any financial performance representations. We also do not authorize our 
employees or representatives to make any such representations either orally or in writing. If you 
are purchasing an existing outlet, however, we may provide you with the 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 Linda Vap, 223 East 
Main St., Missoula, Montana 59802, telephone: (406) 251-4303, the Federal Trade Commission, 
and the appropriate state regulatory agencies.

The remainder of this page is led blank intentionally.
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Item 20

OUTLETS AND FRANCHISEE INFORMATION

Tables 1 through 4 include Traditional Unit and Express Unit franchises. As of the date of this disclosure 
document, there i^are no Express Unit franchises in operation. The figures in Tables 1 - 4 are as of December 
31 for each year.

Table No. 1

Systemwide Outlet Summary
1 For years 304^2014 to 2016304#

Column 1

Outlet Type

Column 2

Year

Column 3

Outlets at the 
Start of the
Year

Column 4

Outlets at the 
End of the
Year

Column 5

Net Change

Franchised 90140042 2437 37 +60
■9015^2444 37 2238 0+1
20+22016 2238 38 +40

Company/Affiliate- 90142042 4217 4219 +2
Owned 901.53044 4219 19 +30

20422016 19 4021 0+2
Total Outlets 20142042 4654 2456 +^2

9015-3044 2456 2657 --------+2+]
2^9016 2657 2259 +22

Table No. 2

Transfers of Outlets from Franchisees to New Owners (other than the Franchisor of
Affiliates)

For years 204^2014 to 204^2016

Column 1 Column 2 Column 3

State Year Number of Transfers
Totals 20142042 0

201.53044 0
2^016 0*
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*T'here was 1 franchisee, who is listed, on Exhibit E-3. which was acquired bv a holding company 
ill early 2016.

Table No. 3

Status Franchised Outlets 
For years 2QU2014 to 301^2016

Col. 1

State

Col. 2

Year

Col. 3

Outlets at 
Start of 
Year

Col. 4

Outlets
Opened

Col. 5

Termi­
nations

Col. 6

Non-
Renewals

Col. 7

Reacquired
by

Franchisor

Col. 8

Ceased
Operations
Other
Reasons

Col. 9

Outlets 
at End 
of the 
Year

Arkansas 2014
2042

1 0 0 0 0 01 40

2015
30+4

40 0 0 0 0 40 0

30+4
2016

0 0 0 0 0 0 0

Indiana

i

2014
30+2

0 0 0 0 0 0 0

2015
30+4

0 0 0 0 0 0 0

1

30+4
2016

0 0 0 0 0 0 0

Iowa 2014
30+2

S0 w 0 0 0 0 9

2015
30+4

9 01 0 0 0 0 910

30+4
2016

910 40 0 0 0 0 10

Kansas 2014
30+2

3 0 0 0 0 0 3

2015
30+4

3 0 0 0 0 0 3

3044
2016

3 0 0 0 0 0 3

Minnesota 2014
3042

1 0 0 0 0 0 1

2015
30+4

1 0 0 0 0 0 1

20+4 1 0 0 0 0 0 1
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Col. 1

State

Col. 2

Year

Col. 3

Outlets at 
Start of 
Year

Col. 4

Outlets
Opened

Col. 5

Termi­
nations

Col. 6

Non-
Renewals

Col. 7

Reacquired

Franchisor

Col. 8

Ceased
Operations
Other
Reasons

Col. 9

Outlets 
at End 
of the 
Year

2016
Missouri 2014

2045
54 40 0 0 0 0 4

Mi
3«4

4 0 0 0 0 0 4

2045
2016

4 0 0 0 0 0 4

Montana 2014
2045

1 0 0 0 0 0 1

2015
S4H4

1 0 0 0 0 0 1

2045
2016

1 0 0 0 0 0 1

Nebraska 2014
2045

45 50 0 0 0 0 5

2015
3044

5 0 0 0 0 0 5

2045
2016

5 0 0 0 0 0 5

North
Carolina

i

2014
2045

1 0 0 0 0 01 40

2015
3044

40 0 0 0 0 40 0

2045
2016

0 0 0 0 0 0 0

North
Dakota

i

2014
2045

■ 2 Oi 0 0 0 0 • 23

2015
3044

23 40 0 0 0 0 3

2045
2016

3 0 0 0 0 0 3

Oklahoma

1

2014
2045

2 0 0 0 0 0 2

2015
3044

2 0 0 0 0 0 2

'3045
2016

2 0 0 0 0 0 2

68
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Col. 1

State

Col. 2

Year

Col. 3

Outlets at 
Start of 
Year

Col. 4

Outlets
Opened

Col. 5

Termi­
nations

Col. 6

Non-
Renewals

Col. 7

Reacquired
by

Franchisor

Col. 8

Ceased
Operations
Other
Reasons

Col. 9

Outlets 
at End 
of the 
Year

South
Carolina

2014 1 01 0 0 0 0 22

2015
34144

+2 w 0 0 0 0 2

0044
2016

2 0 0 0 0 0 2

South
Dakota

2014
3044

33 w 0 0 0 0 3

2015
3444

3 0 0 0 0 0 3

3044
2016

3 0 0 0 0 0 3

Texas 2014
^043

1 0 0 0 0 0 1

2015
^+4

1 0 0 0 0 0 1

3043
2016

1 0 0 0 0 0 1

Utah 2014
3043

01 +0 0 0 0 0 1

2015
34414

1 0 0 0 0 0 1

3043
2016

1 0 0 0 0 0 1

I Wisconsin

1
1

2014
3043

42 4^0 0 0 0 0 2

2015
3044

2 0 0 0 0 0 2

3043
2016

2 0 0 0 0 0 2

"otals 2014
3043

3457 6^2 0 0 0 02 37

2015 37 21 0 0 0 20 3738

3043
2016

335H w 0 0 0 0 38

C:\D0C\C7I6\3244\FDD 2017\FDD2017.004 multislate redlined from FDD2016.003 multistate.docx



-^--■Pttfebased-IVonwVffili^ ^̂
±*....§..-^»|3e,fje4....[ee.a.tions and 1 pui'ebas€4fe>m-ffa-Ee:hisor-by--&

Table No. 4
Status of Company/Affiliate-Owned Outlets 

For years 20132014 to 20152016

Col.l Col. 2 Col. 3 Col. 4 Col. 5 Col. 6 Col. 7 Col. 8

State Year Outlets Outlets Outlets Outlets Outlets Outlets
at Start Opened Reacquired Closed Sold to at End
of the From Franchisee of the
Year Franchisee Year

Colorado 20142d4d d6 1 0 0 0 67
20153044 67 40 0 01 0 76
20442016 76 0.1 0 40. 0 67

Indiana 20142044 2 0 0 0 0 2
20153044 2 0 0 0 0 2
20442016 2 0 0 0 0 2

Montana 20142044 2 0 0 0 0 2
20153044 2 0 0 0 0 2
20442016 2 0 0 0 0 2

Utah 20142044 02 20 0 0 0 2
20152044 2 0 0 0 0 2
20442016 2 0 0 0 0 2

Washington 20142444 1 0 0 0 0 1
201.53044 1 0 0 0 0 1
20442016 1 0 0 0 0 1

Wisconsin 20442014 54 01 0 0 40 45
20153044 45 1 0 0 0 66
20442016 56 1 0 0 0 67

Totals 20442014 4417 42 0 0 4^0' 4419
20153044 4419 31 0 01 0 19
20442016 19 +2 0 40 0 4921

Mi^ufebasedTr-em AfTiliate

The remainder of this page is lef blank intentionally.
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Table 5

Projected Openings For One-Year Period as of January 1.30142017 
Traditional Unit Franchises

FRANCHISE PROJECTED PROJECTED
STATE AGREEMENTS FRANCHISED NEW COMPANY OR

SIGNED BUT FRANCHISE AFFILIATE OWNED
FRANCHISE BUSINESS BUSINESSES IN THE OPENINGS IN NEXT
NOT OPEN NEXT YEAR YEAR

Arkansas
Arizona i
Colorado T
Indiana
Iowa
Kansas 4-
Minnesota 1
Missouri +
Nebraska
New Jersey
North Carolina
Ohio
Oklahoma
South Carolina
South Dakota
Utah
Virginia
Washington - 1
Wisconsin i ± 21
TOTAL 1 42 42

Ihexmmlnder of this nase is M blank intentionally.
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Table 5

Projected Openings For One-Year Period as of January 1.30442017
Express Unit Franchises

STATE
FRANCHISE 
AGREEMENTS 
SIGNED BUT 
FRANCHISE 
BUSINESS NOT 
OPEN

PROJECTED 
FRANCHISED NEW 
FRANCHISE 
BUSINESSES IN THE 
NEXT YEAR

PROJECTED 
COMPANY OR 
AFFILIATE OWNED 
OPENINGS IN NEXT 
YEAR

ALL STATES 
AND TOTAL

Exhibits E-1 and E-2 list all the franchised outlets (38) and affiliate-owned outlets (19) as 
of December 31, 2CI52016.

Exhibit E-3 lists all franchisees (0) who had an outlet terminated, canceled, not renewed, or 
otherwise voluntarily or involuntarily ceased to do business under the franchise agreement during 
the most recently completed fiscal year or who have not communicated with the franchisor 
within 10 weeks of the issuance date of this Franchise Disclosure Document. There was 1 

I franchisee, who is listed on Exhibit E-3, who tnuisferred-ewnership-of all its outletswiiich was 
I acquired by a holding company in early 2016. That franchisee and, all its HuHot Restaurants 

came under new owiiership. although 2 of tlie owiiers of the acquired company continue to be 
actively involved in the operation md. mmiagement of the restaurants. If you buy this franchise, 
your contact information may be disclosed to other buyers when you leave the franchise system.

In the last 3 fiscal years, we have signed some Addenda with Franchisees requiring that 
the terms of the Addenda remain confidential. In some instances, current and former franchisees 
sign provisions restricting their ability to speak openly about their experience with HuHot 
Mongolian Grills, L.L.C. You may wish to speak with current and former franchisees, but be 
aware that not all of those franchisees will be able to communicate with you.

We have not created, sponsored, or endorsed any franchisee associations. There are no 
franchisee associations that have asked to be disclosed in our Disclosure Document.

72
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Item 21
FINANCIAL STATEMENTS

Attached as Exhibit D are the audited Financial Statements of HuHot as of December 25. 
2016. December 21. 2015, Beeefflfeer-^MW4^and December 29. 201328. 2014. The 
Franchisor’s fiscal year end is the Sunday nearest December 31.

Item 22 
CONTRACTS

Attached as Exhibit A to this Franchise Disclosure Document is the Franchise Agreement 
you will sign.

Attached as Exhibit K to this Franchise Disclosure Document is the Area 
Pevele-gmentPre 1 iminary Agreement you will sign.

---------Attached.as Ex-hihiA.L..to this..Franchise Diselesure -Deeument-..is..the Preliminary
Agreement you will sign.

73

C:\D0C\C7I6\3244\1-DD 2017\FDD20I7.004 multistate redliiied from FDD2016.003 multistate.docx



Item 23 
RECEIPT

You will find copies of a detachable receipt at the very end of this disclosure document.

The remainder of this page is left blank intentionally.
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EXHIBIT A

FRANCHISE AGREEMENT 

between

HUHOT MONGOLIAN GRILLS, EEC 

AND

FRANCHISEE:

DATED:

LOCATION OF RESTAURANT:

A. This Franchise Agreement is for a (check one):

Traditional Unit HuHot Restaurant 

_____  Express Unit HuHot Restaurant
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HUHOT MONGOLIAN GRILLS, L.L.C. 
FRANCHISE AGREEMENT

THIS FRANCHISE AGREEMENT (“Agreement”) with effective date of
(acceptance date by Franchisor), by and between HuHot Mongolian 

Grills, LLC, a Montana limited liability company ("Franchisor," “We,” “Our,” or “Us”), whose 
principal .. address is 223 East Main Street, Missoula, Montana 59802, and
_^■ ("Franchisee” or “You”),
a___corporation orlimited liability, organized in the State of, with
principal address is ________________________________________________

RECITALS:

A. We operate a franchise network to own and operate sit-down restaurants offering 
Asian-style cuisine cooked on a grill, using fresh meats, poultry, fish, seafood, vegetables, and 
home-made sauces, individually selected by the customer (“HuHot Restaurants”). These 
Restaurants will be operated under the service mark "HuHot Mongolian Grills," plus design, and 
such other trademarks, service marks and commercial symbols (collectively "Marks") as we will 
authorize from time to time. Such Restaurants will be operated in accordance with certain 
required formats, systems, methods of food preparation and service, standards and procedures, 
and trade dress, which we may modify from time to time (“System”).

B. There are two (2) models of HuHot Restaurant: “Traditional” and “Express.” A 
“Traditional Unit HuHot Restaurant” is a restaurant in a free-standing building, strip center or mall 
location, which we recommend to be approximately 4,000 to 6,500 square feet with seating 
capacity for 100 to 225 customers. An “Express Unit HuHot Restaurant” is a restaurant in a free­
standing building, strip center or mall location, which we recommend to be approximately 2,000 to 
2,500 square feet with seating capacity for 80 to 100 customers. Both the “Traditional” and the 
“Express” will have a full bar service or with beer and wine service from a service bar.

C. We grant to certain persons who meet our qualifications a franchise ("Franchise") 
to own and operate a HuHot Restaurant utilizirig the Marks and System.

D. You have applied for a license to own and operate a HuHot Restaurant at the 
location described in Rider A to this Agreement. We have approved your application in reliance 
upon all of the representations made therein and in this Agreement. You represent to us, as an 
inducement to our entry into this Agreement, that you have made no misrepresentations in 
obtaining the Franchise herein granted.
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1. GRANT OF FRANCHISE.

a. Grant. Subject to the provisions of this Agreement, we hereby grant to Franchisee a 
franchise ("Franchise”) to operate a HuHot Restaurant in or at the following general location (when 
the exact location is determined, the parties will complete Riders A and B):

and to use the Marks and the System in the operation thereof. Termination or expiration of this 
Agreement shall constitute a termination or expiration of the Franchise. You agree that for the entire 
term of this Agreement you will at all times fairly, honestly and diligently perform your obligations 
hereunder, and that you will continuously exert your best efforts to promote and enhance the 
business of the Restaurant and the goodwill of the Marks.

b. Restrictions Upon Your Channels of Distribution. You are restricted solely to the 
retail sale of products and services authorized to be sold under this Agreement. You are expressly 
prohibited from engaging in the wholesale distribution of products under this Agreement. The rights 
herein granted to you are specifically limited to the operation of business from the Restaurant 
location. You shall not solicit for business, promote the business, and/or offer and sell products sold 
under this Agreement through the use of a toll-free number, catalog, mail order, or the Internet or 
any other computer on-line service (except for online take-out service).

c. Rights Reserved By Franchisor. You further acknowledge that we and our 
affiliates have our own business interests that are not intended to be restricted by this Franchise 
Agreement. Except as expressly provided in this Franchise Agreement, we and our affiliates may 
pursue our own business interests without obligation to, and irrespective of, the impact of our 
actions upon you and your Franchised Business. These rights and actions include, but not by way of 
limitation, the following:

i. to operate, or to grant other persons the right to operate. Restaurants at 
locations, other than in your Protected Area, and on terms and conditions as we deem 
appropriate; and

11. to sell the products and services authorized for HuHot Restaurants under the 
Marks through such similar and dissimilar channels of distribution (including retail or 
wholesale, through the Internet, by mail order or catalog sales, telemarketing, or other direct 
marketing sales) and under such terms and conditions as HuHot deems appropriate 
(“alternative distribution channels”). You will receive no compensation for such sales by 
HuHot.

iii to sell the products and services authorized for HuHot Restaurants under other 
trademarks, service marks and commercial symbols through such similar and dissimilar 
channels of distribution (including retail or wholesale, through the Internet, by mail order or 
catalog sales, telemarketing, or other direct marketing sales) and under such terms and 
conditions as HuHot deems appropriate (“alternative distribution channels”). You will 
receive no compensation for such sales by HuHot.
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d. Your Protected Area. We agree that we will not establish and operate or grant a 
franchise for the establishment and operation of a HuHot Restaurant within the area designated in 
Rider B hereto (“Your Protected Area”)

e. Corporation. Limited Liability Company, or Partnership. You, as a corporation, 
limited liability company, or general or limited partnership (collectively, an “Entity”), agree and 
represent that;

i; You will have the authority to execute, deliver, and perform your obligations 
under this Agreement and all related agreements, and are duly organized or formed and 
validly existing in good standing under the laws of the state of your incorporation or 
formation;

11. Your organizational documents, operating agreement, or partnership 
agreement, as applicable, will recite that this Agreement restricts the issuance and transfer of 
any ownership interests in Franchisee, and all certificates and other documents representing 
ownership interests in Franchisee will bear a legend referring to this Agreement's 
restrictions;

iii. Rider C to this Agreement completely and accurately describes all of 
Franchisee’s owners and their interests in Franchisee as of the Effective Date;

iv. Each of Franchisee’s owners during this Agreement's term will execute a 
guaranty in the form we prescribe (Rider C), undertaking personally to be bound, jointly and 
severally, by all provisions of this Agreement and any ancillary agreements between 
Franchisee and Franchisor. You and Franchisee’s owners agree to sign and deliver to us 
revised Rider C to reflect any permitted changes in the information that Rider C now 
contains; and

V. The Restaurant and other Franchised Businesses, if applicable, will be the 
only businesses you operate (although Franchisee’s owners may have other, non-competitive 
business interests).

2. TERM AND GRANT OF A SUCCESSOR FRANCHISE.

a. Term, The term of this Agreement (the “Term”) shall commence on the date of this 
Agreement and expire fifteen (15) years from such date, unless sooner terminated as provided in 
Sections 15 and 16 hereof

b. Grant of a Successor Franchise.

i. You may, at your option, acquire a grant of a successor franchise for 
additional successive five (5) year terms, unless sooner terminated as provided in Sections 
15 and 16 hereof, provided that:
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(1) You have given us written notice of your election to acquire a 
successor franchise not less than six (6) months nor more than twelve (12) months 
prior to the end of the then-current term. An election by you to renew the lease or 
sublease for the premises of the Restaurant or to execute a new lease or sublease for 
such premises shall be deemed an election by you to acquire a successor franchise for 
the then-current term of such lease or sublease;

(2) You are not at such time in material breach of any of your obligations 
under this Agreement or any other agreement between Franchisee and Franchisor or 
any of its affiliates;

(3) You have substantially complied with all the terms and conditions of 
this Agreement and have met the operating and quality standards and procedures we 
prescribe for HuHot Restaurants during the Term;

(4) You have satisfied all monetary obligations owed to us, our affiliates 
and designated suppliers, and have timely met these obligations throughout the Term;

(5) You have agreed to upgrade the Restaurant to our then-current 
standards of decor, equipment, and menu offerings;

(6) You comply with our then-current qualification and training 
requirements; and

(7) You execute a general release, in a form prescribed by us, of any 
claim against Franchisor, its affiliates, and their officers, directors, agents and 
employees.

ii. The grant of a successor franchise shall be effectuated by the execution by 
Franchisor and Franchisee of the then-current form of standard franchise agreement and all 
other agreements and legal instruments and documents then customarily used by us in the 
granting of Franchises for HuFIot Restaurants, which may contain substantially different 
provisions from this Agreement, except that no initial franchise fee shall be payable upon 
any such grant of a successor franchise.

iii. We may extend this Agreemenf s term for the time period necessary to either 
give you reasonable time to correct deficiencies or to give us adequate time to give notice to 
you of our refusal to grant a successor franchise as required under this Agreement or under 
applicable law. If you fail to notify us of your election to acquire a successor franchise 
within the prescribed time period, we need not grant you a successor franchise.

iv. If you do not execute a Successor Agreement after the expiration of the Initial 
Term, and you continue to accept the benefits of this Agreement after the expiration of the 
Initial Term, then at our option, this Agreement may be treated either as; (i) expired as of the 
date of the expiration with you then operating without a franchise to do so and in violation of 
our right; or (ii) continued on a month-to-month basis (the “Interim Term”) until either party
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provides the other party with written notice of such party’s intention to terminate the Interim 
Term. In the latter case, all of your obligations shall remain in full force and effect during 
the Interim Term as if this Agreement had not expired, and all obligations and restrictions 
imposed on you upon expiration of this Agreement shall be deemed to take effect upon 
termination of the Interim Term.

3. LOCATION AND DEVELOPMENT OF RESTAURANT

a. Location and Lease.

i. You may operate the Restaurant only at the location specified in Paragraph 
1 .a and Rider A to this Agreement and may not relocate the Restaurant except with our prior 
written consent. If the site for the Restaurant has not been located by you at the time of 
execution of this Agreement, you agree to locate and submit to us for approval, a site 
suitable for the operation of a HuHot Restaurant and acceptable to us. You must locate the 
site for your Restaurant and submit a site report to us. We shall assist you in the selection 
and shall not unreasonably withhold our approval of a site that in our judgment is suitable in 
terms of demographic characteristics, traffic patterns, parking, character of neighborhood, 
competition from other businesses within the area, the proximity to the site and other 
commercial characteristics, and the size, appearance and other physical characteristics of the 
site. You must enter into a lease for your approved site within ten (10) months of the date of 
this Agreement.

ii. You acknowledge and agree that, if we recommend or give you information 
regarding a site for the Premises, that is not a representation or warranty of any kind, express 
or implied, of the site's suitability for a Restaurant or any other purpose. Our 
recommendation indicates only that we believe that the site meets our then acceptable 
criteria. Applying criteria that have appeared effective with other sites and premises might 
not accurately reflect the potential for all sites and premises, and demographic and/or other 
factors included in or excluded from our criteria could change, altering the potential of a site 
and premises. The uncertainty and instability of these criteria are beyond our control, and we 
are not responsible if a site and premises we recommend fail to meet your expectations. You 
acknowledge and agree that your acceptance of the Franchise is based on your own 
independent investigation of the site's suitability for the Premises.

iii. You agree to furnish us a current tract search of the Premises, or a copy of the 
owner’s title insurance policy, including schedule B exceptions, issued by a licensed title 
company, within fourteen (14) days of executing the lease.

b. Restaurant Development. You agree that prior to obtaining possession of the site 
for the Restaurant, you shall secure all financing required to fully develop the Restaurant. You 
further agree that, promptly after obtaining possession of the site for the Restaurant, you will: (a) 
use exterior rendering, trade dress and kitchen design drawings that you obtain from an approved 
architect; (b) cause to be prepared and submit for approval by us basic store plans and 
specifications, kitchen design and specifications and exterior design and specifications from 
suppliers that we designate. The cost of these design services will vary based on site conditions and
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local code requirements. You are required to take these drawings and specifications to a local 
architect who will modify them, as required, to meet applicable ordinances, building codes or permit 
requirements (we must approve any such modifications to the drawings and specifications)]; (c) 
obtain all required zoning changes, all required building, utility, health, sanitation and sign permits, 
liquor licenses, and any other required permits and licenses; (d) purchase or lease equipment, 
fixtures, furniture and signs as hereinafter provided; (e) complete the construction and/or 
remodeling, equip, furnish and decorate the Restaurant in full and strict compliance with plans and 
specifications approved by us and all applicable ordinances, building codes and permit 
requirements; (f) obtain all customary contractors' sworn statements and partial and full waivers of 
lien for construction, remodeling, decorating and installation services; and (g) upon completion of 
construction, furnish us with costs for the construction, equipment, build-out, deposits, and total 
development of the Restaurant. Once the Restaurant is established and approved by us, no changes 
in the interior or exterior design of the Restaurant or the equipment or fixtures used within may be 
made without our prior written consent.

c. Equipment. Fixtures, Furnishings and Signs. You must obtain the following 
services from subcontractors we designate: murals for your Restaurant walls, decorative resin 
flooring, carpeting, cabinetry, furniture, fixtures and kitchen equipment. You agree to use in the 
operation of the Restaurant only those brands and models of other equipment, fixtures, furniture, 
point-of-sale computer system (“POS System”), exterior and interior signs, decor items and 
tableware that we have approved for use in HuHot Restaurants as meeting our requirements for 
performance, warranties, design and appearance. If you propose to purchase or lease any item of 
equipment, fixtures, furniture, POS System, signs, decor items or tableware not approved by us as 
meeting our specifications, you shall first notify us, and we may require submission of sufficient 
specifications, photographs, drawings and/or other information and samples to determine whether 
such items meet our specifications. We shall have the right to charge you a reasonable testing fee of 
not more than $250 to cover our costs incurred in making such determination. We shall advise you 
within a reasonable time whether such item meets our specifications. In the event that we do not 
maintain a list of approved suppliers with respect to one or more items required by us for use in 
HuHot Restaurants, you may purchase or lease any such item from any source.

No vending machines, unapproved newspapers or periodicals, juke boxes or other music 
producing machines, gum or candy machines, games, pinball machines or other mechanical devices 
shall be installed or operated at the Restaurant without our prior written consent.

d. Point of Purchase Software System (“POS System”!. You shall purchase and use 
in your operation of the Restaurant the POS hardware and software specified by us. We shall have 
the right to contract with third parties to update the POS System from time to time. In such event, 
you shall be responsible for properly loading the updated programs onto your computer in a timely 
manner. Thereafter, you shall use the updated point of purchase software program in the operation 
of your Restaurant. Any such requirement to update the Restaurant’s POS System shall be 
considered “Restaurant Refurbishing” and shall be subject to dollar and frequency limitations 
detailed in Paragraph 3.e. below.
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e. Restaurant Refurbishing.

i. Subject to the terms and conditions hereafter set forth, you agree to effect 
such refurbishing of the Restaurant (in addition to regular maintenance and repair) as we 
from time to time reasonably require to maintain or improve the appearance and efficient 
operation of the Restaurant, and/or to comply with our then-current standards for a HuHot 
Restaurant. Refurbishing may include: (a) the substitution or addition of new or improved 
equipment; (b) the substitution or addition of new or improved fixtures, furniture and signs; 
(c) replacement of worn out or obsolete equipment, fixtures, furniture and signs (including 
but not limited to booths, carpeting and other items that we determine are worn out or in 
need of replacement); (d) redecorating; (e) repair of the interior and exterior of the premises; 
and (f) structural modifications and remodeling of the premises.

ii. Your obligation to refurbish the Restaurant as hereinabove provided shall be
subject to the following terms and conditions: (a) you shall not be required to make
aggregate expenditures for refurbishing in excess of 1% of the accumulative gross revenues 
of the Restaurant during the six preceding years to the date of any such required 
refurbishing; and we shall not require such refurbishing more often than every six years; (b) 
you shall not be required to effect any refurbishing of the Restaurant during the last three (3) 
years of the initial or any term of a successor franchise except in connection with acquisition 
of a successor franchise; and all refurbishing shall be completed within six (6) months of 
your receipt of notice thereof from us.

f. Restaurant Opening. You shall complete development of the Restaurant, obtain all 
licenses required by us for the operation of the Restaurant and have the Restaurant ready to open 
and commence the conduct of your business not later than sixteen (16) months from the date of this 
Agreement. If you fail to commence the conduct of business by the deadline set forth above in this 
Subparagraph 3.ft, then this Agreement and the Franchise granted hereby may, at our sole option, be 
terminated upon our giving you written notice.

g- Relocation of Restaurant.

i. If your lease for the premises of the Restaurant terminates without fault on 
your part, or expires and is unable to be renewed by you at market rent and on substantially 
the same other material terms and conditions, or if in our mutual judgment there is a change 
in the character of the location of the Restaurant sufficiently detrimental to its business 
potential to warrant its relocation, or if you desire to relocate to another site within your 
Protected Area under this Agreement, we shall grant permission for relocation of the 
Restaurant to a location approved by us in accordance with the criteria then generally used 
by us in approving sites for HuHot Restaurants. You acknowledge that we shall not be 
obligated to approve a relocation which would violate the exclusive territory or any other 
contractual right of any other HuHot franchisee. Any relocation shall be at your sole 
expense, and shall not be undertaken without our prior WTitten consent. We shall have the 
right to charge you for services we render to you in connection with such relocation. We 
shall also have the right to require you to construct, furnish and equip the relocated 
Restaurant to conform to our then current image, standards, and specifications for
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construction and equipment for all new HuHot Restaurants.

ii. In the event of a relocation of the Restaurant, you shall promptly remove from 
the former Restaurant premises any and all signs, fixtures, furniture, posters, equipment, 
menus, advertising materials, stationery, supplies, forms and other articles which display any 
of the Marks and distinctive features or designs associated with the System. Any articles 
which display any of the Marks or any distinctive features or designs associated with the. 
System which are not used by you at the new Restaurant location shall be disposed of by you 
as directed by us following notice to us to the effect such articles will not be used at the new 
Restaurant. Furthermore, you shall, at your expense, immediately make such modifications 
or alterations as may be necessary to distinguish the former Restaurant premises so clearly 
from its former appearance and from other FIuHot Restaurants so as to prevent any 
possibility of confusion by the public (including, without limitation, removal of all 
distinctive physical and structural features identifying HuHot Restaurants and removal of all 
distinctive signs and emblems), you shall, at your expense, make such specific additional 
changes as we may reasonably request for this purpose. If you fail to initiate immediately or 
complete such alterations within such period of time as we deem appropriate. You agree that 
we or our designated agents may enter the premises of the former Restaurant and adjacent 
areas at any time to make such alterations as we deem appropriate to distinguish your former 
Restaurant premises, without liability for trespass. You expressly acknowledge that failure 
to make such alterations will cause irreparable injury to us and hereby consent to entry, at 
your expense, of an ex parte order by any court of competent jurisdiction authorizing us or 
our agents to take such action, if we seek such an order. Compliance with the foregoing shall 
be a condition subsequent to our approval of any relocation request by you, and in the event 
complete de-identification of the former Restaurant premises is not properly and completely 
undertaken, we may then revoke our permission for relocation and declare a default under 
this Agreement.

4. TRAINING AND GUIDANCE.

a. Training. We shall furnish, and you shall complete to our satisfaction, our initial 
training program in all phases of the operations of a HuHot Restaurant, including unit operations, 
food and beverage preparation and service, bookkeeping, inventory management, and local 
restaurant marketing. Such training program shall be for a minimum of ten (10) days at our training 
facility and a Restaurant location. We shall also furnish on-site training at your Restaurant around 
the time of the Restaurant opening for such time as we deem appropriate. Training shall be 
furnished to you or a Franchisor-approved manager designated by you (or, if Franchisee is a 
corporation, partnership or limited liability company, to its controlling shareholder, managing 
partner, member or a Franchisor-approved manager) and one additional person designated by you. 
The cost of such training is included in the initial franchise fee. We also shall furnish our initial 
training program to new managers of your Restaurant on reasonable request and subject to space 
availability and class scheduling. You shall pay to us $1,500 for each manager to whom such 
training is given. If you delegate the direct supervision of the HuHot Restaurant to a HuHot- 
approved and trained manager, you (or, if you are a corporation, partnership or limited liability 
company, a controlling shareholder, managing partner or member) shall complete an owner’s 
training program incorporating portions of our initial training program. If we provide refresher and
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supplemental training programs, you are required to attend such training. You shall be responsible 
for the travel and living expenses (including local transportation expenses) incurred while attending 
the initial training program, owner’s training, and any refresher training programs.

b. Guidance and Assistance. We shall furnish guidance to you with respect to; (1) 
specifications, standards and operating procedures utilized by HuHot Restaurants, and any 
modifications thereof; (2) specification of approved fixtures, equipment, furniture, POS System, 
signs, operating materials and supplies; (3) methods of food preparation and service and 
improvements thereon; (4) the establishment and maintenance of administrative, bookkeeping, 
accounting and general operating and management procedures; and (5) local marketing of your 
Restaurant. Such guidance shall, in our discretion, be furnished in or supplemented by our 
Operations Manual, bulletins, written reports and recommendations, other written materials, and/or 
telephonic consultations or consultations at our offices, at your Restaurant, or at other locations. We 
shall advise you from time to time of operational concerns at or in your Restaurant as disclosed by 
reports submitted to or inspections made by us. We shall make no separate charge to you for such 
operating assistance, provided that we may make reasonable charges for forms and other materials 
supplied to you and for operating assistance or training made necessary in our judgment as a result 
of your failure to comply with any provision of this Agreement or any specification, standard or 
operating procedure prescribed by us or operating assistance requested by you in excess of that 
normally provided by us.

c. Operations Manual and Restaurant Development Manual. We will lend to you 
during the term of the Franchise one copy of the Operations Manual. The Operations Manual shall 
contain mandatory and suggested specifications, standards, and operating procedures we prescribe 
from time to time for a HuHot Restaurant and information relative to your other obligations 
hereunder. We in our sole discretion may create and lend to you a separate Restaurant Development 
Manual containing specifications for site selection and procedures for opening the Restaurant. All 
Manuals may hemiodifiedhave reasonable modifications made to them from time to time to reflect 
changes in the specifications, standards and operating procedures of HuHot Restaurants. No such 
modification shall alter Franchisee's fundamental rights under this Agreement. You shall keep your 
copy of the Operations Manual and Restaurant Development Manual, if any, current by immediately 
inserting all modified pages furnished by us for the Manuals and received by you. In the event of a 
dispute relative to the contents of the Manuals, the master copies maintained by us at our principal 
office shall be controlling. You may not at any time copy any part of the Manuals, or remove any 
Manuals from your place of business. You acknowledge that these manuals are designed to protect 
our standards, systems, names and marks, and not to control the day-to-day. operations of your 
HuHot Restaurant.

d. Delegation of Performance. You agree that we have the right to delegate the 
performance of any portion or all of our obligations under this Agreement to third-party designees, 
whether these designees are our agents or independent contractors with whom we have contracted to 
perform such obligations.

5. MARKS.

a. Ownership and Goodwill of Marks. You acknowledge that we own the Marks and

9

C:\DOC\C716\3244\FDD 2017\FDD20I7.004 mullistale redlined from FDD2016.003 multislale.docx



are authorized to use the Marks in connection with our franchise program. Your right to use the 
Marks is derived solely from this Agreement and is limited to the conduct of business pursuant to 
and in compliance with this Agreement and all applicable specifications, standards and operating 
procedures prescribed by us from time to time during the term of this Agreement. Any unauthorized 
use of the Marks by you shall constitute an infringement of our rights in and to the Marks. You 
agree that all usage of the Marks by you and any goodwill established thereby shall inure to our 
exclusive benefit, and you acknowledge that this Agreement does not confer any goodwill or other 
interests in the Marks upon you. You shall not, at any time during the term of this Agreement or 
after its termination or expiration, contest the validity or ownership of any of the Marks or assist any 
others in contesting the validity or ownership of any of the Marks. All provisions of this Agreement 
applicable to the Marks shall apply to any additional trademarks, service marks, logo forms and 
commercial symbols hereafter authorized for use by and licensed to you pursuant to this Agreement.

b. Limitations on Use of Marks. You agree to use the Marks as the sole identification 
of the Restaurant, provided that you shall identify yourself as the independent owner thereof in the 
manner we prescribe. You shall not use any Mark as part of any corporate or trade name or with any 
prefix, suffix or other modifying words, nicknames, terms, designs or symbols, or in any modified 
form (including, without limitation, any local or special adaptations or artistic variations of any of 
the Marks), nor may you use any Mark in connection with the sale of any unauthorized product or 
service or in any other manner not expressly authorized in writing by us. You shall not for your own 
account register the Marks on the Internet or any other computer on-line service, create and maintain 
your own web site on the Internet using the Marks, or use the Marks on the Internet in any other 
manner. You agree to display the Marks prominently and in the manner we prescribe on signs, 
forms, and other materials and articles, and in no other manner. Further, you agree to give such 
notices of trademark or service mark ownership or registration and copyrights as we specify and to 
obtain such fictitious or assumed name registrations as may be required under applicable law. In the 
event we deem it advisable, you shall file for and maintain a “certificate of trade name” in the 
county or other appropriate jurisdiction in which your Territory is located. Under no circumstances, 
however, shall you be permitted to use the Names and Marks, or any part thereof, in the name of a 
corporation, limited liability company or partnership involved in the operation of your Franchised 
Business. If we request, you must also sign such other documents as we reasonably require in order 
to allow others in your state to use our Names and Marks, including without limitation any 
documents required by the applicable Secretary of State or Department of Commerce located in 
your state. Any and all uses of any of the Marks shall include such information and samples as we 
may require. You may not. use “HuHot Mongolian Grills” or “HuHof’ or a derivative thereof in its 
corporate, assumed, or other formal name.

c. Notification of Infringements and Claims. You shall notify us immediately in 
writing of any apparent infringement of or challenge to your use of any Mark, or claim by any 
person other than Franchisor or its franchises or affiliates of any rights in any Mark or any similar 
trade name, trademark, or service mark of which you become aware. You shall not communicate 
with any person other than us and our counsel in connection with any such infringement, challenge 
or claim. We have sole discretion to take such action as we deem appropriate and to control 
exclusively any litigation, U.S. Patent and Trademark Office proceeding or any other administrative 
proceeding arising out of any infringement, challenge or claim or otherwise relating to any Mark. 
You agree to execute any and all instruments and documents, render such assistance and do such
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acts and things as may, in the opinion of our counsel, be necessary or advisable to protect and 
maintain our interests in any such litigation, U.S. Patent and Trademark Office proceeding or other 
administrative proceedings or otherwise to protect and maintain our interests in the Marks.

d. Discontinuance of Use of Marks. It if becomes advisable at any time and for any 
reason, in our sole discretion, for us and/or you to modify or discontinue use of any Mark, and/or 
use one or more substitute trademarks or service marks, you agree to comply therewith within a 
reasonable time after notice thereof by us and our sole obligation shall be to reimburse you for your 
out-of-pocket expenses of complying with these obligations.

e. Indemnification of Franchisee. We agree to indemnify you against and to 
reimburse you for all direct, but not consequential (including, but not limited to, loss of revenue 
and/or profits), damages for which you are held liable in any proceeding arising out of the use of any 
Mark pursuant to and in compliance with this Agreement, and for all costs reasonably incurred by 
you in the defense of any such claim brought against you or in any such proceeding in which you are 
named as a party, provided that you have timely notified us of such claim or proceeding and have 
otherwise complied with this Agreement, cooperated fully with us and our attorneys. You agree that 
we shall have the right to defend any such claim. If we defend such claim, we shall have no 
obligation to indemnify or reimburse you with respect to any fees dr disbursements of any attorney 
separately retained by you.

6. PROPRIETARY INFORMATION

a. The Proprietary Information. We possess (and will continue to develop and 
acquire) certain proprietary information, some of which constitutes trade secrets under applicable 
law (the “Proprietary Information”), relating to developing and operating Restaurants, including 
(without limitation):

site selection criteria;

training and operations materials and manuals;

the recipes of items prepared and sold in HuHot Restaurants

methods, formats, specifications, standards, systems, procedures, sales and marketing 
techniques, knowledge, and experience used in developing and operating 
Restaurants;

marketing and advertising programs for Restaurants;

knowledge of, specifications for, and suppliers of products and supplies used in the 
Restaurant;

Customer list and data, including names, addresses and other information; 

knowledge of the operating results and financial performance of Restaurants other
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than your Restaurant; and

graphic designs and related intellectual property.

Any and all other information, processes or techniques which we designate as confidential or 
proprietary also shall be deemed Proprietary Information. We will disclose the Proprietary 
Information to you through furnishing you sample drawings and specifications for development and 
operation of the Restaurant, training programs, the Operations Manual, Restaurant Development 
Manual, if any, and through guidance furnished to you during the term of this Agreement.

Proprietary Information does not include information, knowledge, or know-how which you can 
demonstrate lawfully came to your attention before we provided it to you directly or indirectly; which, 
at the time we disclosed it to you, already had lawfully become generally known in the relevant 
industry through publication or communication by others (without violating an obligation to us); or 
which, after we disclose it to you, lawfully becomes generally known in the relevant industry through 
publication or communication by others (without violating an obligation to us). However, if we 
include any matter in Proprietary Information, anyone who claims that it is not Proprietary Information- 
must prove that one of the exclusions provided in this paragraph is fulfilled.

b. Limitations on Franchisee’s Use. You acknowledge and agree that you will not 
acquire any interest in the Proprietary Information, other than the right to utilize the same in the 
development and operation of the Restaurant pursuant to this Agreement and in accordance with the 
terms of this Agreement or other agreements between Franchisee and Franchisor or its affiliates, and 
that the use or duplication of the Proprietary Information in any other business would constitute an 
unfair method of competition. You hereby agree that you and your affiliates, officers, directors, 
partners and all owners of any interest in Franchisee and/or the Restaurant: (a) will not use the 
Proprietary Information in any other business or capacity; (b) will maintain the absolute 
confidentiality of the Proprietary Information during and after the Term; (c) will not make 
unauthorized copies of any portion of the Proprietary Information disclosed in written, visual, 
auditory or other tangible form; and (d) will adopt and implement all reasonable procedures we 
prescribe from time to time to prevent unauthorized use or disclosure of the Proprietary Information 
including, without limitation, restrictions on disclosure thereof to employees and the use of 
nondisclosure and non-competition clauses in employment agreements with employees and agents 
in the form we prescribe. We have the right to regulate the form of agreements that you use and to 
be a third party beneficiary of those agreements with independent enforcement rights. In connection 
with this obligation, you shall notify us of the name and address of each affiliate, officer, director, 
partner, supervisory employee and owner of Franchisee and shall update such information whenever 
necessary. Such notification shall contain and have annexed thereto a copy of the Confidentiality 
and Non-Competition Agreement executed by the individual at the time he or she acquires an 
interest in or becomes associated with or employed by. In said agreement such individual shall 
consent to be bound by the restrictive covenants contained in said Agreement and to our and your 
enforcement of such covenants. Your obligations pursuant to this Paragraph 6.b shall survive the 
termination or expiration of this Agreement.
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c. Innovations. All ideas, concepts, techniques, and marketing, advertising or other 
materials relating to a Restaurant, whether or not protectable intellectual property and whether 
created by or for you or Franchisee’s owners or employees, must be promptly disclosed to us and 
will be deemed to be our sole and exclusive property, part of the Franchise System, and works 
made-for-hire for us. To the extent that any item does not qualify as a “work made-for-hire” for us, 
by this paragraph you assign ownership of that item, and all related rights to that item, to us and 
agree to take whatever action (including signing assignment or other documents) we request to 
evidence our ownership or to help us obtain intellectual property rights in the item.

d. Customer List. The list of customers, including direct mail address lists and internet 
email addresses, that you develop, acquire and service during the term of this Franchise Agreement 
is our proprietary information and property. At the expiration or termination of this Franchise 
Agreement for any reason, you will promptly turn over to us the entire list of customers and you will 
make no further use of that list for any purpose whatsoever.

7. RELATIONSHIP OF THE PARTIES

a. Independent Contractors. It is understood and agreed by the parties that this 
Agreement does not create a fiduciary relationship between them, that Franchisor and Franchisee 
shall be independent contractors and no training, assistance or supervision, which Franchisor may 
give or offer to Franchisee, will defeat this status. Nothing in this Agreement is intended to make 
either party a general or special agent, legal representative, subsidiary, joint venturer, partner, 
employee or servant of the other for any purpose.

b. Franchisee’s Obligations. You shall conspicuously identify yourself in all dealings 
with customers, suppliers, public officials, Restaurant personnel, and others as the owner of the 
Restaurant under a Franchise granted from Franchisor, and shall place such notices of independent 
ownership on such forms, stationery, business cards, advertising and other materials as we may 
require from time to time. We have not authorized or empowered you to use the Marks except as 
provided by this Agreement, and you shall not employ any Mark in signing any contract, check, 
purchase agreement, negotiable instrument or other legal obligation without our prior written 
consent or employ any Mark in a manner that may result in liability to us for your indebtedness or 
obligation.

c. Negation of Liability. Neither Franchisor nor Franchisee shall make any express or 
implied agreements, guaranties or representations or incur any debt in the name of or on behalf of 
the other or represent that their relationship is other than that of franchisor and franchisee. Neither 
Franchisor nor Franchisee shall be obligated by or have any liability under any agreements or 
representations made by the other. We shall have no liability or obligation for any damages to any 
person or property directly or indirectly arising out of the development or operation of the 
Restaurant, whether or not caused by your negligent or willful action or failure to act. We shall have 
no liability for any sales, use, excise, gross receipts, property or other taxes of Franchisee or the 
Restaurant.

d. Indemnification. You agree to indemnify Franchisor and its subsidiaries, affiliates,
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stockholders, directors, officers, employees, agents and assignees against and to reimburse them for 
all obligations, damages, and taxes for which they are held liable and for all costs reasonably 
incurred by them in the defense of any elaims brought against them or in any action in which they 
are named as a party (including without limitation, reasonable attorneys’ and expert witness fees, 
costs of investigation and proof of facts, court costs, other litigation expenses, and travel and living 
expenses) as a result of or related in any way to the operation of the Restaurant, except to the extent 
caused solely by our negligent or willful action or failure to act. We have the right to defend any 
such claim against us. You shall also indemnify and hold us and our officers, directors, employees 
and agents harmless from any and all claims, demands or liabilities arising from the offer or sale of 
securities, whether asserted by a purchaser of any security or by a governmental agency. We have 
the right to defend any such claims.

e. Survival. The indemnities and assumptions of liabilities and obligations herein shall 
continue in full force and effect subsequent to and notwithstanding the expiration or termination of 
this Agreement.

8. FRANCHISE AND OTHER FEES

a. Initial Franchise Fee. You agree to pay to us, upon execution of this Agreement, an 
initial franchise fee of $40,000. The initial franchise fee shall be fully earned by us upon its 
payment, and shall be non-refundable, except as follows:

(i) If you or we cannot agree on a site for your Restaurant, then we may terminate this 
Agreement, and shall promptly return to you $35,000 of the initial franchise fee, or

(ii) we determine following training that you have not completed training to our 
satisfaction, then we may terminate this Agreement, and shall promptly return to you 
$30,000 of the initial franchise fee.

b. Royalty Fee. You agree to pay to us a weekly royalty fee in the amount of five 
percent (5%) fshepereent (6%) if local law-dees not permit-a royal4-y-to be paid or received on sates- 
of aleoholic-beverages] of the Gross Revenues of the Restaurant (as defined in Paragraph 8.c. 
hereof). If a state or local law in which the Restaurant is located prohibits or restricts in any way 
vour ability to pay and our ability to collect Rovaltv Fees or other amounts based on Gross Sales 
derived from the sale of alcoholic beverages at the Restaurant then you and we will renegotiate the 
Rovaltv Fees and other provisions to provide the same basic economic effect to both, you and us as 
otlierwise provided in this Agreement, with a corresponding change to the definition of Gross Sales. 
The royalty fee shall be payable on or before each Friday for the preceding Reporting Week 
(Monday through Sunday).

c. Definition of “Gross Revenues.” As used in this Agreement, the term “Gross 
Revenues” shall mean the entire amount of all gross sales and business receipts, including direct or 
indirect barter transactions (for products and services consumed or furnished on or off premises) 
arising out of the operation of the Restaurant, or through or by means of the business conducted in 
connection therewith, whether for cash or credit, and including proceeds of business interruption 
insurance policies, but excluding: (1) sales, use, or service taxes collected from customers and paid
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to the appropriate taxing authority; (2) all bona fide customer refunds and approved rebates, 
discounts and allowances; and (3) where local law prohibits the collection or payment of a fee from 
you based on sales of alcoholic beverages, all receipts from such sales.

d. Interest on Late Payments. All Royalty Fees, Marketing Fund Contributions and 
other amounts which you owe to us or our affiliate shall bear interest after their due date at the lower 
of 1.5% per month, or the highest contract rate allowed by local law. You acknowledge that this 
Paragraph shall not constitute our agreement to accept such payments after same are due or a 
commitment by us to extend credit to, or otherwise finance, your operation of the Restaurant. 
Further, you acknowledge that your failure to pay all such amounts when due shall constitute 
grounds for termination of this Agreement, as provided in Section 16 hereof, notwithstanding the 
provisions of this Paragraph.

e. Application of Payments. Notwithstanding any designation by you, we shall have 
sole discretion to apply any payments by you to any past due indebtedness of Franchisee for Royalty 
Fees, Marketing Fund Contributions, purchases from us or our affiliates, interest or other 
indebtedness owed to us or our affiliates

f. Reimbursement of Qur Taxes. If any amount to be paid or reimbursed under this 
Agreement to us, or any of our Affiliates, is subject to state gross receipts or other state income tax, 
then you must pay or reimburse an additional amount to us or to our Affiliates, as the case may be, 
so that the amount actually received by us or our Affiliates after such deduction, payment or 
withholding will equal the full amount stated to be payable or reimbursable under this Agreement.

e. Electronic Bank Draft Plait,_In the event vou default in vour pavments due us
under this Agreement, we have the right to require you to make all future payments due to us 
through an Electronic Bank Draft Plan on a bank account vou must establish and maintain for the 
purpose of making pavments to us. You shall execute such documents we require trom time to time 
to permit us to withdraw ftom your general, operating checking account the amounts due us.

h. No Right to Offset. You agree that your obligation to make pavments under this 
Agreement is absolute and independent, and you shall not liave the light to offset or witlilrold
royalty fees, undisputed pavments or any other sums as a..result of any alleged defiiults of
Franchisor.

9. OPERATING STANDARDS

a. Image of the Restaurant. The presentation of an image in compliance with our 
minimum standards and specifications to the public is an essential element of a successful franchise 
system. You shall offer for sale all products and services that we, in our sole discretion, may from 
time to time require, and shall make such reasonable expenditures as may be necessary to enable it 
to fulfill such obligation, including, without limitation, the purchase or lease of new equipment or 
services, and the hiring and training of suitable personnel. You further agree that the Restaurant will 
not, without our prior written approval, provide and/or offer for sale any products or services not 
then authorized by us for HuHot Restaurants. We reserve the right to revoke our approval of any 
products or suppliers previously authorized at any time upon written notice to you, provided that
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you may continue to offer and sell all remaining on-hand or ordered non-cancelable inventory of 
such products ordered from such suppliers as of the date of receipt of written notice from us. We 
may, but are not required to, from time to time, conduct market research and testing to determine 
consumer trends and the salability of new food and beverage products and services. If reasonably 
possible, you agree to cooperate by participating in our market research programs, test marketing of 
new services and products in the Restaurant and providing us with timely reports and other relevant 
information regarding such market research.

b. Standards and Sources of Supplies.

i. You agree that the Restaurant will

(1) use ingredients and prepare and offer for sale other beverages and 
food products
(2) use menus and logoed materials, and
(3) offer for sale other products and services

which conform to our specifications and quality standards and/or are purchased from 
suppliers approved from time to time by us (which may include Franchisor and/or its 
affiliates).

ii. You agree to use in the operation of the Restaurant only signs, equipment, 
merchandise, materials and supplies that conform to our minimum specifications and quality 
standards and/or are purchased from suppliers we approve from time to time.

111. We may, from time to time, modify the minimum standards and 
specifications and/or the list of approved brands and/or suppliers. If you propose to use or 
offer any food products or beverages, or ingredients or supplies or other products or services 
(other than those which must be purchased pursuant to Paragraphs 9.b.i or 9.b.vii) which do 
not comply with our then-current minimum standards or specifications or which are 
purchased from a supplier that has not been approved, you shall first notify us in writing and 
submit sufficient information, specifications and samples concerning such item or supplier 
for our determination as to whether such item complies with our specifications and 
standards, and/or whether the supplier meets our approved supplier criteria. We shall have 
the right to charge you a reasonable fee to cover our costs incurred in making such 
determination, which, in the case of new items, shall be not more than $250. We shall, 
within a reasonable time, notify you whether or not such proposed item or supplier is 
approved. We may from time to time prescribe procedures for submission of requests for 
approval of items or suppliers, and obligations which approved suppliers must assume 
(which may be incorporated into a written agreement to be executed by approved suppliers). 
We may impose limits on the number of suppliers and/or brands for any ingredient, food or 
beverage product or logoed materials, used or served by the Restaurant. We may collect a 
service fee on items purchased by you through national marketing contracts negotiated and 
maintained by us. Such service fee shall be established and paid to the Marketing Fund in 
the manner we prescribe from time to time.
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iv. You shall not offer and sell any branded products in the Restaurant without 
our prior written consent. You shall offer and sell branded products which have been 
approved by us only in the manner we prescribe from time to time. We reserve the right to 
revoke the approval of a previously authorized branded product.

V. You shall at all times maintain an inventory of approved food products, 
beverages and ingredients and other products sufficient' in quantity to meet customer 
demand.

vi. We reserve the right to require you to purchase proprietary sauces and other 
items from us or our designated suppliers, and to such proprietary items in the Restaurant 
and to offer such proprietary items for retail sale if we so require.

vii. We reserve the right to require that other items be purchased exclusively from 
us or our designees. In that event we or our designees may derive revenue and profits from 
said purchases. We also have the right to impose a surcharge on approved suppliers.

viii. We may receive payments from suppliers on account of purchases by you and 
other franchise owners from those suppliers. We may, but are not required to, contribute said 
payments toward the Advertising Fund.

c. Operating Procedures. You acknowledge that each and every detail of the 
appearance and operation of the Restaurant in compliance with our high standards is important to 
Franchisor and other HuHot Restaurants. You agree to cooperate with us by maintaining such high 
standards in the operation of the Restaurant. You agree to comply with all mandatory specifications, 
standards and operating procedures relating to the function and operation of a HuHot Restaurant 
including, without limitation, specifications, standards and operating procedures and rules relating 
to; (1) hours during which you shall operate the Restaurant; (2) methods and procedures relating to 
the acquisition, storage and preparation of products you offer or use in the operation of the 
Restaurant; (3) advertising and promotion; (4) use of standard menus; (5) the handling of customer 
inquiries and complaints; and (6) use of approved POS System. We reserve the right to approve all 
menu items and final copy of your menu prior to printing. Mandatory specifications, standards and 
operating procedures we prescribe from time to time in the Operations Manual, Restaurant 
Development Manual, if any, or otherwise communicated to you in writing, shall constitute 
provisions of this Agreement as if fully set forth herein. All references herein to this Agreement 
shall include all such mandatory specifications, standards and operating procedures.

d. Compliance with Laws and Good Business Practices. You shall secure and 
maintain in force in your name all required licenses, permits and certificates relating to the operation 
of the Restaurant. You shall operate the Restaurant in full compliance with all applicable laws, 
ordinances and regulations including, without limitation, all government regulations relating to the 
retail sale of alcoholic beverages, workers’ compensation insurance, unemployment insurance and 
withholding and payment of federal and state income taxes, social security taxes and sales taxes. 
You shall comply at your own expense for complying with the Food and Drug Administration 
(“FDA”) and the United States Department of Agriculture and those federal and state laws and 
regulations relating to food and nutrition labeling and claims, including the Federal Food, Drug and
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Cosmetic Act, 21 U.S.C. §101 et (the "Act"), as amended by the Affordable Care Act of 2010 and 
the regulations promulgated thereunder, including the rule mandating nutrition labeling of menu items 
and calorie content on menus. You shall also comply with any and all nutrition labeling 
requirements imposed by federal, state or local law which may be enacted after the effective date of 
this Franchise Agreement. You acknowledge and, agree to strictly comply with our prescribed menu 
items, and to follow the recipes and food preparation methods exactly as set forth in the Operations 
IVhmuaL for all products offered and sold in you:r HuHot Restaurant. In the event you deviate from 
the prescribed, recipes, ingredients, preparation methods, or menu boards, you; shall be responsible 
for obtainijig your own nutrition information in order to comply with applicable state and federal 
nutrition labeling requirements. The previous sentence shall not be construed to permit vou to 
deviate from said items, and such deviation shall be a default under this Franchise Agreement. You 
shall indemnity us against any claims, damages, suits, iudgments, fines, or anv other losses we incur 
by virtue of your failure to comply with this subparagraph. You must also at your own expense 
comply with security standards established by the Payment Card Industry Security Standards 
Council, in connection with credit card transactions. All advertising by you shall be completely 
factual, in good taste in our judgment, and shall conform to the highest standards of ethical 
advertising. Both parties, in all dealings with customers, suppliers, employees, public officials and 
each other, shall adhere to the highest standards of honesty, integrity, fair dealing and ethical 
conduct. Both parties agree to refrain from any business or advertising practice that may be injurious 
to the other and the goodwill associated with the Marks and other HuHot Restaurants. In the event 
you fail to secure any license or permit required for the operation of the Restaurant, we, at our 
option and in addition to our other rights and remedies hereunder, may obtain such license or permit 
on behalf of Franchisee and you shall fully cooperate with us in our efforts to obtain such license or 
permit on beha:lf of Franchisee and shall pay to us, on demand, all costs and charges incurred by us.

e. Management and Personnel of the Business. The Restaurant shall at all times be 
under your supervision, and shall at all times be under the full-time management by you or a 
qualified manager who has successfully completed our training program (or, if you are a 
corporation, partnership or limited liability company, your majority shareholder or partner or 
managing member, or qualified manager who has successfully completed our training program). 
You shall hire all employees of the Restaurant and shall be exclusively responsible for the hiring, 
retention, firing, scheduling, wages, benefits, vacations, discipline, performance evaluations, 
awards, promotions, demotions, work assignments, time off, and all other terms of their 
employment and compensation and for the proper training of such employees. If (other than as part 
of initial training as provided in Paragraph 4.a hereof) you request us to train your manager, you 
shall pay us a Training Fee in the amount of $1,500. You shall establish at the Restaurant for all 
employees a training program meeting the standards we prescribe. You shall require all managers of 
the Restaurant to execute our then-current form of Confidentiality and Non-Competition 
Agreement. Upon reasonable request, you agree to provide us a copy of an executed Confidentiality 
and Non-Competition Agreement for each manager of the Restaurant. The requirement for the 
Confidentiality and Non-Competition Agreement (Exhibit C) between Franchisee and its managerial 
employees, including the provision that makes Franchisor an intended third party beneficiary, shall 
not create an employee or joint employee relationship between Franchisor and Franchisee’s 
employees. You shall require all employees to maintain a neat and clean appearance and to conform 
to the standards of dress specified by us from time to time. You shall notify and communicate 
clearly witli your employees in all dealings, including without limitation, vour employment
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applications, written and electronic correspondence, paychecks, employee handbooks, employment 
policies and procedures, other materials, that you ('^md. only von') iire their employer and that we (the 
Franchisor) are not their employer. You must, on all employment applieations you give out to 
employee applicants, have printed on said applications: "You are applying for a job to work for an 
independently owned Franchise and not for the Franchisor or any other company. ” You have sole 
responsibility for complying with all employment laws and for all employment decisions and functions 
related to the Franchised Business, including hiring, firing, compensation, benefits, work hours, work 
rules, recordkeeping, supervision and discipline of employees. You must verify that your employees 
meet all state and local requirements for certification and meet all prerequisites for employment in the 
United States. You shall not, during the term of this Agreement and for a period of two (2) years 
following termination or expiration of this Agreement for any reason, recruit or hire any employee 
of Franchisor or a HuHot Restaurant operated by Franchisor, an affiliate of Franchisor or another 
franchisee of Franchisor, without obtaining our prior written permission, such affiliate, or 
franchisee. If the Restaurant at any time is not being managed by you or a qualified, trained, full­
time manager, we may appoint a manager for the Restaurant and charge a reasonable management 
fee (currently $250 per day) during the period in which we manage the Restaurant. You shall not 
recruit or hire any employee of ours, of our Affiliates, or of another HuHot Franchisee, without 
obtaining the employer's prior written consent.

f. Exclusive Relationship, We have entered into this Agreement with you on the 
express condition that you and Franchisee’s owners will deal exclusively with us. You therefore 
agree that during the term of this Agreement, except for the Restaurant and other HuHot Restaurants 
operated under franchise agreements with us, neither you nor any of Franchisee’s owners or 
approved managers shall (1) have any direct or indirect ownership interest in any Competitive 
Business located or operating anywhere in the world; (2) have any direct or indirect ownership 
interest in any entity which grants franchises or licenses or establishes joint ventures for operation of 
Competitive Businesses anywhere in the world; or (3) perform services as a director, officer, 
manager, employee, consultant, representative, agent, lessor, lender, or otherwise for any 
Competitive Business or any business which grants franchises or licenses or establishes joint 
ventures for the operation of Competitive Businesses anywhere in the world. The restrictions of this 
Paragraph shall not be applicable to the ownership of shares of a class of securities listed on a stock 
exchange or traded on an over-the-counter market that represent three percent (3%) or less of the 
number of shares of that class of securities issued and outstanding. The term “Competitive 
Business” shall mean a restaurant offering food prepared within view of customers on a “Mongolian 
Grill,” “Mongolian Barbeque,” or similar cooking surface.

g- Insurance.

i. During the Term, you shall maintain in force, under policies of insurance 
issued by carriers approved by us, comprehensive general liability and property damage 
insurance against claims for bodily and personal injury, death and property damage caused 
by or occurring in conjunction with the operation of the Restaurant, or otherwise in 
conjunction with the conduct of business by you pursuant to the Franchise Agreement, under 
one or more policies of insurance containing: Workers Compensation including Employers 
Liability insurance in the limit of no less than $500,000; Comprehensive General Liability 
with a General Aggregate of no less than $1,000,000 which must include “Hired and Non-
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Owned” automobile liability coverage; Products Liability of $1,000,000; Internet Liability of 
no less than $1,000,000; umbrella coverage of $1,000,000; host liquor liability coverage if 
and to the extent such liability is imposed by applicable law; and Business Interruption 
insurance in an amount equal to at least six months of gross revenue. In addition, if you use a 
vehicle to transport products or supplies, you must maintain Comprehensive Auto Liability 
of no less than $1,000,000. We may periodically increase the amounts of coverage required 
under such insurance policies and require different or additional kinds of insurance at any 
time, including excess liability insurance, to reflect inflation, identification of new risks, 
changes in law or standards of liability, higher damage awards or other relevant changes in 
circumstances. Each insurance policy shall name HuHot Mongolian Grills, L.L.C., 223 East 
Main Street, Missoula, Montana 59802 as an additional insured on a primary basis with 
respect to policies secured, and shall provide for thirty (30) days’ prior written notice to us of 
any material modification, cancellation or expiration of such policy.

ii. Upon request, you shall furnish us with a copy of each insurance policy to be 
maintained by you for the immediately following term and of the payment of the premiums 
therefore. If you fail or refuse to maintain required insurance coverage, or to furnish 
satisfactory evidence thereof and the payment of the premiums therefore, we, at our option 
and in addition to our other rights and remedies hereunder, may obtain such insurance 
coverage on behalf of Franchisee and you shall fully cooperate with us in our effort to obtain 
such insurance policies, promptly execute all forms or instruments required to obtain or 
maintain such insurance and pay to us, on demand, any costs (including administrative) and 
premiums incurred by us.

iii. Your obligations to maintain insurance coverage as herein described shall not 
be affected in any manner by reason of any separate insurance maintained by us, nor shall the 
maintenance of such insurance relieve you of any obligations under Section 7 of this 
Agreement.

h. Participation in System-wide Internet Web Site.

L_We or one or more of our designees may establish a website or series of
websites, as well as Facebook, Twitter or any other cyberspace application for the HuHot 
Restaurant network to advertise, market and promote HuHot Restaurants and the products 
and services they offer, the HuHot Restaurant franchise opportunity, and/or for any other 
purposes that we determine are appropriate for HuHot Restaurants (collectively, the “System 
Website”). If we include information about your HuHot Restaurant on the System Website, 
you must give us the information and materials that we periodically request concerning your 
HuHot Restaurant and otherwise participate in the System Website in the manner that we 
periodically specify. By posting or submitting to us information or materials for the System 
Website, you are representing to us that the information and materials are accurate and not 
misleading and do not infringe any third party’s rights.

u. _We own all intellectual property and other rights in the System Website and 
all information it contains, including the domain name or URL for the System Website, the 
log of “hits” by visitors, and any personal or business data that visitors (including you and
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your personnel) supply. We may use the Marketing Fund’s assets to develop, maintain and 
update the System Website. We may implement and periodically modify System standards 
relating to the System Website and, at our option, may discontinue the System Website, or 
any services offered through the System Website, at any time.

111. All advertising, marketing and promotional materials that you develop for 
your HuHot Restaurant must contain notices of the System Website’s URL in the marmer we 
periodically designate. You may not develop, maintain or authorize any other website, 
Facebook, twitter. You Tube, other online presence or other electronic medium that 
mentions or describes your HuFlot Restaurant or displays any of the Marks without our prior 
approval. You may not conduct commerce or directly or indirectly offer or sell any products 
or services using any website, another electronic means or medium, or otherwise over the 
Internet. Nothing limits our right to maintain websites other than the System Website or to 
offer and sell products and services under the Marks from the System Website, another 
website or otherwise over the Internet without payment or other obligation.

i. Cooperation in Displaying Franchisor’s Franchise Literature. You agree to 
cooperate with us in displaying our franchise literature, and will notify us when the supply of 
franchise literature on the Restaurants’ premises is low. You will not be responsible for paying for 
any of the franchise literature.

j. Variation of System Standards. Because complete and detailed uniformity under 
many varying conditions might not be possible or practical, you acknowledge that we specifically 
reserve the right and privilege, as we consider to be best, to vary System standards for any franchise 
owner based upon the peculiarities of any condition that we consider important to that franchise 
owner’s successful operation. You have no right to require us to grant you a similar variation or 
accommodation.

k. Pricing. We reserve the right, to the fullest extent allowed by applicable law, to 
establish maximum, minimum, or other pricing requirements with respect to the prices you may 
charge for products and services.

l. Inspections and Media Coverage of Food Borne Illness. Franchisee agrees;

(i) To comply with the food safety and health standards of the local health 
department and as set by us, whichever standards are higher and stricter;

(ii) To satisfactory complete all food safety and health training courses required 
by applicable food safety and health laws;

(iii) To close down the Restaurant if we determine that there are deficiencies 
relating to food safety, health and cleanliness, and to immediately correct said 
deficiencies to our satisfaction before re-opening the Restaurant;

(iv) To refrain from talking to the media in the event of an outbreak of a food 
borne illness, and to acknowledge our right to control the information that is 
shai'ed through the media relating to these circumstances.

The HuHot Rewards Program. You must participate in HuHot Rewards, which is a
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system-wide loyalty program that requires consumer participation in order to get 
HuHot emails. There is no separate fee to you for participation; it is funded tlirough the 
Marketing Fund. We may change the HuHot Rewards program at any time upon notice 
to you.

10. MARKETING AND PROMOTION

a. By Franchisor.

i. You agree to pay a Marketing Fund Contribution equal to one half of one 
percent (0.5%) of the Gross Revenues as defined in Paragraph 8.c of this Agreement at the 
same time and in the same manner as the Royalty. When there are 500 HuHot Restaurants, 
we have the right to increase the Marketing Fund Contribution paid by you, not to exceed 
three percent (3%) of Gross Revenues. We agree that HuHot Restaurants owned by us will 
contribute to the Marketing Fund on the same basis as franchised HuHot Restaurants.

ii. We will have sole discretion over all marketing programs funded by the 
Marketing Fund, including creative concepts, materials and endorsements, and the 
geographic markets, media placement and allocation of expenditures. The Marketing Fund 
may be used to pay the costs of preparing and producing video, audio and written advertising 
and promotional materials and electronic media; developing, implementing, and maintaining 
an electronic commerce Website and/or related strategies; administering multi-regional 
advertising programs, including purchasing direct mail and other media advertising and 
employing advertising agencies; and supporting public relations, market research and other 
advertising and marketing activities, as determined by us. We reserve the right to expend a 
portion of the Marketing Fund on advertising that is principally a solicitation for the sale of 
franchises. However, we will not expend an amount for this use that is greater than amounts 
contributed to the Marketing Fund by company-owned or affiliate-owned HuHot 
Restaurants. We will account for the Marketing Fund separately from our other funds. We 
will not use the Marketing Fund to defray any of our general operating expenses, except for 
reasonable salaries, administrative costs and overhead as we may incur in activities 
reasonably related to the administration of the Marketing Fund and our marketing programs, 
including conducting market research, preparing advertising, promotional and marketing 
materials and collecting and accounting for contributions to the Marketing Fund. In the event 
all the Marketing Fund Contributions collected in any year are not expended in that same 
year, we have the right to roll said unused monies for use in the succeeding year. We are not 
required to have the Marketing Fund audited; however, we will furnish you an un-audited 
annual report of the Marketing Fund upon written request.

iii. You understand and acknowledge that the Marketing Fund is intended to 
enhance recognition of the Marks and patronage of HuHot Restaurants. We are under no 
obligation to: (i) spend any amount in your market; (ii) ensure that expenditures of the 
Marketing Fund in or affecting any geographic area are proportionate or equivalent to the 
Marketing Fund Contributions paid by HuHot Restaurants operating in that geographic area; 
or (iii) insure that any HuHot Restaurants will benefit directly or in proportion to their
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Marketing Fund Contributions from the development of advertising, promotional and 
marketing materials or programs.

iv. We assume no direct or indirect liability or obligation to you or to the 
Marketing Fund with respect to any failure by any franchisees of Franchisor to make any 
contributions to the Fund. The Marketing Fund will not be our asset. Although the Fund is not 
a trust, we will hold all Fund contributions for the benefit of the contributors and use 
contributions only for the purposes described in this Section. We do not owe any fiduciary 
obligation to you for administering the Fund or any other reason.

V. We have the right to waive, reduce, forgive, or otherwise modify the 
obligation of other franchisees to contribute to the Marketing Fund, and to make available to 
other franchisees the benefits of the Marketing Fund even though they may not be required 
to pay Marketing Fund Contributions in the same amounts that you must pay under this 
Agreement.

vi. We have the right to terminate the Marketing Fund by giving you thirty (30) 
days written notice. We have the right to reinstate the Marketing Fund under the same terms 
and conditions as set forth herein, by giving you thirty (30) days prior written notice of 
reinstatement.

b. By Franchisee.

i. You agree to list your Restaurant at your expense in each of the telephone 
directories distributed within your general market, in such business classifications as We 
prescribes from time to time.

ii. At any time Restaurant’s average quarterly sales volume is less than the 
average quarterly sales volume of all HuFIot Restaurants nationwide, you will spend not less 
than three percent (3%) of your Gross Revenues on local advertising and promotion, 
inclusive of telephone directory listings. Such expenditures shall be made directly by you, 
subject to our approval and direction. Within fifteen (15) days of our request, you shall 
furnish to us, in a manner we approve, an accurate accounting of the expenditures on local 
advertising and promotion for the period requested. This requirement for local advertising 
and promotion expenditures shall commence immediately upon the Restaurant opening.

iii. You shall join any local advertising co-operative which has been or may be 
formed by a majority vote of franchisees and Franchisor-owned or affiliate-owned 
Restaurants in your "Area of Dominant Influence" as determined by Arbitron Co. We 
assume no direct or indirect liability or obligation to you or to any local co-operative, 
including without limitation, any failure by any franchisees to make any contributions to the 
co-operative. You shall contribute advertising and promotion funds due under the foregoing 
paragraph to the local advertising cooperative, and the failure by you to make said 
contributions to the cooperative is a breach of this Agreement. All expenditures of funds by 
the cooperative shall be made pursuant to its bylaws in effect from time to time.
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iv. Prior to their use by you, samples of all local advertising and promotional 
materials not prepared or previously approved by us shall be submitted to us for approval. If 
written disapproval is not received by you within fifteen (15) days from the date of receipt by 
us of such materials, we shall be deemed to have given the required approval. You shall not 
use any advertising or promotional material that we have disapproved.

11. RECORDS AND REPORTS

a. Accounting and Records. During the Term, you agree, at your expense: (1) to 
establish and maintain record keeping and accounting systems conforming to the requirements we 
prescribe from time to time; and (2) to prepare and preserve for three (3) years from the date of their 
preparation full, complete and accurate books, records and accounts prepared pursuant to such 
accounting procedures as we may prescribe from time to time, copies of sales tax returns and copies 
of such portions of your state and federal income tax returns as reflect the operation, income or 
losses of the Restaurant.

b. Reports and Tax Returns.

i. Furnished to Franchisor. You shall furnish to us the following; (a) 
concurrently with the payment of the royalty fees, a report of the Gross Revenues of the 
Restaurant for the preceding week; (b) within thirty (30) days of the end of each quarter, 
profit and loss statements and cash flow statements for that quarter as well as year-to-date, 
and a balance sheet as of the end of that quarter; and (c) within ninety (90) days of the end of 
each fiscal year, an annual profit and loss statement, cash flow statement, and a balance 
sheet as of the fiscal year end. The annual statements provided by Franchisee pursuant to 
Paragraph ll.b.i.(c), if requested by us, shall be accompanied by an opinion of a certified 
public accountant or firm of certified public accountants selected by you and approved by us, 
which opinion may be qualified only to the extent reasonably acceptable to us. Further, you 
shall furnish to us copies of other reports designated by us and such other information and 
supporting records as we prescribe from time to time. All such financial statements, reports 
and information shall be on forms we approve and shall be signed and verified by you. 
Franchisee agrees that his computer system will be polled (accessed by electronic means) by 
Franchisor to verify Gross Revenues. Franchisor (and its accountant and/or other designee) 
shall have the right to make extracts from the copies of all such documents and information.
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ii. Availability for Inspection. You shall maintain readily available for 
inspection by us, and shall furnish to us upon our request, exact copies of all state sales tax 
returns and such portions of your federal and state income tax returns as reflect the 
operation, income or losses of the Restaurant. In addition, you at your expense shall furnish 
to us (and our accountant and/or other designee) for inspection or audit such forms, reports, 
records, financial statements and other information as we may require. You shall make such 
financial and other information available at such locations as we may reasonably request 
(including our office) and shall afford us (and our accountant and/or other designee) full and 
free aceess thereto during regular business hours. We (and our aceountant and/or other 
designee) shall have the right to make extracts from the copies of all such documents and 
information.

c. Use of Data. Name, Photograph and Biographic Information. You consent to the 
use of your name, photograph, and biographieal and fmaneial data coneeming the operation of your 
business, as well as photographs of the interior and exterior of your Restaurant, in our advertising and 
other literature promoting HuHot Restaurants.

d. Consent by Franchisee to Collect. Use, and Disseminate Data. Franchisee hereby 
consents to the collection, use and dissemination by Franehisor of any and all data colleeted or 
provided by Franchisee to Franchisor, whether polled electronically by Franchisor or furnished 
eleetronically or otherwise by Franehisee. Franchisee further consents to Franehisor using third 
party vendors to poll Franchisee’s data and furnish said data to Franchisor at any time without 
limitation. Franchisor shall have the right to use sueh data in any manner that Franchisor deems 
appropriate, without compensation to Franehisee, including but not limited to, the disclosure or 
distribution of such data to other HuFIot franchisees, or the disclosure of such information to 
prospective HuHot franchisees by inclusion in Franchisor’s franchise disclosure document or 
otherwise. Franchisor shall mark such data as “Confidential” when Franchisor disseminates the data 
internally. Franehisor shall omit names of Franchisees when the data is ineluded in the franchise 
disclosure document. Franchisee shall treat as confidential and not divulge to any other parties any 
financial data of other franehisees that Franchisor disseminates and has marked “Confidential.”

12. INSPECTIONS AND AUDITS

a. Examinations of Books and Records

i. Franchisor’s Right to Examine and Audit. We shall have the right at any 
time during business hours, and without prior notice to you, to examine or audit or eause to 
be examined or audited the business records, bookkeeping and accounting records, bank 
statements, sales and income tax records and returns and other books and records of the 
Restaurant and the books and reeords of any corporation, partnership or limited liability 
company which is the Franchisee under this Agreement or which conducts any business 
relating to the franchise. You shall maintain all such books, records and supporting 
documents at all times at your business office. You shall fully cooperate with our 
representatives and accountants hired by us to conduct any such examination or audit.
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ii. Audit Fees. In the event any such examination or audit shall disclose an 
understatement of Gross Revenues of the Restaurant, you shall pay to us, within ten (10) 
days after receipt of the examination or audit report, the royalty fees and any Marketing Fund 
Contributions due on the amount of such understatement, plus interest (at the rate and on the 
terms provided in Paragraph 8.d. hereof) from the date originally due until the date of 
payment. Further, in the event such examination or audit is made necessary by your failure 
to furnish reports, supporting records, financial statements or other documents or 
information, as herein required, or your failure to furnish such reports, records, financial 
statements, documents or information on a timely basis, or if an understatement of the Gross 
Revenues of the Restaurant for any period is determined by any such examination or audit to 
be one-and-one-half percent (1.5%) or greater, you shall reimburse us for the reasonable 
costs of such audit or examination, including, without limiting, the charges and 
disbursements of any independent accountants and the travel expenses, room and board (if 
any) and compensation of our employees in connection with such audit or examination. The 
foregoing remedies shall be in addition to all our other remedies and rights hereunder or 
under applicable law. Should audit reveal no material financial understatement, we shall 
reimburse you for reasonable expenses expended by you in connection with such audit and 
examination.

b. Inspection of the Restaurant. To determine whether you are complying with this 
Agreement and all System standards, and to insure the proper use of the Marks, we shall have the 
right at any time during business hours, and without prior notice to you, to inspect the Restaurant. 
You shall fully cooperate with our representatives making any such inspection and shall permit our 
representatives to take photographs, movies, or videotapes or digital recordings of the Restaurant; to 
interview employees and customers of the Restaurant; and to remove samples of any products and 
supplies.

13. LATE FILING FEE

You acknowledge that timely furnishing of the reports required under Paragraph ll.b.i is 
necessary to enable us to assess the performance of the Restaurant and to assist you in enhancing 
such performance, and to enable us to determine the amount of Royalty Fees and Marketing Fund 
Contributions due from you. Accordingly, you agree that in the event that you willfully fail to 
submit any reports or tax returns required to be furnished to us under this Agreement, within 15 
days of their due date, you shall pay to us a late filing fee in the amount of $100 per day thereafter 
until such reports or tax returns are furnished. The imposition of a penalty in no manner limits our 
rights to exercise any other remedy available under this Agreement or in law.

14. TRANSFER

a. By Franchisor. We may change our ownership or form and/or assign this 
Agreement and any other agreement to a third party without restriction. Following assignment 
by us, this Agreement shall inure to the benefit of any transferee or other legal successor to our 

. interests. After our assignment of this Agreement to a third party who expressly assumes the 
obligations under this Agreement, we no longer will have any performance or other obligations 
under this Agreement.
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b. By Franchisee.

i. Franchisee May Not Transfer Without Approval of Franchisor. You
understand and acknowledge that the rights and duties created by this Agreement are 
personal to you and your owners and that we have granted the Franchise to you and 
Franchisee’s owners in reliance upon the individual or collective character, skill, aptitude, 
attitude, business ability and financial capacity of Franchisee and its owners. Accordingly, 
neither this Agreement nor the Franchise (or any interest therein), nor any part or all of the 
ownership of Franchisee (if you are a corporation, partnership or limited liability company) 
or of the assets (other than assets disposed of in the ordinary course of business) of 
Franchisee or the Restaurant, or any interest in any of the foregoing, may be transferred, 
sold, assigned, pledged, mortgaged or liened without our prior written approval, and any 
such transfer without such approval shall constitute a breach hereof and convey no rights to 
or interests in this Agreement, the Franchise, Franchisee, the Restaurant or your assets. For 
purposes of this Article 14 on transfers, the following shall be deemed to be transfers 
requiring Franchisor’s consent: (a) any transfer to a corporation, partnership, limited liability 
company, or other entity or any conversion of an entity to a different form of entity; (b) if 
you are a corporation or limited liability company, (i) any conversion, dissolution, merger, 
consolidation, or other reorganization, (ii) any issuance, sale, or other transfer of any shares 
or membership units in an amount sufficient to affect voting control or to a person or entity 
that is not an existing shareholder or member, (iii) any sale of assets not in the ordinary 
course of business, or (iv) any change in the chief executive, operating, or financial officer or 
any manager; (c) if you are a partnership, any change in or withdrawal of any partner or 
conversion, merger, consolidation, or other reorganization or any dissolution of the 
partnership; and (d) if you consist of more than one person, any transfer from one person to 
any other.

ii. Conditions for Approval of Transfer. If you and Franchisee’s owners are 
in full compliance with this Agreement, we shall not unreasonably withhold our approval of 
a transfer that meets all the applicable requirements of this Paragraph. The proposed 
transferee and its owners must be individuals of good moral character and otherwise meet 
our then applicable standards for HuHot Restaurant franchisees, and the financial terms of 
the proposed transfer shall not, in our judgment, unduly burden the proposed transferee so as 
to impair its ability to successfully operate the Restaurant. We shall interview and evaluate 
the proposed transferee at our principal place of business or at such other location that we 
designate. A transfer of ownership in the Restaurant (including a transfer of substantially all 
the assets used in the operation of the business) may only be made in conjunction with a 
transfer of the Franchise, or if you are a corporation, partnership or limited liability 
company, the interest in Franchisee, or is one of a series of transfers which in the aggregate 
constitute the transfer of the Franchise or a controlling interest in Franchisee. All of the 
following conditions must be met prior to or concurrently with the effective date of the 
transfer (unless otherwise specified):

(1) the assignee or transferee shall have been approved by us for financial
responsibility, good moral character and suitability as an operator of a HuHot
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Restaurant;

(2) You or the assignee or transferee shall pay to us a transfer fee of Three 
Thousand Five Hundred Dollars ($3,500), and, if transferee has not previously 
successfully completed our training program, a training fee of Two Thousand Five 
Hundred Dollars ($2,500) for each person for whom training is required by us or 
requested by Assignee;

(3) the assignee or transferee shall not be engaged as a licensor, franchisor, 
independent operator or franchisee of any competitive business, except that the 
assignee, transferee or purchaser may be an existing franchisee of Franchisor or our 
affiliate;

(4) You shall have paid all outstanding debts and obligations to us and our 
affiliates, including the royalty fees and all amounts due the Marketing Fund, and to 
our designated suppliers;

(5) You and Franchisee’s owners shall execute a release of any and all claims 
against us and our affiliates, and our and our affiliates’ officers, directors, agents, and 
employees, arising out of or related to this Agreement, or any other agreement with us 
or our affiliates, which release shall contain language and be in the form we prescribe;

(6) the assignee or transferee (and its owners) shall, at our sole discretion, have 
executed and agreed to be bound by: (i) an assignment and assumption agreement 
satisfactory to us, whereby the assignee assumes your obligations under this 
Agreement; or (ii) our then-current form of franchise agreement, for a term equal to 
the remaining term of the franchise, but which may provide for a different rate for 
Royalty Fees and Marketing Fund Contributions required hereunder;

(7) if required, the lessor(s) of the premises of the Restaurant or any leased 
furniture, fixtures and equipment has consented to your assignment or sublease of 
said premises or furniture, fixtures and equipment to the proposed assignee;

(8) We shall have approved the material terms and conditions of such assignment 
and shall have determined that the price and terms of payment are not so burdensome 
as to adversely affect the future operations of the Restaurant by the assignee;

(9) You shall have entered into an agreement with us agreeing to subordinate any 
obligations of such transferee or assignee to make installment payments of the 
purchase price or any other payments to you to such transferee’s or assignee’s 
obligations to us, including, without limitation, any Royalty Fees or Marketing Fund 
Contributions; and

(10) the assignee or transferee shall complete to our satisfaction, at assignee or 
transferee’s expense and upon such terms and conditions as we may reasonably 
require, any training programs then in effect for franchisees at such time and place

C;\DOC\C716\3244\FDD 2017\FDD2017.004 multislate redlined from FDD2016.003 multistate.docx



designated by us.

iii. Reimbursement of Franchisor’s Expenses. In the event you shall request 
consent to a transfer of this Agreement or a controlling interest in Franchisee and for any 
reason such transfer is not completed or consummated, we shall be entitled to 
reimbursement of our reasonable expenses incurred in connection with such proposed 
transfer in accordance with the procedures set forth herein, including, without limitation, 
expenses related to investigating, processing and training any proposed transferee.

c.

iv. Transfer to a Wholly-Owned Entity. If you are a natural person and are in 
full compliance with this Agreement, we shall not unreasonably withhold our approval of a 
transfer in the case of a proposed assignment or transfer of this Agreement and the Franchise 
to a corporation, partnership or L.L.C. which conducts no business other than the Restaurant, 
which is actually managed by you and in which Franchisee maintains management control 
and owns and controls at least fifty-one percent (51%) of the general partnership interest or 
the equity and voting power of all issued and outstanding capital stock or membership 
interests, provided that all owners of such corporation, partnership or L.L.C. agree jointly 
and severally to guarantee the obligations of Franchisee under this Agreement and to be 
bound by the provisions of this Agreement in the form we prescribe. Transfer of shares or 
interests representing 50% or more of the ownership in such corporation, partnership or 
L.L.C. will be subject to the provisions of Paragraph 14.b.ii. You shall notify us in writing 
of the name and address of each and every shareholder, partner, officer, member, director 
and supervisory employees of any such corporation, partnership or L.L.C. and any changes 
thereto.

Death or Disability of Franchisee.

i. Transfer of Interest. Upon the death or permanent disability of you or any 
other owner of a controlling interest in Franchisee, the executor, administrator, conservator, 
guardian or other personal representative of such person shall transfer your interest in this 
Agreement and the Franchise, or such interest in Franchisee, to a third party approved by us. 
Such disposition of this Agreement and the Franchise, or such interest in Franchisee 
(including without limitation, transfer by bequest or inheritance), shall be completed within a 
reasonable time, not to exceed six (6) months from the date.of death or permanent disability 
and shall be subject to all the terms and conditions applicable to transfers contained in this 
Section 14. Failure to so transfer the interest in this Agreement and the Franchise or such 
interest in Franchisee within said period of time shall constitute a breach of this Agreement.

ii. Operation After Death or Permanent Disability. Upon the death or 
permanent disability of you or the owner of a controlling interest in Franchisee, the executor, 
administrator, conservator, guardian or other personal representative of such person shall 
appoint a manager to operate the Restaurant within a reasonable time, not to exceed thirty 
(30) days from the date of death or permanent disability of such person. The appointment of 
such manager shall be subject to our prior written approval and, if requested by us, such 
manager shall attend and complete our training program for franchisees. Such manager shall 
execute our then-current form of Confidentiality and Non-Competition Agreement. If in our
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judgment, the Restaurant is not being managed properly after the death or permanent 
disability of you or the owner of a controlling interest in Franchisee, we shall have the right 
to appoint a manager for the Restaurant. All funds from the operation of the Restaurant 
during the management by our appointed manager will be kept in a separate bank account, 
and all expenses of the Restaurant including compensation, other costs, and travel and living 
expenses of your manager will be charged to this account. We shall have the right to charge 
a reasonable management fee, currently $250 per day (in addition to the royalty fee and 
Marketing Fund Contributions payable under this Agreement), during the period in which 
we manage the Restaurant as herein provided.

iii. Definition of Permanent Disability. You or the owner of a controlling 
interest in Franchisee will be deemed to have a "permanent disability" if your usual, active 
participation in the Restaurant as contemplated by this Agreement is for any reason curtailed 
for a continuous period of three (3) months.

d. Effect of Consent to Transfer. Our consent to a transfer of this Agreement and the 
Franchise, or any interest in Franchisee or the Restaurant or its assets, shall not constitute a waiver 
of any claims we may have against you (or Franchisee’s owners), nor shall it be deemed a waiver of 
our right to demand exact compliance with any of the terms or conditions of this Agreement by the 
transferee.

e. Franchisor’s Right of First Refusal. If you or Franchisee’s owners shall at any 
time determine to sell an interest in this Agreement, the Franchise, the Restaurant or an ownership 
interest in Franchisee, you or Franchisee’s owners shall obtain a bona fide, executed written offer 
from a responsible and fully disclosed purchaser and shall immediately submit an exact copy of the 
offer to us. To be a valid, bona fide offer, the proposed purchase price must be in a dollar amount, 
and the proposed buyer must submit with its offer an earnest money deposit equal to at least five 
percent (5%) or more of the offering price. We shall have the right, exercisable by written notice 
delivered to you or Franchisee’s owners within fifteen (15) days from the date of delivery of an 
exact copy of such offer to us, to purchase such interest for the price and on the terms and 
conditions contained in such offer, provided that we may substitute cash for any forrn of payment 
proposed in such offer. Our credit shall be deemed equal to the credit of any proposed purchaser. 
We shall have not less than sixty (60) days from the date of exercise of our right of first refusal to 
prepare for closing. We shall be entitled to purchase such interest subject to all customary 
representations and warranties given by the seller of the assets of a business or voting stock of an 
incorporated business, as applicable, including without limitation, representations and warranties as 
to ownership, condition and title to stock and/or assets. If we do not exercise our right of first 
refusal, you or Franchisee’s owners may complete the sale to such purchaser pursuant to and on the 
exact terms of such offer, subject to our approval of the transfer, as provided in Section 14. If the 
sale to such purchaser is not completed within one hundred (120) days after delivery of such offer to 
us, or if there is a material change in the terms of the sale, we shall have an additional right of first 
refusal for thirty (30) days on the same terms and conditions as are applicable to the initial right of 
first refusal. For purposes of this paragraph, a material change in an offer shall include, but not be 
limited to, a deviation of greater than 10% in the price you originally offered to us.

15. TERMINATION BY FRANCHISEE.
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If you are in substantial compliance with this Agreement and we materially breach this 
Agreement and fail to cure such breach within thirty (30) days after written notice thereof is 
delivered to us, or if such breach camiot reasonably be cured within such thirty (30) day period, and 
we fail to commence a bona fide program to cure such breach within such thirty (30) day period and 
continue to complete such cure, then you may terminate the Franchise effective ten (10) days after 
delivery to us of written notice of termination. A termination of this Agreement for any other reason 
than material breach of this Agreement by us, and failure to cure such breach within the time period 
specified herein, shall be deemed a termination by you without cause.

16. TERMINATION BY FRANCHISOR.

a. We shall have the right to terhiinate this Agreement effective upon delivery of notice 
to you, and without an opportunity to cure, if:

i. You fail to have the Restaurant open for business within sixteen (16) months 
from the date of this Agreement.

ii. You abandon, surrender, transfer control of, lose the right to occupy the 
premises of the Restaurant, or fail to actively operate the Restaurant;

hi. You assign or transfer this Agreement or any interest therein or in the 
Franchise, the Restaurant, or the assets of the Restaurant without compliance with the 
provisions of this Agreement;

iv. You are adjudged bankrupt, become insolvent or make a general assigmnent 
for the benefit of creditors;

V. You, or any of Franchisee’s owners, are convicted of or plead no contest to a 
felony or are convicted or plead no contest to any crime or offense that is likely to adversely 
affect the reputation of the Restaurant or the goodwill associated with the Marks;

vi. Your operation of the Restaurant would result in a tlireat or danger to the 
public health and safety;

vii. You fail on three (3) or more separate occasions within any twelve (12) 
consecutive month period to submit when due financial statements, reports or other data, 
information or supporting records; to pay when due the royalty fees. Marketing Fund 
Contributions, amounts due for purchases from us or our affiliates or other payments due to 
us or our affiliates; or otherwise fail to comply with this Agreement, whether or not such 
failures to comply are corrected after notice thereof is given to you;

viii. You or any of Franchisee’s owners fail to comply with the covenants 
contained in Paragraph 9.f of this Agreement;

ix. You or any of Franchisee’s owners disclose or divulge the contents of the
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Operations Manual, or other Manual or other trade secret or other confidential information 
provided to you by us contrary to provisions of this Agreement;

X. You fail to satisfactorily complete the Restaurant training program;

xi. Upon the death or permanent incapacity of you or an owner of a controlling 
interest in Franchisee, an approved transfer is not effected as provided in Section 14 of this 
Agreement;

xii. You fail to timely pay any lender to whom we have guaranteed your 
obligations, or to us if you have entered into a financing arrangement with us:

(1) more than three (3) times if the defaults are cured, or

(2) one (1) time if the default is not timely cured during the financing
term;

xiii. Any other agreement between Franchisor and Franchisee (or related entities, 
of which any one or more parties, whether individual, corporate or otherwise, is a party to or 
guarantor of said other agreement) is terminated, which termination is a result of your 
default and failure to cure as provided under said agreement;

xiv. Your or any of Franchisee’s owners’ assets, property, or interests are blocked 
under any law, ordinance, or regulation relating to terrorist activities, or you or any of 
Franchisee’s owners otherwise violate any such law, ordinance, or regulation; or

XV. You breach the terms of the Joinder attached to this Agreement as Rider D.

b. We shall have the further right to terminate this Agreement, effective upon the 
delivery of notice of termination to you, if you fail to pay when due any monies owed to us or our 
affiliates and do not correct such failure within ten (10) days after written notice thereof is given to 
you, or fail to comply with any other provision of this Agreement or any mandatory specification, 
standard or operating procedure prescribed by us and do not correct such failure within thirty (30) 
days after written notice of such failure to comply is given to you.

c. A default under this Agreement shall also constitute a default under any and all other 
agreements entered into between Franchisor and Franchisee (or related entities, of which any one or 
more parties, whether individual, corporate or otherwise, is a party to or guarantor of said other 
agreement), with the right to terminate the other agreement(s) in accordance with the provisions of 
those agreement(s).
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17. RIGHTS OF FRANCHISOR AND OBLIGATIONS OF FRANCHISEE
UPON TERMINATION OR EXPIRATION OF THE FRANCHISE.

a. Payment of Amounts Owed to Franchisor. You agree to pay to us within fifteen 
(15) days after the effective date of termination or expiration of the Franchise, or such later date that 
the amounts due to us are determined, such Royalty Fees, Marketing Fund Contributions, amounts 
owed for purchases by you from us or our affiliates, interest due on any of the foregoing and all 
other amounts owed to us or our affiliates which are then unpaid.

b. Marks. You agree that after the termination or expiration of the Franchise you will; 
(1) not directly or indirectly at any time or in any manner identify yourself or any business as a 

current or former HuHot Restaurant, or as a franchisee or licensee of or as otherwise associated with 
us, use any Mark or any colorable imitation thereof in any manner or for any purpose or utilize for 
any purpose any trade name, trade or service mark or other commercial symbol that suggests or 
indicates a connection or association with us; (2) return to us at your cost or destroy all forms and 
materials containing any Mark or otherwise identifying or relating to a HuHot Restaurant; (3) alter 
the interior and exterior of the Restaurant so as to distinguish its appearance from HuHot 
Restaurants, including the removal of all HuHot-required decor build-out, murals and artwork; (4) 
return to us all inventory bearing the Marks at your cost; (5) take such action as may be required to 
cancel all fictitious or assumed name or equivalent registrations relating to your use of any Mark; 
(6) change the telephone number of the Restaurant and instruct all telephone directory publishers to 
modify all felephone directory listings of the Restaurant associated with any Marks when the 
directories are next published; (7) if requested by us, transfer to us or our designee the telephone 
number of the Restaurant and all telephone directory listings associated with the Marks; and (8) 
furnish to us, within thirty (30) days after the effective date of termination or expiration, evidence 
satisfactory to us of your compliance with the foregoing obligations. Upon our request, you will 
furnish us photographs of the Restaurant as evidence of the removal of our Marks and trade dress.

c. Confidential Information. You agree that, upon termination or expiration of the 
Franchise, you will immediately cease to use our Proprietary Information or other business 
information disclosed to or otherwise learned or acquired by you from us, in any business or 
otherwise, and return to us all copies of the Operations Manual, Restaurant Development Manual, if 
any, and any other confidential materials which have been lent or made available to you by us.

d. Covenant Not to Compete. Upon termination of this Agreement by us in 
accordance with its terms and conditions or by you without good cause, or upon expiration of this 
Agreement, you and Franchisee’s owners agree that for a period of two (2) years, commencing on 
the effective date of termination or expiration or the date on which all persons restricted by this 
Paragraph 17.d. begin to comply with this Paragraph 17.d., whichever is later, neither you nor the 
operating Franchisee entity nor any Franchisee’s owners nor the guarantors to this Franchise 
Agreement shall (1) have any direct or indirect ownership interest in any Competitive Business 
located or operating within fifty (50) miles of the Restaurant or within ten (10) miles of any other 
franchisee of Franchisor, or of any company-owned or affiliate-owned HuHot Restaurant; or (2) 
have any direct or indirect ownership interest in any entity which has granted or during such two (2) 
year period grants franchises or licenses for the operation of Competitive Businesses within fifty 
(50) miles of the Restaurant or within ten (10) miles of any other franchisee of Franchisor, or of any
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company-owned or affiliate-owned HuHot Restaurant; (3) perform services as a director, officer, 
manager, employee, consultant, representative, agent, lender, lessor, or otherwise for any 
Competitive Business located within fifty (50) miles of the Restaurant or within ten (10) miles of 
any other franchisee of Franchisor, or of any company-owned or affiliate-owned FIuHot Restaurant, 
or (4) own, engage in, be employed by, advise, assist, lease or sublease to, invest in, franchise, lend 
money to, sell or lease the assets of the FIuHot Restaurant to, or have any financial or other interest 
in any Competitive Business located within fifty (50) miles of the Restaurant or within ten (10) 
miles of any other franchisee of Franchisor, or of any company-owned or affiliate-owned HuHot 
Restaurant. The restrictions of this Section shall not be applicable to the ownership of shares of a 
class of securities listed on a stock exchange or traded on the over-the-counter market that represent 
three percent (3%) or less of the number of shares of that class of securities issued and outstanding. 
To the extent that any provision of this Paragraph 17.d. or Paragraph 9.f. hereof is deemed 
unenforceable by virtue of its scope in terms of area, business activity prohibited and/or length of 
time, but could be enforceable by reducing any or all thereof, you and we agree that same shall be 
enforced to the fullest extent permissible under the laws and public policies applied in the 
jurisdiction in which enforcement is sought.

e. Continuing Obligations. All obligations of Franchisor and Franchisee. which 
expressly or by their nature survive the expiration or termination of this Agreement shall continue in 
full force and effect subsequent to and notwithstanding its expiration or termination and until they 
are satisfied in full or by their nature expire.

f. Franchisor’s Option to Purchase. Upon the termination or expiration of the 
Franchise, we shall have the option, but not the obligation, exercisable for thirty (30) days upon 
written notice to you, to purchase at fair market value, all of the assets of the Restaurant. If the 
parties cannot agree on the fair market value of the assets of the Restaurant within a reasonable 
time, such value shall be determined by an independent appraiser who shall have been selected 
jointly by the parties. We shall not assume any liabilities, debts or obligations of the Restaurant in 
connection with any such transfer and you shall indemnify us for any and all claims made against us 
arising out of any such transfer of the assets of the Restaurant. The parties shall comply with all 
applicable laws in connection with any such transfer and you shall cooperate with us in complying 
with all such requirements. At the closing of the purchase of the Restaurant, as above provided, both 
parties will execute and deliver all documents necessary to vest title in us or our nominee, free and 
clear of all liens and encumbrances. We shall have the right to set off against the purchase price of 
the assets of the Restaurant all amounts due to us from you under this Agreement or any other 
agreements between the parties.

g. Non-Solicitation of Others’ Employees. Upon expiration or termination of this 
Agreement for any reason, you and Franchisee’s owners agree that for a period of two (2) years; 
commencing on the effective date of termination or expiration, you shall not recruit or hire any 
employee of ours, of our Affiliates, or of another HuHot Franchisee, without obtaining the 
employer's prior written consent.

18. PRE-TERMINATION OPTIONS. Prior to the termination of this Agreement, if you fail 
to pay any amounts owed to us or our affiliates or fail to comply with any term of this Agreement, 
then in addition to our right to terminate this Agreement or to bring a claim for damages or to
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enforce this Agreement, we have the option:

a. To remove the listing of your HuHot Restaurant business from all advertising 
published or approved by us.

b. To cease listing your HuHot Restaurant on our website and to discontinue any links 
from that site to any site for your business.

c. To prohibit you from attending any meetings or programs held or sponsored by us;

d. To terminate your access to any computer system or software we maintain or license 
to you; and/or

e. - To suspend all services we or our affiliates provide to you under this Agreement or 
otherwise.

Our actions, as outlined in this Section 18 may continue until you have brought your accounts 
current, cured any default, and complied with our requirements, and we have acknowledged the 
same in writing. The taking of any of the actions permitted in this Section will not suspend or 
release you from any obligation that would otherwise be owed to us or our affiliates under the terms 
of this Agreement or otherwise. Further, you acknowledge that the taking of any or all such actions 
on our part will not deprive you of the most essential benefits of this Agreement, and will not 
constitute a constructive termination of this Agreement.

19. ENFORCEMENT

a. Severability and Substitution of Valid Provisions. Except for your obligation to 
pay Royalty Fees and Marketing Fund payments, or as expressly provided to the contrary herein, 
each section, paragraph, term and provision of this Agreement, and any portion thereof, shall be 
considered severable and if for any reason any such provision of this Agreement is held to be 
invalid, contrary to or in conflict with any applicable present or future law or regulation in a final, 
unappealable ruling issued by any court, agency or tribunal with competent jurisdiction in a 
proceeding to which we are a party, that ruling shall not impair the operation of, or have any other 
effect upon, such other portions of this Agreement as may remain otherwise intelligible, which shall 
continue to be given full force and effect and bind the parties hereto. If any applicable and binding 
law or rule of any jurisdiction requires a greater prior notice of the termination of or refusal to grant 
a successor franchise than is required hereunder, or the taking of some other action not required 
hereunder, or if, under any applicable and binding law or rule of any jurisdiction, any provision of 
this Agreement or any specification, standard or operating procedure prescribed by us is invalid or 
unenforceable, the prior notice and/or other action required by such law or rule shall be substituted 
for the comparable provisions hereof, and we shall have the right, in our sole discretion, to modify 
such invalid or unenforceable provision, specification, standard or operating procedure to the extent 
required to be valid and enforceable. Such modifications to this Agreement shall be effective only in 
such jurisdiction, unless we elect to give them greater applicability, and shall be enforced as 
originally made and entered into in all other jurisdictions.
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b. Waiver of Obligations.

i. We and you may by written instrument unilaterally waive or reduce any 
obligation of or restriction upon the other under this Agreement, effective upon delivery of 
written notice thereof to the other or such other effective date stated in the notice of waiver. 
Any waiver granted by us shall be without prejudice to any other rights we may haVe, will be 
subject to continuing review by us and may be revoked, in our sole discretion, at any time 
and for any reason, effective upon delivery to you of ten (10) days’ prior written notice. The 
parties shall not be deemed to have waived or impaired any right, power or option reserved 
by this Agreement (including, without limitation, the right to demand exact compliance with 
every term, condition and covenant herein or to declare any breach thereof to be a default 
and to terminate the Franchise prior to the expiration of its term) by virtue of any custom or 
practice of the parties at variance with the terms hereof; any failure, refusal or neglect of 
either party to exercise any right under this Agreement or to exercise any right under this 
Agreement or to insist upon exact compliance by the other with the other’s obligations 
hereunder including, without limitation, any mandatory specification, standard or operating 
procedure; any waiver, forbearance, delay, failure or omission by us to exercise any right, 
power or option, whether of the same, similar or different nature, with respect to any other 
HuHot Restaurant; or the acceptance by us of any payments from you after any breach by 
you of this Agreement.

11. We make no warranties or guaranties upon which you may rely, and assume 
no liability or obligation to you, by granting any waiver, approval or consent to you, or by 
reason of any neglect, delay or denial of any request therefor. Any waiver granted by us shall 
be without prejudice to any other rights we may have, will be subject to continuing review 
by us, and may be revoked, in our sole discretion, at any time and for any reason, effective 
upon delivery to you of ten (10) days’ prior written notice.

iii. Neither we nor you shall be liable for loss or damage or deemed to be in 
breach of this Agreement if failure to perform obligations results from: (1) transportation 
shortages, inadequate supply of labor, material or energy, or the voluntary foregoing of the 
right to acquire or use any of the foregoing in order to accommodate or eomply with the 
orders, requests, regulations, recommendations or instructions of any federal, state or 
municipal government or any department or agency thereof; (2) compliance with any law, 
ruling, order, regulation, requirement or instruction of any federal, state, or municipal 
government or any department or agency thereof; (3) acts of God; (4) acts or omissions of 
the other party; (5) fires, strikes, embargoes, war, or riot; or (6) any other similar event or 
cause. Any delay resulting from any of said causes shall extend performance accordingly or 
excuse performance, in whole or in part, as may be reasonable, except that said causes will 
not excuse payment of amounts owed at the time of such occurrence or payment of Royalties 
and Marketing fees due on any sales thereafter.

c. Rights of the Parties are Cumulative. The rights of Franchisor and Franchisee 
hereunder are cumulative and no exercise or enforcement by Franchisor or Franchisee of any right 
or remedy hereunder shall preclude the exercise or enforcement by Franchisor or Franchisee of any 
other right or remedy hereunder or which we or you are entitled by law to enforce.
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d. Costs and Attorneys' Fees. If we incur attorney’s fees in connection with collecting 
delinquent payments from you and/or enforcing compliance with this Agreement (whether or not 
legal proceedings are filed), you shall reimburse us our reasonable legal fees and costs so incurred. 
If a claim for amounts owed by you to us is asserted in any arbitration or judicial proceeding or 
appeal thereof, or if we or you are required to enforce this Agreement in an arbitration or judicial 
proceeding or appeal thereof, the party prevailing in such proceeding shall be entitled to 
reimbursement of its costs and expenses including, but not limited to, reasonable accounting, legal 
and attorneys' fees.

e. Governing Law/Consent to Jurisdiction. All matters relating to arbitration shall be 
governed by the Federal Arbitration Act (9 U.S.C.§1 ^ seq.). Except to the extent governed by the 
United States Trademark Act of 1946 (Lanham Act, 15 U.S.C. §1051 et ^.) or other federal law, this 
Agreement and the Franchise shall be governed by the laws of the State of Montana. You agree that we 
may institute any action against you to enforce the provisions of this Agreement in the state court in 
the county where our principal business address is then located, or the federal court in the judicial 
district where our principal business address is then located. You agree that any action you bring 
against us, subject to the arbitration clause set forth below in Section 19.1, must be brought in the state 
court in the county where our principal business address is then located, or the federal court in the 
judicial district where our principal business address is then located. You agree that such courts shall 
be the exclusive venue and exclusive proper forum in which to adjudicate any case or controversy 
arising out of or related to, either directly or indirectly, this Agreement, ancillary agreements, or the 
business relationship between the parties. You further agree that, in the event of such litigation, you 
will not contest or challenge the jurisdiction or venue of these courts. You irrevocably submit to the 
exclusive jurisdiction of such courts and waive any objection you may have to either the jurisdiction or 
venue of such court.

f. Waiver of Jury Trial. Each party irrevocably waives trial by jury in any action, 
proceeding or counterclaim, whether at law or in equity, brought by either party.

g. Limitations of Claims. Except for claims against you to recover unpaid monies due to 
us or our affiliates, any and all claims arising out of or relating to this Agreement or the relationship 
among the parties hereto or their affiliates shall be barred unless a legal action or arbitration 
proceeding is commenced within one (1) year from the date the party asserting such claims knew of 
the facts giving rise to such claims.

h. Binding Effect. This Agreement is binding upon the parties hereto, and.their 
respective executors, administrators, heirs, assigns and successors in interest.

i. Modification. This Agreement shall not be modified except by written agreement 
signed by both you and us. Notwithstanding the preceding sentence, we may modify the Operations 
Manual, and/or Restaurant Development Manual pursuant to Paragraph 4.c.

j. Construction. The preambles and riders are a part of this Agreement, which 
constitutes the entire agreement of the parties, and there are no other oral, electronic, or written 
understandings or agreements between Franchisor and Franchisee relating to the subject matter of
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this Agreement. Provided, however, nothiiig in this Agreement or in any related agreement is 
intended to disclaim our representations made in the franchise disclosure document. Except as 
otherwise set forth, nothing in this Agreement is intended, nor shall be deemed, to confer any rights 
or remedies upon any person or legal entity not a party hereto. Except where this Agreement 
expressly obligates us reasonably to approve or not unreasonably to withhold our approval of any 
action or request by you, we have the absolute right to refuse any request by you or to withhold our 
approval of any action or omission by you. Whenever this Agreement or any related agreement 
grants, confers or reserves to Franchisor the right to take action, refrain from taking action, grant or 
withhold Franchisor’s consent or grant or withhold Franchisor’s approval, unless the provision 
specifically states otherwise. Franchisor will have the right to engage in such activity at Franchisor’s 
option taking into consideration Franchisor’s assessment of the long term interests of the System 
overall. Franchisee and Franchisor recognize, and any court or judge or arbitrator is affirmatively 
advised, that if those activities and/or decisions are supported by Franchisor’s business judgment, 
neither said court, said judge, said arbitrator, nor any other person reviewing those activities or 
decisions will substitute his, her or its judgment for Franchisor’s judgment. When the terms of this 
Agreement specifically require that Franchisor not unreasonably withhold Franchisor’s approval or 
consent, if Franchisee is in default or breach under this Agreement, any withholding of Franchisor’s 
approval or consent will be considered reasonable. The headings of the several sections and 
paragraphs hereof are for convenience only and do not define, limit or construe the contents of such 
sections or paragraphs. The language of all provisions of this Franchise Agreement shall be 
construed simply according to its fair meaning and not strictly against the Franchisor or the 
Franchisee. It is the desire and intent of the parties that the provisions of this Franchise Agreement 
be enforced to the fullest extent possible under the laws and public policies applied in each 
jurisdiction in which enforcement is sought. The term "attorneys' fees" shall include, without 
limitation, reasonable legal fees, whether incurred prior to, in preparation for or in contemplation of 
the filing of any written demand or claim, action, hearing or proceeding to enforce the obligations of 
this Agreement. The term "affiliate" as used herein is applicable to any company directly or 
indirectly owned or controlled by us or you, under common control with us or you or any principal 
of Franchisor or Franchisee. References to a "controlling interest" in Franchisee shall mean more 
than fifty percent (50+%) or more of the voting control of Franchisee. The term "Franchisee" as 
used herein is applicable to one or more persons, a corporation, a partnership, or L.L.C., as the case 
may be, and the singular usage includes the plural and the masculine and neuter usages include the 
other and the feminine. If two or more persons are at any time Franchisee hereunder, whether or not 
as partners or joint venturers, their obligations and liabilities to Franchisor shall be joint and several. 
This Agreement may be executed in multiple copies, each of which shall be deemed an original as 
to the parties signing it.

k. Time is of the Essence. Time is of the essence of this Agreement.
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1. Mandatory and Binding Arbitration.

i. All disputes, controversies or claims arising out of or relating to this Agreement 
or the relationship of the parties hereto or their affiliates, or officers, directors, agents or 
employees of the parties or their affiliates, shall be submitted for arbitration to the American 
Arbitration Association on demand of any party to such dispute. Claims which must be 
submitted to arbitration pursuant to this provision include those against the parties hereto, their 
affiliates, or the officers, directors, members, agents, or employees of either. Such arbitration 
proceedings shall be conducted in Missoula, Montana and shall be heard by one arbitrator in 
accordance with the then current Commercial Arbitration Rules of the American Arbitration 
Association. All matters within the scope of the Federal Arbitration Act (9 U.S.C. §1 et seq.) 
shall be governed by it.

ii. The arbitrator shall have the right to award or include in his award any relief 
which he deems proper in the circumstances, including, without limitation, money damages 
(with interest on unpaid amounts from the date due), specific performance, injunctive relief 
and attorneys’ fees and costs in accordance with Paragraph 19.d., provided that the arbitrator 
shall not have the authority to award exemplary or punitive damages (except for your 
obligations to indemnify us for third party claims under Paragraph 7.d.), nor shall he have 
jurisdiction over any dispute relating to the ownership, validity or registration of any name or 
Mark licensed hereunder. The award and decision and judgment upon the award may be 
entered in any court of competent jurisdiction. Each party waives any right to contest the 
validity or enforceability of such award. The parties agree to be bound by the provisions of any 
limitation on the period of time by which claims must be brought. The parties further agree 
that, in connection with any such arbitration proceeding, each shall submit or file any claim 
which would constitute a compulsory counterclaim (as defined by Rule 13 of the Federal Rules 
of Civil Procedure) within the same proceeding as the claim to which it relates. Any such 
claim which is not submitted or filed in such proceeding shall be barred.

hi. We and you agree that arbitration shall be conducted on an individual, not a 
class-wide, basis and that an arbitration proceeding between Franchisor and Franchisee shall 
not be consolidated with any other arbitration proceeding involving Franchisor and any other 
person, association, corporation, partnership, L.L.C. or other entity.

iv. This provision shall continue in full force and effect subsequent to and 
notwithstanding the expiration or termination of this Agreement.

V. Notwithstanding the above and foregoing, we shall have the right to apply 
directly to a court of competent jurisdiction for a temporary restraining order, preliminary 
injunction or other emergency relief which may be available to protect the name, Marks or 
System licensed hereunder, without the necessity of first filing an arbitration demand.

m. Franchisor’s Right to Change Personnel. You acknowledge that we maintain a staff 
to manage and operate the Franchise System and that staff members can change as employees 
come and go. You represent that you have not signed this Agreement in reliance on any particular 
shareholder, director, officer, or employee remaining with us in that capacity.
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n. Franchisor’s Right to Implement., Change and Rescind Policies. Any policies that 
we adopt and implement from time to time, including policies to guide us in our decision-making, 
are subject to change, are not a part of this Agreement, and are not binding on us.

o. No Third Party Beneficiary Claims. Except as provided in Subsection 7.d. on 
Indemnification, nothing in this Agreement is intended or deemed to confer any rights or remedies 
upon any person or legal entity not a party to this Agreement.

p. Waiver of Collateral Estoppel. The parties agree that they should each be able to 
settle, mediate, litigate, arbitrate, or compromise disputes in which they are involved with third 
parties, without having the disposition of such disputes directly affect the contract or relationship 
between the Parties. We and you therefore each agree that a decision of an arbitrator or of a court 
of law in litigation to which one of them is not a party shall not in any manner prevent the person 
that was a party to such action from making similar arguments, or taking similar positions, in any 
action between you and us. The parties, therefore, waive the right to assert the principles of 
collateral estoppel in any action between the parties to this Franchise Agreement so that one party 
is prevented from raising against the other party to this Franchise Agreement the loss by that party 
of a similar claim or defense in another action.

20. NOTICES AND PAYMENTS.

All written notices and reports permitted or required to be delivered by the provisions of this 
Agreement or of the Operations Manual or Restaurant Development Manual shall be deemed so 
delivered at the time delivered by hand, one (1) business day after transmission by facsimile, 
telegraph or other electronic system, one (1) business day after being placed in the hands of a 
commercial courier service for overnight delivery, or three (3) business days after placement in the 
United States Mail by Registered or Certified Mail, Return Receipt Requested, postage prepaid and 
addressed to the parties as follows;

Franchisor: HuHot Mongolian Grills, LLC 
223 East Main Street 
Missoula, Montana 59802

Franchisee: Name and Address of Person to Receive Notice for Franehise Owner.

(a) Name;_______
(b) Postal Address:,

or at the most current principal business address of which the notifying party has been notified. Any 
required payment or report not actually received by us during regular business hours on the date due 
(or postmarked by postal authorities at least two (2) days prior thereto) shall be deemed delinquent. 
You may change the person and/or address for notice only by giving us thirty (30) days’ prior 
written notice.
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Any notice that we send to you may be sent only to the one (1) person identified above, even if you 
have multiple owners. You acknowledge and agree that notice to the person identified above 
constitutes notice to you and to all the owners of Franchisee.

21. ACKNOWLEDGEMENTS.

a. You acknowledge that you have read this Agreement and our Franchise Disclosure 
Document; and that you understand and accept the terms, conditions and covenants 
contained in this Agreement as being reasonably necessary to maintain our high standards of 
quality and service and the uniformity of those standards and thereby to protect and preserve 
the goodwill of the Marks and the FluHot System. You acknowledge that you have 
conducted an independent investigation contemplated by this Agreement and recognize that 
it involves business risks and that the success of the venture is largely dependent upon your 
business abilities. You further represent to us, as an inducement to our entry into this 
Agreement, that you have made no misrepresentations in obtaining the Franchise. You 
further acknowledge that you understand that, other than what is contained in our Franchise 
Disclosure Document: (a) that we do not furnish any oral or written information concerning 
the actual or potential sales, costs, income or profits of a HuHot Restaurant; (b) that we do 
not authorize our salespersons, officers, employees or other representatives to furnish such 
information, and (c) that you have not received any such information, either oral or written, 
concerning the actual or potential sales, costs, income or profits of a FluHot Restaurant.

b. You acknowledge that we are primarily engaged in the business of licensing rights. 
You further acknowledge that you shall operate the HuHot Restaurant for itself and not for 
us. You shall provide products and services for your customers and not for us.

c. You expressly acknowledge that we are not your employer or an employer of any of 
your employees. In addition, we are not a “joint employer” with you. You shall be the sole 
employer of your employees and shall be solely responsible for the hiring, firing, 
compensation, scheduling of work and performance evaluation of any and all persons 
employed by you. You are solely responsible for establishing your own employee relations 
policies and the handling any disciplinary matters that may arise. Unless a critical need 
arises, we shall not have access to your employer or employee records.

d. Notwithstanding our requirement set forth in Section 9.e. of this Agreement, that 
your manager(s) attend our training program, you shall be solely responsible for training 
your own employees.

e. You acknowledge our training, guidance, advice and recommendations, your 
obligations under this Agreement, and the standards or specifications we require, are 
imposed not for the purpose of exercising control of you, but rather for the limited purposes 
of protecting our proprietary marks, goodwill and brand consistency. You are solely 
responsible for the management of the HuHot Restaurant as an independent franchise 
owner/operator. You are solely responsible for your own investigation of and compliance 
with all laws and regulations to which you or the HuHot Restaurant is subject. If your or the 
HuHot Restaurant’s compliance with such laws or regulations require, you shall
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automatically be entitled to a variance of any standard, specification, requirement, term or 
condition imposed hereunder for such compliance. We . do not represent that any of the 
training, guidance, advice or recommendations which we provide, or the . standards, 
specifications, requirements or restrictions which we impose (all of which are provided or 
imposed for the protection of the proprietary marks, goodwill and brand consistency), 
comply with the laws and regulations to which you or the HuHot Restaurant may be subject.

22. ELECTRONIC SIGNATURE AND DELIVERY

This Agreement may be signed with full legal force and effect using electronic signatures 
and records. Delivery of this Agreement by facsimile, email or other functionally equivalent 
electronic means of transmission constitutes valid and effective delivery.

O'enatmepage to IbJIow
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23. CERTIFICATION OF OWNERSHIP OF FRANCHISEE

By executing this Agreement. Franchisee is certifying that all the equity owners of the 
Franchisee entity are listed on Rider C to this Agreement. Franchisee agrees to notify Franchisor in 
wiiiiiig in. the event of £tny changes in the ownership of the Franchisee entity. In the event additional 
persons become owarers of Franchisee. Franchisee will cause such persons to execute Rider C, and 
to deliver the revised Rider C to Franchisor.

24. SPOUSAL GUARANTY

In the event that there is involvement in the franchised business by the spouse of Franchisee, 
or if Frmichisee of a legal entity, bv the spouse of any owper. each such spouse must execute the 
Guaranty and Assumption of Obligations attached as Rider C, as if each spouse were an original 
party to this Agreement in his or her individual capacity. Franchisor shall make the final 
determination whether a spouse of Frmchisee or of an owner of Franchisee must sign the Guanurtv 
and Assumption of Obligations.

IN WITNESS WHEREOF the parties hereto have executed, sealed, and delivered this 
Agreement in two (2) counterparts effective on the day and year first above written.

THIS AGREEMENT IS NOT EFFECTIVE UNLESS AND UNTIL ACCEPTED BY THE 
FRANCHISOR, AS EVIDENCED BY DATING AND SIGNING BY AN OFFICER OF 
FRANCHISOR.

Franchisor:
HUHOT MONGOLIAN GRILLS, L.L.C.,
a Montana limited liability company

Franchisee: 
Corporate Signature)

By:_________
Title:________
Date Accepted:

By:_______
Title:_____
Date Signed:

Individual Signatures;
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RIDER A to FRANCHISE AGREEMENT

FRANCHISEE'S LOCATION

The parties hereto agree that the HuHot Restaurant to be operated by Franchisee pursuant to the 
Franchise Agreement shall be located at the following premises:

You acknowledge and agree that our approval of the premises for the Restaurant and any 
information communicated to you regarding the premises for the Restaurant do not constitute a 
representation or warranty of any kind, express or implied, as to the suitability of the premises for a 
HuHot Restaurant, of the economic terms of the lease or sublease, or for any other purpose. Our 
approval of the premises indicates only that we believe that the premises falls within the acceptable 
range under criteria applied by us as of the time period encompassing the evaluation. Both you and 
we acknowledge that application of criteria that have been effective with respect to other sites and 
premises may not be predictive of potential for all sites and premises. The uncertainty and instability 
of such criteria are beyond our control and you agree that we will not be responsible for the failure 
of a site and premises approved by us to meet expectations as to potential revenue or operational 
criteria. You further acknowledge and agree that your acceptance of a franchise for the operation of 
a HuHot Restaurant at the above premises is based on your own independent investigation of the 
suitability of the premises.

HUHOT MONGOLIAN GRILLS, L.L.C.
a Montana limited liability company Franchisee

By:_
Title: Franchisee

Franchisee

Franchisee

Franchisee
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RIDER B to FRANCHISE AGREEMENT

FRANCHISEE’S PROTECTED AREA

Franchisee’s Protected Area shall be that area located:

HUHOT MONGOLIAN GRILLS, L.L.C.
a Montana limited liability company Franchisee

By:_
Title: Franchisee

Franchisee

Franchisee

Franchisee
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RIDER C to FRANCHISE AGREEMENT

GUARANTY AND ASSUMPTION OF OBLIGATIONS

THIS GUARANTY AND ASSUMPTION OF OBLIGATIONS is given this 
day of,, by.

In consideration of, and as an inducement to, the execution of that certain HuHot Franchise 
Agreement of even date herewith (the "Agreement") by HuHot Mongolian Grills, LLC (the 
"Franchisor"), each of the undersigned hereby personally and unconditionally (a) guarantees to 
Franchisor, and its successors and assigns, for the term of the Agreement and thereafter as provided 
in the Agreement, that '̂ ("Franchisee") shall punctually pay and 
perform each and every undertaking, agreement and covenant set forth in the Agreement; and (b) 
agrees to be personally bound by, and personally liable for the breach of, each and every provision 
in the Agreement, both monetary obligations and obligations to take or refrain from taking specific 
actions or to engage or refrain from engaging in specific activities, including without limitation the 
provisions of Paragraph 9.f and 16.d.

Each of the undersigned waives: (1) acceptance and notice of acceptance by Franchisor of 
the foregoing undertakings; (2) notice of demand for payment of any indebtedness or 
nonperformance of any obligations hereby guaranteed; (3) protest and notice of default to any party 
with respect to the indebtedness or nonperformance of obligations hereby guaranteed; (4) any right 
he may have to require that an action be brought against Franchisee or any other person as a 
condition of liability; and (5) any and all other notices and legal or equitable defenses to which he 
may be entitled.

Each of the undersigned consents and agrees that: (1) his direct and immediate liability 
under this guaranty shall be joint and several; (2) he shall render any payment or performance 
required under the Agreement upon demand if Franchisee fails or refuses punctually to do so; (3) 
such liability shall not be contingent or conditioned upon pursuit by Franchisor of any remedies 
against Franchisee or any other person; and (4) such liability shall not be diminished, relieved or 
otherwise affected by any extension of time, credit or other indulgence which Franchisor may from 
time to time grant to Franchisee or to any other person, including without limitation the acceptance 
of any partial payment or performance, or the compromise or release of any claims, none of which 
shall.in any way modify or amend his guaranty, which shall be continuing and irrevocable during 
the term of the Agreement.
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IN WITNESS WHEREOF, each of the undersigned has hereunto affixed his signature on 
the same day and year as the Agreement was executed.

GUARANTOR(S)
PERCENTAGE OF 

OWNERSHIP OF FRANCHISEE

%

_%

_%

%
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RIDER D-1 to FRANCHISE AGREEMENT

Joinder and copy of SpenDifference Participation Agreement

48
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JOINDER TO
SPENDIFFERENCE PARTICIPATION AGREEMENT

WHEREAS, pursuant to that certain SpenDifference Participation Agreement dated as of January___, 2011 (the
“Participation Agreement”) between SpenDifference, LLC (“SpenDifference”) and HuHot Mongolian Grills, LLC 
(“Participant”), Participant uses the services of SpenDifference and purchases products and services for its HuHot 
Restaurants from SD Vendors under SD Vendor Agreements (all initial capitalized terms used but not defined in this 
Joinder shall have the meanings set forth in the Participation Agreement); and

WHEREAS, the undersigned franchisee (“Franchisee”) is a franchisee of Participant and operates a HuHot 
Restaurant at the following location(s) (collectively, the “Restaurants”) under one or more franchise agreements with 
Participant (collectively, the “Franchise Agreements”):

and
WHEREAS, Franchisee desires to participate in the Participation Agreement as a Participating Franchisee and, in 

order to induce SpenDifference and Participant to allow Franchisee to do so, agrees to the terms of this Joinder.
NOW, THEREFORE, to induce Participant to enter into the Participation Agreement and to enable Franchisee to 

participate in the Participation Agreement as a Participating Franchisee, Franchisee agrees as follows:
1. Joinder. Franchisee hereby joins and agrees to be bound by, and liable for the breach of, all obligations 

of Participant under the Participation Agreement as if Franchisee were the Participant thereunder, (including, without 
limitation, the obligations in Sections 2(b), 2(c), 2(d), 4, 5(a), 5(b), 6 and 13) with respect to Franchisee’s HuHot 
Restaurants. Franchisee shall be entitled to the rights afforded to Participating Franchisees under the Participation 
Agreement (but not rights afforded only to Participant under the Participation Agreement) with respect to Franchisee’s 
HuHot Restaurants, provided that Franchisee complies with its obligations under the Participation Agreement and this 
Joinder.

2. Termination. Franchisee may terminate this Joinder and its obligations under the Participation 
Agreement as of the end of the Initial Term or the then current Renewal Term by delivering written notice to 
SpenDifference at least 90 days before it expires. Participant may terminate this Joinder and Franchisee’s rights under the 
Participation Agreement at any time if Franchisee is then in default of any of its obligations under this Joinder, the 
Participation Agreement or any Franchise Agreement or related agreement with Participant. This Joinder, together with 
Franchisee’s rights under this Joinder and the Participation Agreement, terminate automatically, without notice, with respect 
to each Restaurant effective upon the transfer, termination or expiration of the Franchise Agreement for that Restaurant. 
When this Joinder terminates or expires. Franchisee agrees to comply with all obligations of Participant under the 
Participation Agreement that expressly or by their nature survive the Participation Agreement’s termination.

3. General. The Recitals above are incorporated herein by this reference. This Joinder is an amendment 
to, and forms part of, the Franchise Agreements. This Joinder, together with the Participation Agreement and the 
Franchise Agreement, constitutes the entire agreement between Franchisee and Participant, and there are no oral or other 
written understandings, representations or agreements between Franchisee and Participant, relating to the subject matter 
of this Joinder. No modification, change or amendment of this Joinder shall be effective unless in writing and executed 
by all parties. If there is a conflict between any provision of the Participation Agreement and a provision of this Joinder, 
the provision of this Joinder controls.

IN WITNESS WHEREOF, this Joinder shall be deemed executed and made in as of this __
_______ , 201__and shall be irrevocable and binding upon the successors and assigns of the undersigned.

day of
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SPENDIFFERENCE PARTICIPATION AGREEMENT

This Participation Agreement (this “Agreement”) is made between SpenDifference, LLC, a Colorado 
limited liability company (“SpenDifference”), with an address of 12015 E. 46"' Ave., Suite 300, Denver, 
CO 80239, and HuHot Mongolian Grills, LLC (“Participant”), with an address of 223 East Main Street, 
Missoula, MT 59802, effective as of, 2011 (the “Effective Date”).

RECITALS

. A. SpenDifference pursues third party contracting of supply chain services to the restaurant industry 
by negotiating contracts or other agreements with product manufacturers, suppliers, service providers, 
vendors and distributors based in part on the aggregate volume of purchases by its clients. 
SpenDifference’s clients are entitled to purchase or otherwise acquire products or services on terms 
negotiated by SpenDifference.

B. The product manufacturers, suppliers, service providers, vendors, distributors and other parties 
with which SpenDifference enters into contracts or other agreements from time to time are referred to in 
this Agreement as “SD Vendors.” Such contracts and other agreements are referred to in this Agreement 
as “SD Vendor Agreements.”

C. Participant operates one or more sit-down restaurants offering Asian-style cuisine cooked on a 
grill and related products and services that operate under the “HuHot Mongolian Grill” name (“HuHot 
Restaurants”). Participant also grants franchises to third parties who are not affiliates of Participant 
(“Franchisees”) to develop and operate HuHot Restaurants under franchise agreements with Participant.

D. Participant desires to be a client of SpenDifference and to purchase, and allow its affiliates and 
Franchisees to purchase, products and/or services under SD Vendor Agreements.

NOW, THEREFORE, in consideration of the mutual covenants and agreements below, the parties, 
intending to be legally bound, do hereby agree as follows:

1. Participation. To purchase under SD Vendor Agreements, Participant must sign this 
Agreement and comply with its terms and provisions. Participant’s Franchisees may purchase under SD 
Vendor Agreements if Participant (at its expense) signs a joinder or other agreement with the Franchisee 
substantially in the form of Exhibit A (a “Joinder”) under which the applicable Franchisee agrees with 
Participant to join and be bound by Participant’s obligations and the terms of this Agreement with respect 
to that Franchisee’s HuHot Restaurants. The Franchisees who are operating under Joinders then in effect 
are called the “Participating Franchisees.” Participant agrees to use commercially reasonable efforts to 
enforce the Participating Franchisees’ compliance with the Joinders in effect from time to time. Upon

C:\DOC\C716\3244\FDD 2017\FDD2017.004 multistate redlined from FDD2016.003 multistate.docx



notice to SpenDifference, Participant may add to this Agreement as a Participating Franchisee any 
Franchisee who signs a Joinder and may remove from this Agreement any Participating Franchisee who 
is in default under this Agreement, the Joinder or a Franchise Agreement or related agreement with 
Participant or whose Franchise Agreement with Participant terminates or expires.

2. SD Vendor Agreements.

(a) Participant desires for it and its Participating Franchisees to become entitled to 
purchase or otherwise acquire products and services in the categories (the “Categories”) listed on Exhibit 
B (all such products and services are referred to herein as the “Items”) under SD Vendor Agreements. 
Subject to the terms of the this Agreement, SpenDifference has entered into and/or shall use good faith 
efforts to enter into SD Vendor Agreements under which Participant and its Participating Franchisees 
shall be authorized to purchase Items at the pricing and upon the other terms and conditions negotiated 
by SpenDifference. Exhibit B may be amended from time to time upon the mutual agreement of 
Participant and SpenDifference.

(b) Commencing with the date nine (9) months from the Effective Date, Participant 
shall use all commercially reasonable good faith efforts to purchase Items in each Category under SD 
Vendor Agreements during each calendar year which cost, in the aggregate, an amount equal to at least 
70% of the aggregate annual amount (in U.S. dollars) that Participant spent on Items in that Category 
during the previous calendar year (with such amounts prorated for the 2011 calendar year), provided that 
SpenDifference has entered into SD Vendor Agreements in compliance with Section 2(d) under which 
Participant can meet such 70% requirement.

(c) Each purchase order or other agreement to purchase issued by Participant to an 
SD Vendor for Items shall constitute Participant’s continuing agreement to the applicable terms and 
conditions, including, without limitation, pricing and payments obligations, of the SD Vendor Agreement 
under which the purchase is made. SpenDifference is not responsible for complying with such terms and 
conditions. In furtherance, and not in limitation, of the foregoing. Participant shall pay or cause to be 
paid when and as due any amount owed by Participant to an SD Vendor under any SD Vendor 
Agreement, subject to Participant’s rights to dispute such amounts in good faith.

(d) Subject to compliance with Sections 2(b) and 2(c), neither Participant nor any 
Participating Franchisee shall be required nor obligated to purchase or acquire any particular amount of 
an Item or to spend a certain amount of money with any SD Vendor. Neither Participant nor any 
Participating Franchisee shall be required to purchase or acquire Items that do not meet and conform to 
the written standards and specifications that Participant periodically determines (in its sole judgment) for 
type, quality, consistency or performance of products or services to the extent they have been 
communicated to SpenDifference in writing.

(e) SpenDifference does not have authority to bind Participant or make any other 
commitment or obligation on behalf of Participant or any Participating Franchisee without Participant’s 
or the Participating Franchisee's prior written consent. Any contracts or other agreements that create any 
firm commitment or binding obligation of Participant or any Participating Franchisee to an SD Vendor 
shall be executed directly by Participant or the Participating Franchisee (as applicable). Subject to the 
foregoing, upon request by SpenDifference, Participant shall execute the form “Authorization to 
Negotiate” attached hereto as Exhibit C. which may be delivered by SpenDifference to prospective SD 
Vendors. Upon reasonable request by Participant, and subject to applicable confidentiality obligations, 
SpenDifference shall provide to Participant a copy of the applicable provisions of each SD Vendor

C;\DOC\C716\3244\FDD 2017\FDD2017.004 multistate redlined from FDD2016.003 multistate.docx



Agreement that either obligate Participant and/or grant rights to an SD Vendor relating to or affecting 
Participant or a Participating Franchisee.

(f) SpenDifference shall provide reports to Participant as described in Exhibit D 
attached to this Agreement.

3. Term and Termination.

(a) The initial term (“Initial Term”) of this Agreement shall be for a period of one 
year beginning as of the Effective Date. Either SpenDifference or Participant may terminate this 
Agreement at the end of the Initial Term by written notice to the other party given at least ninety (90) 
days prior to the end of the Initial Term. If no such notice is given, this Agreement shall automatically 
renew for a two-year period and thereafter for successive one-year periods (each a “Renewal Term,” and, 
together with the Initial Term, the “Term”) unless and until terminated at the end of the then current 
Renewal Term by either SpenDifference or Participant-giving written notice to the other party at least 90 
days prior to the end of the then-current Renewal Term. In addition, if neither Participant nor 
SpenDifference delivers such notice at the end of the Initial Term or then current Renewal Term, any 
then Participating Franchisee may, by delivering written notice to SpenDifference before the start of the 
next Renewal Term, elect not to participate under this Agreement during the next Renewal Term. Upon 
termination or expiration of this Agreement at the end of the Term, this Agreement shall terminate and 
neither party shall have any rights or obligations hereunder except (i) for such rights or obligations that 
have accrued prior to such termination (including, without limitation, any obligations to make payments), 
and (ii) the provisions of Sections 3(c), 6, 7 and 10-14 shall survive in accordance with their respective 
terms.

(b) Notwithstanding the foregoing, either party may terminate this Agreement during 
the Term upon written notice, and pursue its available remedies, if the other party is in breach of this 
Agreement and fails to cure such breach within thirty (30) days after written notice from the non­
breaching party specifying the breach; provided, however, that the non-breaching party may terminate 
this Agreement sooner upon written notice if the breach is material and the breaching party 
acknowledges in writing that the breach is incapable of being cured within such thirty (30) day period.

(c) If either party gives notice of non-renewal of this Agreement at the end of the 
Term pursuant to Section 3(a) or Participant terminates this Agreement due to a breach of this Agreement 
by SpenDifference pursuant to Section 3(b), Participant may continue to purchase Items pursuant to SD 
Vendor Agreements until the earliest to occur (i) six (6) months after termination of this Agreement, (ii) 
until expiration of the Term, if sooner, or (iii) until the expiration or other termination of the applicable 
SD Vendor Agreement pursuant to the terms of such SD Vendor Agreement as applicable to Participant. 
All such purchases shall be at the SD Vendor’s standard pricing or other pricing as may be agreed 
between the SD Vendor and Participant. If SpenDifference terminates this Agreement due to a breach of 
this Agreement by Participant, Participant shall have no further rights under this Agreement, including no 
further rights to purchase Items under any SD Vendor Agreement without SpenDifference’s prior written 
consent. Termination of this Agreement for any reason shall not relieve Participant of any obligations it 
may have under any SD Vendor Agreements, and nothing in this Agreement shall be deemed to modify, 
amend or supersede the terms of any SD Vendor Agreement. Notwithstanding the foregoing or any other 
provision of this Agreement, Participant shall not be restricted from purchasing from any third party 
(including, without limitation, any SD Vendor) after expiration or termination of this Agreement upon 
such terms and conditions as it may negotiate directly. Upon expiration or termination of this 
Agreement, SpenDifference will provide supplier contact information to Participant and the Participating 
Franchisees to assist them in transitioning their procurement services to another provider.
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4. SpenDifference’s Compensation. Amounts paid to SD Vendors by Participant and its 
Participating Franchisees shall include a fee due and payable to SpenDifference as consideration for its 
services provided under this Agreement (the “Administrative Fee”). Such Administrative Fee is the only 
compensation, credit, or rebate that SpenDifference shall receive from Participant or any Participating 
Franchisee, SD Vendor or other third party for its services to Participant and the Participant’s 
Franchisees under this Agreement. The amount of the Administrative Fee shall be as follows based on 
the classification of the Item as follows (with terms used in this Section 4(a) defined below in Section 
4(b)):

(i) for Existing Items or Replacement Items purchased under SD Vendor 
Agreements (other than cooking oil), the Administrative Fee equals (A) three-quarters of one percent 
(0.75%) of the Net Supplier Revenue on the Item, if the Save for the Item at the time of purchase is two 
percent (2%) or less, or (B) thirty-five percent (35%) of the Save for the Item, if the Save for the Item at 
the time of purchase exceeds two percent (2%).

(ii) for New Items purchased under SD Vendor Agreements (other than 
cooking oil), the Administrative Fee equals (A) two percent (2%) of the Net Supplier Revenue on the 
Item if Participant or the Participating Franchisees purchase such New Item under an SD Vendor 
Agreement that was in effect with respect to SpenDifference’s other clients at least six (6) months before 
Participant and its Participating Franchisees first began buying such New Item, or (B) one percent (1%) 
of the Net Supplier Revenue on the Item if Participant or the Participating Franchisees purchase such 
New Item under an SD Vendor Agreement that first comes in to effect within six (6) months before, on 
or after the date upon which Participant or any Participating Franchisee first begins buying such New 
Item.

(iii) for cooking oil, an amount equal to one percent (1%) of the Net Supplier 
Revenue on the cooking oil, in lieu of any other Administrative Fee payable under Section 4(a)(i) or (ii).

For the avoidance of doubt, SpenDifference shall receive Administrative Fees based only on Items that 
Participant and its Participating Franchisees purchase from SD Vendors pursuant to SD Vendor 
Agreements, and shall receive no Administrative Fees based on Items that Participant or its Franchisees 
purchase from vendors who are not SD Vendors or from SD Vendors under Existing Relationships (defined 
in Section 5(a)) which do not involve any SD Vendor Agreement or any Save (but SpenDifference will 
receive Administrative Fees based on purchases from SD Vendors which involve Existing Relationships if 
SpenDifferenee is able to generate a Save and allow Participant or the Participating Franchisees to purchase 
those Items under an SD Vendor Agreement).

(b) For purposes of this Section 4:

(i) “Existing Items” means Items in the Categories that either Participant or 
any Franchisee purchased for use at or sale by any HuHot Restaurant during the ninety (90)-day period 
before the Effective Date, regardless of whether the Existing Item is purchased from an SD Vendor or 
another vendor.

(ii) “Replacement Items” means Items in the Categories that neither 
Participant nor any Franchisee purchased for use at or sale by any HuFlot Restaurants during the ninety 
(90)-day period before the Effective Date, and which Participant and Participating Franchisees will 
purchase after the Effective Date from SD Vendors under SD Vendor Agreements as a replacement or 
substitute for one or more Existing Items.
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(iii) “New Items” means Items in the Categories that neither Partieipant nor 
any Franchisee purchased for use at or sale by any HuHot Restaurants during the ninety (90)-day period 
before the Effective Date, and which are not reasonably considered to be a replacement or substitute for 
one or more Existing Items (such as, for example, a new menu item).

(iv) “Net Supplier Revenue” on any Item means the amount that Participant 
or the Participating Franchisee (as applicable) pays to the SD Vendor for the landed cost of the Item 
purchased pursuant to the SD Vendor Agreement, less any rebates that such SD Vendor provides to 
Participant or the Participating Franchisee.

(v) “Save” on any Item means the amount, reflected as a percentage, equal 
to (A) the difference between (1) the Net Supplier Revenue for the Item, calculated on an Item-by-Item 
basis (but after considering all reasonably available volume and other rebates and credits), that 
Participant or the Participating Franchisees pay for the Item as of the Effective Date, less (2) the Net 
Supplier Revenue for the Item, calculated on an Item-by-ltem basis (but after considering all reasonably 
available volume and other rebates and credits), that Participant or the Participating Franchisees then pay 
to the SD Vendor under the SD Vendor Agreement for that Item, divided by (B) the amount in (1) above, 
then multiplied by (C) one hundred percent (100%). If a Replacement Item has a greater or lesser 
functionality or quality than the Existing Item that it replaces, then Participant and SpenDifference will 
negotiate in good faith to modify the amount of the New Supplier Revenue (calculated on an Item-by- 
Item basis in accordance with (1) above) for the Existing Item to reflect the Replacement Item’s 
functionality or quality in order to calculate the Save for that Replacement Item.

■(c) All Administrative Fees shall be generated from proceeds paid by Participant 
and its Participating Franchisees to SD Vendors and shall be contracted for between SpenDifference and 
each SD Vendor. Neither Participant nor any Participating Franchisee shall be liable for any 
Administrative Fees that are not paid to SpenDifference by an SD Vendor when due as long as 
Participant or the Participating Franchisee (as applicable) has timely paid all amounts due and owing to 
an SD Vendor, except to the extent nonpayment relates to amounts claimed to be due and owing by an 
SD Vendor as to which Participant or the Participating Franchisee (as applicable) is actively and in good 
faith disputing the validity thereof Participant shall provide SpenDifference with such information 
regarding any dispute between Participant and an SD Vendor as SpenDifference may reasonably request.

(d) Participant acknowledges that SpenDifference is entering into this Agreement 
with Participant but will not have a direct contractual relationship with the Participating Franchisees. 
Therefore, if a Participating Franchisee fails to pay amounts owed to an SD Vendor (other than amounts 
which the Participating Franchisee is actively and in good faith disputing the validity thereof) within 
sixty (60) days after those amounts were due and payable, then SpenDifferenee may notify Participant of 
the failure. Participant agrees to pay SpenDifference on behalf of the Participating Franchisee, within 
thirty (30) days after reeeiving sueh notice, an amount equal to the Administrative Fees that 
SpenDifference would have collected from the SD Vendor had the Participating Franchisee paid such 
amounts when they were due and payable. Following Participant’s payment of sueh Administrative Fees, 
SpenDifference shall have no further claim against the Participating Franchisee, the SD Vendor, 
Participant or any other person or entity with respeet to those Administrative Fees or any Liabilities or 
Expenses (defined in Section 6(a)) associated with the Participating Franchisee’s failure to pay such 
amounts. SpenDifference agrees to provide Partieipant all information and other assistance that 
Participant reasonably requests in conneetion with its efforts to eollect such Administrative Fees from the 
Participating Franchisee.
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5. SpenDifference Vendor Relationships. Participant acknowledges and agrees that 
SpenDifference has expended and will expend significant time and resources to identify appropriate SD 
Vendors and to negotiate SD Vendor Agreements for the benefit of Participant and other participants, 
and hereby agrees that, during the Term, Participant will not engage any other third party to negotiate the 
commercial terms of, and enter into, vendor agreements or similar procurement arrangements on behalf 
of Participant and the Participating Franchisees relating to Items in the Categories, exeept (subjeet to 
Section 4) with respect to relationships with vendors (and their affiliates) that provide or provided 
produets or services to HuHot Restaurants on or before the Effeetive Date (“Existing Relationships”). In 
addition. Participant covenants and agrees that, during the Term, without SpenDifference’s prior written 
consent and except with respect to Existing Relationships, it shall not (a) negotiate or enter into any 
purchasing or other contract or agreement, partnership, joint venture, alliance or other relationship, 
written or otherwise, with any SD Vendor with respect to any Items in the Categories, or (b) purchase or 
otherwise acquire from or through any SD Vendor any other goods or services except pursuant to an SD 
Vendor Agreement.

(b) If Participant breaches Section 5(a) and does not cure the breach (by ceasing any 
future activity prohibited by Section 5(a)) within thirty (30) days after SpenDifference delivers written 
notice of such breach to Participant, then, in addition to any other remedies available to SpenDifferenee 
at law or in equity. Participant shall compensate SpenDifference in an amount equal to the aggregate 
Administrative Fees (if any) that would have been generated by Partieipanf s purchasing volume in the 
absence of such breach for a period equal to what would have been earned in the six (6) month period 
immediately following such breach for the Item or SD Vendor Agreement whieh was the subject of such 
breach. Promptly following SpenDifference’s request in these circumstances. Participant shall provide 
SpenDifference with monthly reports detailing Participant’s actual purchases of Items in the Categories 
from SD Vendors, whether direct or indirect, and whether made pursuant to this Agreement or otherwise, 
from each SD Vendor. Such monthly reports shall include Items purchased or otherwise acquired, 
quantity, date of purchase, and all applicable pricing and payment information, and shall be certified as 
true and correct on behalf of Participant by an authorized officer of Participant.

(c) In addition to identifying SD Vendors, negotiating SD Vendor Agreements, and 
providing the other services outlined in this Agreement to Participant and the Participating Franchisees, 
SpenDifference agrees to provide the following services to Participant and the Participating Franchisees 
during the Term, without payment of any additional compensation (other than the Administrative Fees):

(i) account management services, including, without limitation, assisting 
Participant and the SD Vendors with support relating to purchasing activities;

(ii) price audit and contract management services, currently utilizing 
SpenDifference’s “Arrowsteam” program and processes, to audit and verify the SD Vendor’s compliance 
with the SD Vendor Agreements and other agreements under which Participant or the Participating 
Franchisee purchases products or services from the SD Vendor;

(iii) providing options for Participant and the Participating Franchisees to 
lower costs for, and otherwise improve, freight and other logistics services for Items in the Categories; 
and

(iv) recommending risk management strategies and other procurement 
strategies to help lower overall costs to Participant and the Participating Franchisees for Items in the 
Categories.
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6. Indemnification.

(a) Participant hereby agrees to indemnify and hold harmless SpenDifference and its 
affiliates, and their respective directors, officers, agents, members, shareholders, employees, attorneys 
and accountants (each such entity or person is referred to herein as an “SpenDifference Indemnified 
Person”) from and against any losses, claims, suits, investigation, actions, proceedings, damages, 
judgments, assessments, costs and other liabilities (collectively “Liabilities”), and will reimburse each 
SpenDifference Indemnified Person for all fees and expenses, including the reasonable fees and expenses 
of counsel (collectively, “Expenses”), as they are incurred, in defending any such actual Liabilities, 
arising out of or in connection with any breach or other failure to comply by Participant relating to this 
Agreement or an SD Vendor Agreement.

(b) SpenDifference hereby agrees to indemnify and hold harmless Participant and 
their respective directors, officers, agents, members, shareholders, employees, attorneys and accountants 
(each such entity or person is referred to herein as an “Participant Indemnified Person”) from and against 
any Liabilities incurred by the Participant Indemnified Parties, and will reimburse each Participant 
Indemnified Person for all Expenses, as they are incurred, in defending any such actual Liabilities, 
arising out of or in connection with any breach or other failure to comply by SpenDifference relating to 
this Agreement or an SD Vendor Agreement.

7. Notices. Unless otherwise stated, the parties shall be noticed at the respective addresses 
listed on the first page of this Agreement, or to any other address as designated by one party upon notice 
to the other party. All notices to be given under the Agreement shall be in writing and shall be served 
either personally, with such personal delivery evidenced by a receipt, by U.S. mail, first-class postage 
prepaid and sent registered or certified mail, or by overnight courier with charges prepaid. All notices 
shall be effective upon delivery, or the next business day thereof if delivered after the close of business 
or on a non-business day.

8. Promotional Permission. Subject to Participant’s prior consent, not to be unreasonably 
withheld, delayed or conditioned, SpenDifference may use Participant’s name and logo in 
SpenDifference’s promotional, sales and marketing materials, including, but not limited to, press 
releases, brochures, reports, letters, white papers, and electronic media such as e-mail and Web pages.

9. Assignment. Neither party may assign this Agreement without the other party’s prior 
written consent, which consent shall not be unreasonably withheld or delayed, and any attempt to assign 
this Agreement without such consent shall be void; provided, however, that either party shall have the 
right to assign this Agreement to any person or entity that acquires or succeeds to all or substantially all 
of such party’s business or assets upon written notice to the other party and written agreement by such 
acquiring or succeeding person or entity to assume and agree to be bound by the terms and conditions of 
this Agreement.

10. Dispute Resolution. Except for actions under Section 13 or other claim for equitable 
relief, the parties shall make every reasonable attempt to resolve any dispute between them through good 
faith negotiations by persons with authority to resolve such dispute for at least forty five (45) days after 
one party has requested such negotiations in writing before either party may file a complaint or other 
commence other judicial action or relief

11. Governing Law, Jurisdiction and Waiver Of Jury Trial. This Agreement shall be 
governed by, construed and enforced in accordance with the internal laws of the State of Colorado, 
without regard to its provisions concerning choice of laws, choice of forum or any principle that might
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otherwise refer construction or interpretation of this Agreement to the substantive law of another 
jurisdiction of the federal or state courts located in Denver, Colorado, to hear any action of suit arising 
out of the Agreement or related matters. Neither party shall raise, and the parties hereby waive, any 
defenses based upon venue, inconvenience of forum, lack of personal Jurisdiction, improper service of 
process or the like in any such action or suit. TO THE EXTENT PERMITTED BY APPLICABLE 
LAW, THE PARTIES EACH HEREBY WAIVE ANY RIGHT TO A TRIAL BY JURY WITH 
RESPECT TO ANY MATTER ARISING UNDER OR IN ANY WAY REEATED TO THIS 
AGREEMENT.

12. Liability Disclaimer. Except as expressly set forth in this Agreement,-neither party to 
this Agreement, including its subsidiaries, and affiliates, and their directors, officers, managers, 
members, agents and employees shall be liable to the other party or its subsidiaries, affiliates or their 
directors, officers, managers, members, agents or employees for any act, or failure to act, in connection 
with this Agreement. SpenDifference shall not have any liability to Participant or any Participating 
Franchisees for any failure of an SD Vendor to perform in any way under any SD Vendor Agreement, 
and except as set forth in Section 4(c) of this Agreement, Participant shall not have any liability to 
SpenDifference for any failure of a Participating Franchisee to perform in any way under any SD Vendor 
Agreement, this Agreement or any Joinder. EXCEPT AS EXPRESSLY SET FORTH IN THIS 
AGREEMENT, NEITHER SPENDIFFERENCE NOR PARTICIPANT MAKES ANY WARRANTIES, 
EXPRESS OR IMPLIED, REGARDING ITS PERFORMANCE UNDER THIS AGREEMENT OR 
UNDER ANY SD VENDOR AGREEMENT, INCLUDING, BUT NOT LIMITED TO, ANY IMPLIED 
WARRANTY OF FITNESS FOR A PARTICULAR PURPOSE OR OF MERCHANTABILITY.

13. Confidentiality.

(a) Each party acknowledges that it has access (the “Receiving Party”) to nonpublic 
information relating to the other party (the “Disclosing Party”), including commercial arrangement(s) 
with SD Vendors, other suppliers and other SpenDifference clients, including, but not limited to, client 
and vendor lists, price lists, fee and compensation structure, business contracts, processes, plans, methods 
of doing business, data, compilations, programs, devices, reports, analyses, techniques, and financial data 
(collectively, “Confidential Information”). The Receiving Party acknowledges that the Confidential 
Information is the property solely of the Disclosing Party or a third party and may constitute trade secrets 
and other Confidential Information of the Disclosing Party or such third party. The Receiving Party 
acknowledges and agrees that (i) it shall use the Confidential Information solely in connection with this 
Agreement and the transactions contemplated hereby, including, without limitation, disclosure to 
Participating Franchisees and (ii) its use of any Confidential Information for any reason or purpose other 
than in connection with this Agreement and the transactions contemplated hereby, or its disclosure or 
communication of any Confidential Information to any individual, firm, company or other entity, would 
cause the Disclosing Party irrevocable harm. Accordingly, except as otherwise provided in this 
Agreement, the Receiving Party shall not copy, reproduce, use, disseminate or in any other fashion 
appropriate any Confidential Information except as expressly permitted under this Agreement, and shall 
maintain, protect and keep the confidentiality of the Confidential Information. The Receiving Party shall 
advise its officers, directors, employees, and its applicable subsidiaries and affiliates of the 
confidentiality requirements of this Section 13 and shall be responsible for and liable to the Disclosing 
Party for any breach of this Section 13 by any such persons or entities to whom it provides Confidential 
Information.

(b) The obligation of confidentiality in this Section 13 does not apply to any 
Confidential Information that (i) is publicly available at the time of its disclosure to the Receiving Party 
or subsequently becomes publicly available other than through the Receiving Party or by a breach of any
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confidentiality obligation of any other person or entity; (ii) is disclosed to the Receiving Party by a third 
party who was not subject to any duty of non-disclosure or confidentiality with respect to such 
Confidential Information; or (iii) is required to be produced by the Receiving Party pursuant to legal 
process, or under a court or government agency order to be produced; provided, that, the Receiving Party 
shall immediately notify the Disclosing” Party of the request or order so that the Disclosing Party has a 
timely opportunity to seek a protective order or equivalent. The Receiving Party shall return to the 
Disclosing Party all Confidential Information in its or its Affiliate’s possession promptly upon request at 
any time during the Term or after termination of this Agreement for any reason.

14. General. SpenDifference is an independent contractor of Participant, and nothing in this 
Agreement shall be construed to make the parties partners or Joint venturers, nor shall either party so 
represent to any third person. This Agreement supersedes any and all previous agreements and contains 
the full and entire agreement between the parties hereto with respect to the subject matter hereof and no 
prior oral or written understanding is of any force or effect whatsoever except as otherwise provided 
herein. Any modifications to this Agreement must be in writing and signed by a duly authorized agent of 
each party to be effective. Waiver of any provision of this Agreement shall not constitute a waiver of any 
other provision, nor shall such waiver constitute a continuing waiver. This Agreement shall be binding 
upon and shall inure to the benefit of the parties, and their respective successors and assigns. This 
Agreement may be executed in any number of counterparts, all of which shall be deemed to be an 
original, and all of which, taken together, shall constitute one and the same instrument. Facsimiles of 
signatures shall have the same force and effect as the originals thereof. Each party represents and 
warrants that it has the requisite power and authority to enter into this Agreement and that the party 
executing the Agreement on behalf of each party is authorized to enter into this Agreement to constitute a 
valid and legally binding document of such party.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, each party hereto has executed this Agreement, or has caused this 
Agreement to be executed, by its duly authorized representative, effective as of the date first written 
above.

SPENDIFFERENCE, LLC

By:____________________

Print Name:_ 

Title:

HUHOT MONGOLIAN GRILLS, LLC

By:^

Print Name:_____ ___________________

Title:
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AMENDMENT TO SPENDIFFERENCE PARTICIPATION AGREEMENT

This Amendment to Participation Agreement (this “Amendment”) is made as of March 14, 2014 
(the “Amendment Date”) by and between SpenDifference, LLC, a Colorado limited liability company 
(“$penDifference”), with an address of 12015 E. 46’" Ave., Suite 300, Denver, CO 80239, Attention: 
Maryanne Rose; facsimile; (303) 531-2700, and HuHot Mongolian Grills, LLC (“Participant”), with an 
address of 223 East Main Street, Missoula, MT 59802, attention: jer-r HA«ir.4; facsimile: 3o3.- 
The Effective Date of this Amendment (the “Amendment Effective Date”) shall be April 1, 2014, 
notwithstanding its actual date of execution.

RECITALS

A. SpenDifference and Participant previously entered into that certain Participation 
Agreement with an Effective Date, of Jan 11, 2011 (the “Participation Agreement”) pursuant to which 
SpenDifference provides to Participant and its Affiliates certain group purchasing and other supply chain 
services.

B; SpenDifference and Participant now desire to amend the Participation Agreement on and 
subject to the terms set forth below in this Amendment.

NOW, THEREFORE, in consideration of the mutual covenants and agreements below, the 
parties, intending to be legally bound, dp hereby agree as follows:

1. The second sentence of Section 3)(a) of the Participation Agreement is hereby amended and 
restated in its entirety as follows:

“Following the Initial Term, this Agreement shall renew for a period ending April 1, 2017 and 
then for successive one-year calendar-year periods (each a “Renewal Term,” arid, together with 
the Initial Term, the “Term”) unless either SpenDifference or Participant gives written notice of 
termination of this Agreement to the other party at least ninety (90) days prior to the end of the 
then-current Renewal Term (during which ninety (90) day period the parties will cooperate in 
good faith to wind down their business relationship established pursuant to this Agreement).”

2. Section 4 '"SpenDifference's Compensation'' of the Participation Agreement is hereby deleted in 
its entirety and the following is substituted in its place:

4(a) Custom Contract Fees.
Beginning on the Amendment Effective Date, for its services pursuant to the 
Participation Agreement, SpenDifference shall reduce the current 12 month trailing 
custom contract fees on Items delivered to Locations by the amounts indicated on Exhibit
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1 with respect to each of the vendors listed on Exhibit 1 attached hereto and incorporated 
herein (the “Vendor Fees”). Beginning oh each of the next two yearly anniversaiy 
Amendment Effective dates (April 1, 2015 and April 1, 2016)^ SpenDifferehce will 
reduce the then current 12 month trailing Vendor Fees an additional 5% per year on Items 
delivered to Locations with respect to each of the vendors listed on Exhibit 1 and any 
additional new vendors \yith custom fees. Exhibit 1 will be amended and updated by 
rnutual agreement Of the parties from time to time (which may be evidenced by email 
communications). Additional items/categories rnay be added to Exhibit 1 as rriutually 
agreed. Fees for new categories will be 30% of save for year one and follow the fee 
schedule as stated above,

4(b) Other Compensation
Participant acknowledges, agrees and understands that, in addition to the Vendor Fees, in consideration 
for other services and purchasing programs provided by Spenbifference or through Spenbifference 
business partners (e.g., distribution services, entegra, produce) and made available to Participant, 
Spenbifference will continue to be compensated by any current fees it receives as vveM as any future fees 
it may receive from these services and programs. Beginning on the Amendment Effective bate, for its 
services pursuant to the bistfibution Service Agreement with SYSCO Spenbifference shall reduce the 
current distribution fee it receives by 10% (effective April L', 2014) for the remaining terras of the 
current distribution agreement. Spenbifference will keep the distribution fee percentage flat under the 
new distribution agreement set to be negotiated in 2014 unless there is a material negative impact to 
participant. If so, then parties agree to work in good faith to adjust fees accordingly.

4(c) Fee Reports.
Spenbifference will provide reports summarizing total fees it earned, segmented by 
service, annually at a business review meeting. Flowever, Spenbifference will not 
disclose any fees for services it receives from any business partners if disclosure would 
conflict with the terms of any confidentiality or non-disclosure agreement with any 
SpenDifferenee business partners.

3. Except as set forth above, the Participation Agreerrient shall remain in full force and effect in 
accordance with its terms. The terms of this Amendment shall control over any conflicting dr 
inconsistent terms or conditions in the Participation Agreement.

4. Terms with initial capita! letters riot otherwise defined in this Amendment shall have the 
respective meanings given to such terms in the Participation Agreement.

5. This Amendment may be executed in any number of counterparts, all of which shall be deemed to 
be an original, and all of which, taken together^ shall constitute one and the same instrument. 
Facsimiles of signatures shall have the sarne force and effect as the originals thereof for all purposes.

6,. Each party represents and warrants that it has the requisite povyer and authority to enter into this 
Amenditient and that the person executing this Amendment on behalf of each party is authorized to 
enter into this Amendment, creating a valid and legally binding document of such party.

[SIGNATURE PAGE FOLLOWSl
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IN WITNESS WHEREOF, each party hereto has caused this Amendment to be executed by its duly 
authorized representative, effective as of the Amendment Date.

SPENDIFFERENCE, LLC HuHot Mongolian Grills, LLC

Print Name: -JfcPF A- MaixYinJ 

Title: V? P- -/>PciRAr s
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EXHIBIT 1 

FEE ITEMS

Vendors Current Fee/Mo 10% 15% 20%
Golden Pheasant $, 10,740.99 $ 9,656:89 $ 9,129.84 $ 8,592.79
Trident Seafoods Corp S 5,737.50 $ 5,163.75 $ 4,876.88 $ 4,590.00
Wolverine Packing Co $ 5,410.32 $ 4,869.29 $ 4,598-77 $ 4,328.26
Schwa ns Food Servl ce 1 nc $ 1,783.52 $ 1,605.17 $1,515.99 $ 1,426.82
Klement's Sausage Company $; 1,273.80 $ 1,273.80 $ 1,273.80 $ 1,273.80
Slade Gorton $ 670.40 $. 603.36 S 569.84 $ 536.32
Neptune Foods

$■

404.00 $ 363.60 $ 343.40 $ 323.20

Bunge $ 227.76 $ 204.98 $ 193.60 S 182.21
Sunset Foods, Ihc $: 163.20 $ - $
AzarNutCo $ 90.36

■:

$.
Hospitality Mints LLC $ 12.80 $
Gnkndtotal $ $23,750.84 $22,502.11 $21,253.39
% of Current 1 ' 89.6% 84.9% 80.2%

30% of HuHot items under management, but SpenDifference does not currently collect fees.
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EXHIBIT A 

JOINDER TO
SPENDIFFERENCE PARTICIPATION AGREEMENT

WHEREAS, pursuant to that certain SpenDifference Participation Agreement dated as of January___, 2011, as
amended March 14, 2014 (the “Participation Agreement”) between SpenDifference, LLC (“SpenDifference”) and HuHot 
Mongolian Grills, LLC (“Participant”), Participant uses the services of SpenDifference and purchases products and services 
for its HuHot Restaurants from SD Vendors under SD Vendor Agreements (all initial capitalized terms used but not defined 
in this Joinder shall have the meanings set forth in the Participation Agreement); and

WHEREAS, the undersigned franchisee (“Franchisee”) is a franchisee of Participant and operates a HuHot 
Restaurant at the following location(s) (collectively, the “Restaurants”) under one or more franchise agreements with 
Participant (collectively, the “Franchise Agreements”):

and
WHEREAS, Franchisee desires to participate in the Participation Agreement as a Participating Franchisee and, in 

order to induce SpenDifference and Participant to allow Franchisee to do so, agrees to the terms of this Joinder.
NOW, THEREFORE, to induce Participant to enter into the Participation Agreement and to enable Franchisee to 

participate in the Participation Agreement as a Participating Franchisee, Franchisee agrees as follows:
1. Joinder. Franchisee hereby joins and agrees to be bound by, and liable for the breach of, all obligations 

of Participant under the Participation Agreement as if Franchisee were the Participant thereunder, (including, without 
limitation, the obligations in Sections 2(b), 2(c), 2(d), 4, 5(a), 5(b), 6 and 13) with respect to Franchisee’s HuHot 
Restaurants. Franchisee shall be entitled to the rights afforded to Participating Franchisees under the Participation 
Agreement (but not rights afforded only to Participant under the Participation Agreement) with respect to Franchisee’s 
HuHot Restaurants, provided that Franchisee complies with its obligations under the Participation Agreement and this 
Joinder.

2. Termination. Franchisee may terminate this Joinder and its obligations under the Participation 
Agreement as of the end of the Initial Term or the then current Renewal Term by delivering written notice to 
SpenDifference at least 90 days before it expires. Participant may terminate this Joinder and Franchisee’s rights under the 
Participation Agreement at any time if Franchisee is then in default of any of its obligations under this Joinder, the 
Participation Agreement or any Franchise Agreement or related agreement with Participant. This Joinder, together with 
Franchisee’s rights under this Joinder and the Participation Agreement, terminate automatically, without notice, with respect 
to each Restaurant effective upon the transfer, termination or expiration of the Franchise Agreement for that Restaurant. 
When this Joinder tenninates or expires. Franchisee agrees to comply with all obligations of Participant under the 
Participation Agreement that expressly or by their nature survive the Participation Agreement’s termination.

3. General. The Recitals above are incorporated herein by this reference. This Joinder is an amendment 
to, and forms part of, the Franchise Agreements. This Joinder, together with the Participation Agreement and the 
Franchise Agreement, constitutes the entire agreement between Franchisee and Participant, and there are no oral or other 
written understandings, representations or agreements between Franchisee and Participant, relating to the subject matter 
of this Joinder. No modification, change or amendment of this Joinder shall be effective unless in writing and executed 
by all parties. If there is a conflict between any provision of the Participation Agreement and a provision of this Joinder, 
the provision of this Joinder controls.

IN WITNESS WHEREOF, this Joinder shall be deemed executed and made in as of this ___ day of
_______ , 201__and shall be irrevocable and binding upon the successors and assigns of the undersigned.
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EXHIBIT B

CATEGORIES OF PRODUCTS AND SERVICES

Distribulicn Services Opportunity Product C-..CEO,ios loud Opportunity

Breadline yes Dairy Products yes
Produce yes Beef Premium (Boxed and Cut 

Steaks)
no

Smallwares no Beef Frozen yes
Poultry yes _
Pork yes
Seafood yes

Paper yes Oils/Dressings yes
Disposables yes Canned and Dry (excl. sauce 

mixes)
yes

Smallwares (excl. small 
equipment)

no Frozen (Bakery, Sauces, Produce, 
Mi sc)

yes

Chemicals and Janitorial 
Supplies

yes Frozen Desserts yes

Restaurant Equipment no Fresh Produce yes
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EXHIBIT C

FORM OF AUTHORIZATION TO RELEASE DATA, NEGOTIATE COMMERCIAL TERMS &
AGREE PRODUCT VOLUME

Date:

To Whom It May Concern;

Pursuant to the terms of a Participation Agreement executed by the undersigned and 
SpenDifference LLC (“SpenDifference”), the undersigned has appointed SpenDifference to negotiate the 
commercial terms of manufacturer, supplier and distributor contracts on our behalf, including but not 
limited to, all pricing and program elements, payment terms and indemnity provisions. All such terms, 
however, are subject to approval by HuHot Mongolian Grills, LLC.

In addition, we request that our distributors work with SpenDifference to implement regular and 
timely reporting of purchase transaction data (and other supporting information as necessary) for each 
and all of our units/accounts/locations/franchisees that purchase products from your organization. A 
SpenDifference account representative will be contacting you shortly to review the program and answer 
any questions you may have.

The undersigned requests that you extend full cooperation to SpenDifference during any 
negotiations on our behalf In addition, a facsimile of this authorization shall be as effective as an 
original.

Thank you for your cooperation.

By:_

Title:

Printed Name:

Copy to:
SpenDifference, LLC
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EXHIBIT D

1 Rcporiiim
Quarterly Reporting

• Contract Performance
• Forecast of Key Commodity Markets

Semi Annual and Annual Business Reviews
• Contract Performance
• Commodity Outlook
• SpenDifference Fees Collected
• SpenDifference Impact on COG’s
• Opportunity Recommendations

Price Verification System by Invoice
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RIDER D-2 to FRANCHISE AGREEMENT

Sysco Agreement
and Franchisee Acceptance Agreement (Exhibit D to this Rider D-2)
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AMENDED AND RESTATED 
DISTRIBUTION SERVICES AGREEMENT

(this “Agreement”)

Schedule

Distributor: Sysco Corporation
1390 Enclave Parkway 
Houston, TX 77077

“Sysco Companies” means the operating subsidiaries, divisions, and affiliated entities of 
Sysco Corporation which are full-line foodservice distributors. The 
Sysco Companies are individually referred to herein as a “Sysco 
Company.”

Customer: HuHot Mongolian Grills, LLC
223 East Main Street 
Missoula, MT 59802

Sysco Fee, SpenDifference Administrative Fee, Total Fee for all Product Categories 
Other than Controlled Price Products

Distribution and 
Administrative Fees

Sysco Iowa, Sysco 
Kansas City, Sysco 

Lincoln

All other Sysco 
OpCo’s

Sysco Fee* 5.82% 5.82%

SpenDifference 
Administrative Fee 0.21% 0.65%

Total Fee 6.03% 6.47%

Above are exclusive of reverse deviations, Sysco Fee adjustments, or any surcharges or 
incentives as provided for in this Agreement.

*For Units that are non-committed in the produce Product category (as designated by the 
applicable Unit in writing), the Sysco Fee for all Products in such category will 9.00% 
per case. For all Units, the Sell Price for all Products in the supplies and equipment 
Product category shall be the prevailing market price, as determined by the delivering 
Sysco Company, in its sole discretion, for its respective market area.

Sysco - SpenDifference HuHot A&R DSA 20140919 
Page 1 of 47



Product Categories:

Dry Groceries 
Meat, Poultry and Seafood 
Refrigerated and Dairy 
Other Frozen
Produce (non-committed for certain Units, as designated by the applicable Unit in writing) 
Beverages (without equipment)
Paper / Disposables
Supplies and Equipment (non-committed for all Units served by any Sysco Company) 
Chemicals

Date of Agreement: November 1, 2014 (“Effective Date”)

Initial Term: Earlier of 3 years or termination of the agreement between 
SpenDifference and DISTRIBUTOR

Key Performance Indicators: 

Average Delivery Size:

Other Distribution Parameters:

***$3,380

Minimum Percentage of Orders Placed Electronically 

Maximum Deliveries Per Unit Per Week:

100%

2*** per week.

*** Upon the mutual agreement of Customer and the applicable servicing Sysco 
Company, NuHu Express, HuHot Kalispell, HuHot Missoula, and HuHot 
Express Fort Collins Units may receive up to 3 deliveries week, and any such 
Unit receiving 3 deliveries per week shall not be included in the calculation of 
average delivery size for purposes of this Agreement.

Annual Purchase Volume $20 Million

Average Number of Deliveries/week calculated on the basis of
deliveries by all Sysco Companies to all Units 2/week

Standard Payment Terms (subject to Section 13.4): 14 days
Prompt payment incentives and extended payment options 
with surcharges will be offered as set forth in Exhibit F.

Maximum Number of Proprietary Product SKUs Allowed 45

Minimum Order without Imposition of Small Order Surcharge $ 1,900.00
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Minimum Case Movement for Proprietary Products five (5) cases/week; 
except with respect to 
not more than ten (10) 
SKU’s of Proprietary 
Products, the 
minimum case 
movement will be one 
(1) case/week

Total Number of Units 55

Average Sell Price per “Piece”

Percentage of SYSCO® Brand Purchases to Total 
Purchases (by dollar volume)

$29.35

20%
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This Agreement among DISTRIBUTOR, Customer, and SpenDifference, amends and 
restates, as of the Effective Date set forth on the Schedule above, that certain Distribution 
Services Agreement dated August 1, 2011. Sysco Corporation, through its participating 
Sysco Companies (collectively, “DISTRIBUTOR”) agrees to provide distribution of the 
Products and related services to HuHot Mongolian Grills, ETC, a Montana limited 
liability company (“Customer”) and, subject to Section 3.1, Customer’s participating 
franchisees (“Franchisees”) for the corporate-owned and franchised restaurants operated 
under the concepts known as “HuHot Mongolian Grill,” “NuHu Express Mongolian 
Grill,” and any other concepts owned and operated by Customer, as mutually agreed 
among Customer, SpenDifference, and Distributor (such restaurants being collectively 
known as the “Units”) during the Term of this Agreement as follows. Customer is a 
client of SpenDifference, EEC, a Colorado limited liability company (“SpenDifference”), 
and Customer is a party to this Agreement by reason of being a client of SpenDifference. 
As such, SpenDifference has an interest in assuring compliance by Customer and 
DISTRIBUTOR with the terms and conditions of this Agreement, and, accordingly, is a 
party to this Agreement and has certain other rights to the extent set forth in Section 24.4. 
Capitalized terms are defined either in the Schedule or in the section where first used.

1. Primary Distributor. Customer and the participating Franchisees will purchase 
from DISTRIBUTOR, and DISTRIBUTOR will order, purchase, receive, 
warehouse and distribute for and sell to Customer and its Franchisees not less 
than 90% of Customer’s and such Franchisees’ needs for foodservice and related 
products within each of those categories described on the Schedule attached 
hereto (collectively, the “Products”): provided however, those Product categories 
described as “non-committed” on the Schedule will not be subject such purchase 
requirement. DISTRIBUTOR reserves the right, in its sole discretion, to increase 
the Sysco Fee, or discontinue services under this Agreement, to Customer or a 
Franchisee if Customer or the Franchisee, as applicable, fails to meet such 
purchase requirement. Additionally, Customer and the participating Franchisees 
will purchase from DISTRIBUTOR at least 130 cases per delivery, as measured 
on average on an aggregate basis among all Units served under this Agreement, 
excluding Units receiving three (3) deliveries per week as provided in the “Other 
Distribution Parameters” section of the Schedule above.

Term of Agreement. The initial term of the Agreement (the “Initial Term”) is as 
specified on the Schedule, commencing as of the Effective Date. The Initial Term 
will automatically renew for two successive one-year periods thereafter, unless 
DISTRIBUTOR or Customer gives notice of non-renewal to the other party at 
least ninety (90) days prior to the end of the Initial Term or any successive one- 
year renewal term, subject to automatic termination of this Agreement in the 
event of the expiration or termination of the agreement between SpenDifference 
and DISTRIBUTOR (the Initial Term, together with each renewal period shall be 
referred to as the “Term”).

Units/Commencement of Distribution Services.
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3.1. Customer and the Franchisees have the right to add Units with a 
substantially similar service profile within DISTRIBUTOR’S then-current 
distribution service areas (the “Distribution Service Areas”) by giving 
reasonable advance written notice to DISTRIBUTOR. DISTRIBUTOR 
may condition its distribution services to any Franchisee and its Units 
upon such Franchisee’s completion of a new account application, 
execution of a Franchisee Acceptance Agreement, in the form attached 
hereto as Exhibit D, and DISTRIBUTOR’S reasonable determination of 
such Franchisee’s creditworthiness for payment terms offered.

3.1.1 Customer and/or Franchisees may, from time to time, close 
Units and, in such event, will provide commercially reasonable prior 
notice of such closure to DISTRIBUTOR or, if prior notice is not 
commercially reasonable, prompt notice following such closure, as soon 
as practicable. Upon closure, the Customer or Franchisee, whichever is 
the owner or operator of the elosed Unit, will purchase or cause the 
purchase or other disposition of a pro-rated share of inventory of Products 
that the delivering Sysco Company for such Unit had procured in 
reasonable anticipation of sale to such Unit, based upon the ratio of such 

. Unit’s historical purchases of Products to total Product sales by the 
delivering Sysco Company. In addition, and without duplication, the 
Customer or Franchisee, as the case may be, shall purchase or cause the 
purchase or other disposition of such quantities of Products that such 
Franchisee or Customer specifically instructed such delivering Sysco 
Company to procure for distribution to such Unit. Collectively, the 
inventory of Products that the Customer or Franchisee specifically 
directed for a Unit plus the pro-rated share of Products, as described 
above, are referred to as the “Unit-Related Inventory.” The Customer or 
the Franchisee, as the case may be, shall purchase or cause the purchase or 
other disposition of Unit-Related Inventory in the manner and subject to 
the timing and pricing described in Section 17.3; except that the Unit 
closure date shall be substituted for termination date.

3.2. Customer may request DISTRIBUTOR to service Units outside of the 
Distribution Service Areas. Upon such request, DISTRIBUTOR will use 
commercially reasonable efforts to provide distribution services to such 
Units through another Sysco Company that has a service area that includes 
the area in which such Units are located. In the event that it is not 
reasonably practicable for DISTRIBUTOR to deliver Products to Units 
outside the then-existing Distribution Service Areas at prices acceptable to 
Customer or its Franchisees, through its other Sysco Companies, 
Customer or its Franchisees may select an alternative distributor for the 
un-serviced Unit. Any Unit not serviced by DISTRIBUTOR pursuant to 
this Agreement will not be included in any performance evaluations, 
including any calculations of average purchases or evaluations of Key 
Performance Indicators and Other Distribution Parameters.
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3.3 In addition to the Key Performance Indicators and Other Distribution 
Parameters set forth in the Schedule, the Sysco Fee is also expressly 
premised upon the condition that all Units will, except as a result of 
“Excused Conditions” (as defined below), proeure 90% of their respective 
Produet needs in eaeh of the referenced ebmmitted categories from 
DISTRIBUTOR under this Agreement. In the event that Units, other than 
as a result of the Excused Conditions, do not proeure the requisite 
pereentage of Products, or in the event of an unfavorable varianee in the 
Annual Purchase Volume, as set forth in the Other Distribution 
Parameters, DISTRIBUTOR shall be entitled to adjust the Sysco Fee, in 
an amount agreed among it, SpenDifference, and Customer, and, failing 
sueh agreement within sixty (60) days following notice from 
DISTRIBUTOR of its request for adjustment in the terms due to a failure 
of such condition, DISTRIBUTOR shall be entitled to, upon sixty (60) 
days additional written notice to SpenDifference and Customer, terminate 
distribution services under this Agreement. For purposes of this Section 
3.3, “Excused Conditions” are: (i) the circumstances described in Section 
21 relating to Force Majeure conditions that entitle Customer and 
Franchisees to procure Products from other sources; (ii) the expansion of 
Units within areas outside of the Distributor’s Service Area, if 
DISTRIBUTOR is unwilling to service such Units under the terms and 
conditions of this Agreement and Customer, SpenDifference, and 
DISTRIBUTOR are unable to agree upon modified terms for such 
distribution; or (iii) with respect to any Unit, DISTRIBUTOR’S 
determination that such the owner or operator of such Unit fails to satisfy 
distributor’s credit criteria for distribution services.

3.4 DISTRIBUTOR shall be entitled to change the designation of the Sysco 
Companies that provide the Distribution Services following consultation 
with SpenDifference.

4. Account Management. DISTRIBUTOR will appoint a corporate level 
representative (the “Account Representative”! who will serve as Customer’s 
primary contact to manage this Agreement. The Account Representative will 
coordinate the implementation and maintenance of the relationship established by 
this Agreement, including development of a transition plan, program planning and 
meetings, development of order guides, development of procedures manuals for 
the Units, implementation of manufacturer contracts for Products, and review of 
service levels, inventory management and dispute resolution. The Account 
Representative will schedule periodic business meetings with SpenDifference and 
Customer to review the performance of DISTRIBUTOR under the Agreement and 
the status of the Key Performance Indicators and Other Distribution Parameters 
described on the Schedule.
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5. Usage Reports and Data.

5.1. DISTRIBUTOR will furnish Customer with its standard usage reports 
generated by DISTRIBUTOR’S standard web-based order and reporting 
systems. Upon Customer’s request, DISTRIBUTOR will make 
customized reports available to Customer or its Franchisees to the extent 
reasonably practicable; provided that, if DISTRIBUTOR will incur 
additional expense in programming or otherwise preparing customized 
reports, it shall provide the Customer with an estimate of such expenses 
and, if Customer approves the same, DISTRIBUTOR will be entitled to 
reimbursement of such expenses. DISTRIBUTOR’S obligation to provide 
such customized reports is conditioned upon Customer’s approval and 
payment of such expenses.

5.2. DISTRIBUTOR agrees to use commercially reasonable efforts to collect 
and process information in an accurate manner and will correct any errors, 
omissions or defects in the information within thirty (30) days after notice 
of the error, omission or defect is received. The correction methods and 
procedures may be determined by DISTRIBUTOR in its sole reasonable 
discretion.

5.3 DISTRIBUTOR will provide Customer purchasing information to 
SpenDifference and to a third-party provider of software or data analysis 
(a “Third-Party Provider”) designated in writing by SpenDifference for 
use in information analysis, order placement or processing or supplier or 
manufacturer rebate application. If requested, DISTRIBUTOR will also 
electronically provide Customer purchasing information to Customer’s in- 
house enterprise systems, provided that any expenses incurred by 
DISTRIBUTOR in interfacing with any such Third-Party Provider or 
enterprise system, in addition to any set-up fees or other transaction fees 
charged by such Third Party Provider are reimbursed by SpenDifference, 
Customer, and/or Franchisees. Prior to incurrence of such expenses and/or 
payment of such fees, DISTRIBUTOR shall notify SpenDifference and 
Customer of the estimated amount thereof, which shall be subject to 
SpenDifference’s and Customer’s approval. DISTRIBUTOR shall not be 
obligated to interface with Customer’s designated enterprise systems or 
provide purchasing information to the Third-Party Provider unless and 
until such expenses and/or fees are approved by SpenDifference and 
Customer and Customer or SpenDifference has expressly agreed to pay 
the same. Customer expressly authorizes DISTRIBUTOR to provide 
Customer purchasing information to SpenDifference, any Third-Party 
Provider, and any Customer enterprise system designated by Customer.
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6. Ordering Procedures.

6.1. DISTRIBUTOR will make electronic order guides available to each Unit 
on DISTRIBUTOR’S standard electronic order and reporting systems to 
facilitate order placement.

6.2. Each Unit shall place its orders tlirough electronic ordering methods and 
acknowledges the efficiencies in the supply chain that use of online 
ordering permits. Accordingly, Customer shall utilize standardized order 
entry format, which shall be provided and implemented by 
DISTRIBUTOR for use by Customer and Franchisee(s) in placing orders.

6.3 DISTRIBUTOR agrees to support Customer’s use of its own in-house 
electronic online ordering system in conjunction with DISTRIBUTOR’S 
electronic online ordering system; provided that any expenses incurred by 
DISTRIBUTOR incident to such support and interface with Customer’s 
in-house electronic online ordering system is paid or reimbursed by 
Customer. Prior to incurrence of such expenses, DISTRIBUTOR shall 
notify SpenDifference and Customer of the estimated amount thereof, 
which shall be subject to SpenDifference’s and Customer’s approval. 
DISTRIBUTOR shall not be obligated to provide such support and 
interfacing unless and until such expenses are approved by 
SpenDifference and Customer and Customer has expressly agreed to pay 
the same.

7. Procedures Manual.

7.1. DISTRIBUTOR will supply SpenDifference, Customer and each 
Franchisee with a detailed procedures manual for each Unit serviced. The 
procedures manual will cover key contacts at the Sysco Company that 
services the Unit, the online order system, and procedures for ordering, 
delivery schedules, delivery procedures, key drops, receiving, credit 
memos, pick-ups. Product returns, recalls, and other pertinent information.

7.2. The procedures manual will be updated by DISTRIBUTOR as changes in 
procedures are made by DISTRIBUTOR.

Deliveries.

8.1. DISTRIBUTOR will make deliveries to the Units at the frequency 
specified in the Schedule.

8.1.1 Distributor shall utilize commercially reasonable efforts to 
maintain an On-time Delivery Performance rate of 95%, as measured 
over each calendar quarter and among all Units served under this
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Agreement, in the aggregate. “On-Time Delivery Performance” is 
defined for any given period, as the (i) total number of deliveries made 
to all Units less (ii) total number of deliveries to alTUnits that are not 
made on-time, divided by (iii) total number of deliveries made to all 
Units. If the order arrives within one hour of the scheduled delivery 
time (before or after) or within the delivery window for “key drop” 
deliveries (as defined in Section 8.4), the order will be considered 
delivered on time.

8.2. distributor’s delivery schedules will be developed by the delivering 
Sysco Company after consultation with the Customer or Franchisee, 
taking into account the needs of their respective Units. The delivery 
schedules may be modified from time to time by DISTRIBUTOR upon 
reasonable notice to SpenDifference, Customer or the applicable 
Franchisee. DISTRIBUTOR will provide written notice two weeks in 
advance of any permanent schedule change.

8.3. Each Unit must provide DISTRIBUTOR with notice of any delivery of 
non-conforming Products or shortage of, loss of or visible, external 
damage to Products, before DISTRIBUTOR’S driver leaves the Unit 
(except for key drop deliveries).

8.4. If DISTRIBUTOR makes a key drop delivery to a Unit, the Unit will be 
conclusively deemed to have received and accepted the type and quantity 
of Products shown on DISTRIBUTOR’S invoice or delivery list left with 
the Products (regardless of whether or not the invoice or delivery list is 
signed by a representative of the Unit), unless the Unit provides 
DISTRIBUTOR with notice of any non-conforming Products or shortage, 
loss or damage, by the time specified in the procedures manual (or, if not 
specified, by noon local time on the following day). A key drop delivery 
means a delivery made by DISTRIBUTOR to a Unit when such Unit is 
not open for business.

8.5. If no notice of non-conforming Products or shortage of, loss of or visible, 
external damage to Products is given to DISTRIBUTOR in the time 
specified in this Agreement, Customer and the applicable Franchisee 
waive the right to assert such matters.

8.6. Notwithstanding Section 8.5, if Customer or the Franchisee discovers 
shortages in or damage to Products hidden inside the case or packaging. 
Customer or the Franchisee, as applicable, must notify DISTRIBUTOR 
within 48 hours of delivery to receive credit or recovery. DISTRIBUTOR 
will undertake commercially reasonable efforts; (i) to redeliver the 
affected Products on the next scheduled delivery to the affected Unit; or 
(ii) in the event the affected Product is a Critical Product, to redeliver the 
Product within 24 hours. “Critical Products” are those Products set forth in
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Exhibit C, which have been identified as being vital to the continued 
operation of the Units. Expenses for any special delivery shall be borne 
by the Customer, Franchisee, or Supplier unless the shortage or damage 
was due to DISTRIBUTOR’S error, negligence, or willful misconduct, in 
which event, special delivery expenses will be borne by DISTRIBUTOR. 
Each delivering Sysco Company will use commercially^reasonable efforts 
to maintain an inventory volume of each Critical Product based on a 
rolling three weeks average purchase volume of each such product by the 
Units it services.

8.7. DISTRIBUTOR reserves the right to allocate Products among all of its 
customers in the event of any shortage of Products at any Sysco Company 
or in the event of a force majeure, as described in Section 21. In such 
event, DISTRIBUTOR will provide Customer and all affected Franchisees 
with prompt notice of any such allocation.

8.8. DISTRIBUTOR may, in its sole discretion, agree to accept Product returns 
from a Unit for reasons other than delivery error or damage. In the event 
DISTRIBUTOR agrees to accept such return, it reserves the right to 
charge a restocking fee not to exceed the applicable margin or fee per case 
utilized in determining the Sell Price for such Product.

8.9 DISTRIBUTOR will be expected to meet or exceed an order Fill Rate of 
99.0%, as measured each calendar quarter, among deliveries to all Units in 
the aggregate. “Fill Rate” is defined for any given period, as the (i) total 
cases of Product ordered by all Units less (ii) total cases not delivered to 
all Units on the first scheduled delivery following timely order placement, 
divided by (iii) total cases of Product ordered by all Units. Permitted 
substitute Products will be considered to be Products delivered as ordered.

9. Pricing.

9.1. Except as provided below in cormection with Contracted Products, the 
price at which DISTRIBUTOR will sell a Product to a Unit under this 
Agreement (the “Sell Price”) is equal to: (i) (a) DISTRIBUTOR’S Cost, 
as defined below, plus (b) the Total Fee (comprised of the Sysco Fee and 
SpenDifference Administrative Fee) specified in the Schedule, plus (c) if 
applicable, any reverse deviations that SpenDifference has instructed 
DISTRIBUTOR to add in determining the Sell Price of the Product, as 
described in Section 9.13. The Sysco Fee is subject to adjustment as 
provided in this Agreement.

9.2. For example, the Sell Price of a Product with a Total Fee of 10%, and no 
reverse deviations or other surcharges as permitted in this Agreement, 
would be calculated as Cost, divided by 100%-10%. Such Product with a
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$10.00 Cost would have a Sell Price of $11.11. ($10.00/100%-10% = 
$10,007.90 = $11.11).

9.3 SpenDifference has assessed an administrative fee upon Customer’s 
pricing, as indicated in the Schedule, which shall be added to the “Sysco 
Fee” and used to calculate the total Sell Price to the Customer. Such 
administrative fee will be paid monthly to SpenDifference within forty- 
five (45) days following the close of the applicable month. As provided in 
Section 9.13, SpenDifference- may, from time to time, instruct 
DISTRIBUTOR to increase the Sell Price for designated Products by 
applying a “reverse deviation” in an amount designated by SpenDifference 
and remitting such amount to SpenDifference. Customer expressly 
acknowledges and consents to the addition of administrative fees and 
reverse deviation charges, as specified by SpenDifference from time to 
time, to the Sell Price of Products sold to it and the Franchisees under this 
Agreement. Each of Customer and SpenDifference represents that the 
imposition, collection, and payment of the administrative fees and reverse 
deviations do not violate any law or contract to which it is bound, and will 
defend, indemnify and hold harmless DISTRIBUTOR from all loss, 
damage or liability arising out of any breach of this representation, 
including reasonable attorneys' fees and expenses.

9.4 Intentionally deleted.

9.5 Intentionally deleted.

9.6. To simplify pricing, receiving and inventory valuation, all Prices with 
calculated penny fractions will be rounded up or down to the nearest 
penny per unit of sale.

9.7. “Cost” of a Product is defined as cost of the Product as shown on the 
invoice to the delivering Sysco Company or, if there is an open purchase 
order issued by the delivering Sysco Company for customary quantities of 
such Product and such Product is due to be received by such Sysco 
Company prior to the first day of the pricing period for which the Cost and 
resulting Sell Price is being determined /“Eligible Open Purchase Order”), 
the price of the Product as set forth in such Eligible Open Purchase Order, 
plus, if the price on such invoice or Eligible Purchase Order, as the case 
may be, is not a delivered price. Applicable Freight. The invoice or 
Eligible Open Purchase Order used to determine Cost will be the invoice 
issued to the delivering Sysco Company from, or the Eligible Purchase 
Order issued from the delivering Sysco Company to, the supplier of the 
Product /“Supplier”), including, without limitation, DISTRIBUTOR’S 
merchandising services affiliate, currently, Sysco Merchandising and 
Supply Chain Services, Inc. and its successors (collectively, “SMS”). In 
addition, for certain commodity products like produce, SMS and other 
Affiliates may use replacement cost or current market average cost as its 
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cost to the delivering Sysco Company. Cost is not reduced by cash 
discounts for prompt payment available to DISTRIBUTOR, SMS or the 
Sysco Companies. The Sell Price for Controlled Price Products (as such 
term is defined in Section 9.14), shall be determined as provided in 
Section 9.14).

9.7.1 "Applicable Freight" means a per-case freight charge for delivering 
products to the delivering Sysco Company. Applicable Freight 
charges may include: (i) common or contract carrier charges by the 
Product supplier or a third party; (ii) common or contract carrier 
charges billed by DISTRIBUTOR’S freight management service 
(“FMS”), sometimes known as Alfmark, for third party carriage 
arranged by FMS; (iii) charges billed by FMS for shipments back 
hauled on trucks owned or leased by DISTRIBUTOR or its 
affiliates; and (iv) charges such as fuel surcharges, cross-dock 
charges, unloading and restacking charges, container charges, air 
freight charges and other similar charges not included in the 
supplier’s invoice cost that are required to bring Product into the 
delivering Sysco Company’s warehouse. Applicable Freight for 
any Product will not exceed (i) the Supplier’s normal freight 
charge to the receiving Sysco Company to ship normal quantity 
requirements of such Product (including a freight charge that is 
part of a delivered price) or (ii) if the Supplier does not provide 
freight service, the rate normally payable by the Sysco Company 
for inbound shipments of a similar quantity of Product.

9.7.2 If the purchases of any Product by the Units served by any Sysco 
Company fail to achieve the supplier’s minimum order 
requirements (based upon not greater than three week inventory 
levels determined by historical or reasonably forecasted purchases 
of such Units), the servicing Sysco Company may elect to procure 
such Product from another Sysco Company (the “Procuring 
Company”). In such event the Cost component of the Sell Price 
will equal the Cost to the Procuring Company, plus a transfer fee 
of 2.0% (of the Procuring Company’s Cost), plus Applicable 
Freight to ship the Product from the Procuring Company to the 
servicing Sysco Company. Likewise, in the case of the Contracted 
Cost for a Contracted Product, as such terms are defined in Section 
10.1, if the servicing Sysco Company procures such Contracted 
Product from the Procuring Company, the Contracted Cost for the 
servicing Sysco Company will be the Contracted Cost, plus a 
transfer fee of 2.0% (of the Contracted Cost), plus Applicable 
Freight to ship the Product from the Procuring Company to the 
servicing Sysco Company.
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Notwithstanding the foregoing, if the servicing Sysco Company is 
then routinely engaged in backhauling products from the Procuring 
Company for distribution to other customers, the Cost component 
for determining the Sell Price charged by such servicing Sysco 
Company for Products it backhauls from the Procuring Company 
for distribution to the Units will equal the Cost of the Product to 
the Procuring Company, plus a transfer fee of 2.0% of the 
Procuring Company’s Cost for such Product, and will not include 
any additional freight charges for shipping or backhauling the 
Product from the Procuring Company to the servicing Sysco 
Company. Likewise the Contracted Cost utilized by such servicing 
Sysco Company in determining the Sell Price for backhauled 
Contracted Products will equal the Contracted Cost, plus a transfer 
fee of 2.0% and will not include any freight charges to ship or 
backhaul the Contracted Products from the Procuring Company to 
the servicing Sysco Company.

9.8. Cost is not reduced by cash discounts for prompt payment. Cost is also 
not reduced for payments such as performance-based incentives, or fees 
DISTRIBUTOR receives from a Supplier for marketing, freight 
management, warehousing, distribution, quality assurance or other 
services, or the other components of earned income as disclosed in Section 
9.8.1.

9.8.1 Merchandising Services/Eamed Income. DISTRIBUTOR 
and its affiliates, including SMS, perform value-added 
services beyond those typically provided by other 
distribution companies in the foodservice industry. These 
services include, but are not limited to, (i) supply chain 
services such as consolidation of Sysco Company 
purchases from suppliers, management of supplier ordering 
processes, consolidation of payments by Sysco Companies 
to suppliers, processing claims by Sysco Companies for 
Product loss and shortages, advanced inventory
management, freight consolidation and management and 
other services associated with management of the total 
supply chain, (ii) quality assurance and (iii) regional and 
national marketing and performance-based product
marketing. To achieve these supply chain efficiencies 
requires DISTRIBUTOR and its affiliates, including SMS, 
to accept responsibility for management of certain business 
functions and expenses once borne by the supplier. There 
are also instances where DISTRIBUTOR and its affiliates, 
including SMS, incur additional costs in order to generate 
savings when considering the entirety of the supply chain 
which is the case with activities such as redistribution.
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freight consolidation, and cross docking. Therefore, 
DISTRIBUTOR and its affiliates, including SMS, may 
recover the costs of providing these services, may be 
compensated for these services and may retain any savings 
they may receive throughout the supply chain by utilizing 
their expertise, resources and capital, much of which is 
used to offset expenses already incurred. DISTRIBUTOR 
considers such cost recovery, compensation and retained 
savings to be earned income. Receipt of such cost 
recovery and earned income does not reduce Cost and does 
not diminish the commitment of DISTRIBUTOR and its 
affiliates, including SMS, to provide competitive prices to 
their customers, including Customer.

9.8.2 Intentionally deleted.

9.8.3 Delivery Size Adjustments. Following the completion of 
the first nine (9) months of each contract year (the full 
contract year being November 1 through October 31) (such 
nine-month period being referred to herein as the “KPI 
MeasurementPeriod”), SpenDifference and 
DISTRIBUTOR will review the average delivery size for 
all eligible deliveries made to all Units during the same 
measurement period. If the average delivery size is above 
or below the Base Range (defined in Exhibit E), the Sysco 
Fee for the ensuing contract year shall be increased or 
decreased, as applicable, as further set forth in Exhibit E, 
which is attached hereto and incorporated herein by 
reference. Only sales of Products to Units that 
DISTRIBUTOR has serviced for at least six (6) months 
during the applicable KPI Measurement Period will be 
included within the calculation of average delivery size.

9.8.4 Netting of Adjustments. The Sysco Fee adjustments 
provided in this Agreement, including without limitation, 
those adjustments set forth in Exhibits E and F, shall be 
added to (and in the case of negative variations, netted 
against) each other, and applicable to all Units.

9.8.5 Allowance in Lieu of Adjustments. In lieu of net 
reductions to the Sysco Fee that Customer and its 
Franchisees would be entitled to under this Agreement, 
including without limitation, by way of those adjustments 
set forth in Exhibits E and F, SpenDifference may direct 
that Sysco not reduce the Sysco Fee, but rather accrue 
allowance amounts, for the benefit of Customer (“Customer
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Allowance”), equal to the dollar amount that would 
otherwise result from such net reductions. DISTRIBUTOR 
will pay the Customer Allowance to SpenDifference, on a 
one-month lagged basis, within forty-five (45) days 
following the end of the month in which the same is earned, 
and SpenDifference, in turn, will forward the same to 
Customer, in proportions as liiay be agreed by and between 
SpenDifference and Customer. DISTRIBUTOR shall be 
entitled to offset against any future Customer Allowances 
payable under this Section 9.8.5, those Customer 
Allowances paid on returned Products or Products for 
which invoiced amounts, that are properly payable, have 
not been received by DISTRIBUTOR within sixty (60) 
days of the invoice date. Customer represents and warrants 
that, to the extent it or SpenDifference has retained any 
portion of the Customer Allowance relating to sales to 
Franchisees’ Units, such retention does not violate any law 
or contract by which Customer is bound, and, to the extent 
that Customer is legally or contractually required to do so, 
it has disclosed to the Franchisees and all other persons to 
whom such disclosure is legally or contractually required. 
Customer’s (and, if shared with SpenDifference, 
SpenDifference’s) receipt of Customer Allowances under 
this Agreement. Customer will indemnify and hold 
DISTRIBUTOR harmless from and against any loss, 
liability, claims, or expense (including reasonable 
attorney’s fees) arising from any breach of the foregoing 
representation and warranty, which obligation shall survive 
termination of this Agreement. Further, Customer 
acknowledges and agrees that DISTRIBUTOR shall not be 
responsible for SpenDifference’s failure to forward to the 
Customer all Customer Allowances (or that portion thereof 
to which the Customer is entitled pursuant to 
SpenDifference’s agreement with such Customer), which 
DISTRIBUTOR has remitted to SpenDifference for such 
Customer.

9.9. Freight for transfers between DISTRIBUTOR’S Sysco Companies 
necessary to provide Products to the Units is included in Cost. On FOB- 
Origination contracts where the Supplier has guaranteed a freight rate, 
DISTRIBUTOR shall not charge more than the Supplier- guaranteed FOB 
cost plus the stated freight rate. If DISTRIBUTOR cannot arrange 
transportation or back-haul the product(s) for the total cost presented by 
the Supplier, DISTRIBUTOR shall inform the Supplier that the Supplier 
must deliver or arrange for the delivery to the delivering Sysco Company 
at the stated freight rate. DISTRIBUTOR further agrees to base
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Applicable Freight on the brackets applicable to the actual load weight of 
the truck for all Products purchased by DISTRIBUTOR, and not the actual 
Product weight on the load of only those Products to be distributed to 
Customer.

9.10. Cost of Products is calculated with the following frequencies:

9.10.1. Cost will be calculated weekly.

9.10.2. If there is a major (more than 10%) increase in the Cost of any 
Product during a pricing period, DISTRIBUTOR may make an 
immediate adjustment to the Price of the Product, effective upon 
notice given to Customer and each applicable Franchisee.

9.11. Sell Price is based on full cases, and the Sysco Fee for splits shall be the 
same margin percentage as for full cases. Cost is measured on a per unit 
basis on the split.

9.12. Sell Prices do not include taxes or other governmental charges imposed on 
the Products. DISTRIBUTOR will invoice Customer or the applicable 
Franchisee for any such taxes or charges together with penalties and 
expenses, if any. If applicable, Customer and the purchasing Franchisee 
may provide DISTRIBUTOR with any tax exemption certificates.

9.13. If so instructed by SpenDifference, Distributor will institute a reverse 
deviation which allows Distributor to collect an additional fee by 
increasing the Sell Price of specified Products to Units by the amount 
indicated by SpenDifference, and to pay said collected fee to 
SpenDifference on a monthly basis.

9.14 Controlled Price Products. Products that are governed by agreements with 
Suppliers binding upon Sysco Corporation or a Sysco Company that 
establish the definitive price at which the delivering Sysco Company must 
sell a product (“Controlled Price Products”) to a Unit (“Controlled Price 
Agreements”) shall be sold for the amount prescribed (or calculated in 
accordance with) the applicable Controlled Price Agreement.

10. Contracted Cost.

10.1 SpenDifference, on Customer’s and Franchisees’ behalf, may, by written 
agreement with a Product’s Supplier, negotiate the cost that the Supplier 
will charge DISTRIBUTOR for such Product for further distribution to 
Customer and Franchisees (the “Contracted Cost”), as well as Allowances, 
as defined below, directly with the Product’s Supplier. Such agreements, 
as negotiated by SpenDifference, are referred to herein as “Supplier
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Agreements.” “Allowances” are off-invoice allowances, bill-backs, and 
other special arrangements granted by a Supplier to Customer and the 
Franchisees. Products for which pricing is governed by a Supplier 
Agreement are referred to herein as “Contracted Products.” Subject to the 
limitations set forth in this Agreement and other limitations agreed to by 
and between SpenDifference and DISTRIBUTOR, the Contracted Cost, if 
any, shall be utilized in lieu of the Cost in determining the Sell Price of 
Contracted Products and Allowances will be deducted from the Sell Price 
for Contracted Products.

10.2. If Customer has negotiated an agreement with a supplier of Products to be 
distributed to it or its Franchisees or is otherwise participating as a 
member of another group that has negotiated an agreement with such a 
supplier (each, a “Customer Supplier Agreement”), the Customer Supplier 
Agreement, shall not be utilized in determining the Sell Price for Products 
covered under those agreements. Only Supplier Agreements 
communicated to DISTRIBUTOR by SpenDifference shall be recognized 
in determining the Sell Price of Contracted Products under this 
Agreement. In the event that more than one Supplier Agreement covers a 
specific Product GTIN, the last Supplier Agreement communicated by 
SpenDifference shall determine the Contracted Cost and/or Allowances to 
be utilized in determining the Sell Price for Customer and Franchisees, 
subject to the other requirements of this Agreement relating to notification 
of Supplier Agreements and utilization of specific Suppliers.

In no event shall DISTRIBUTOR be required to honor any Customer 
Supplier Agreements that base pricing on quantities of Products that are 
not supported by Customer’s and its Franchisees’ usage of such Products, 
or that are premised on pricing or credit terms from the Supplier that are 
not standard in Supplier’s industry, or that are with Suppliers who have 
not provided DISTRIBUTOR with an indemnity agreement and 
supporting insurance satisfactory to DISTRIBUTOR or that are otherwise 
in breach of such indemnity agreement, or, in the case of Suppliers of 
ground beef or ground veal, if such Suppliers fail to comply with 
DISTRIBUTOR’S ground beef and veal safety standards.

10.3. SpenDifference may give DISTRIBUTOR advance written notice of any 
Supplier Agreements. Subject to certain limitations agreed to between 
SpenDifference and DISTRIBUTOR similar to those set forth in Section 
10.2 relating to Supplier indemnities and insurance, adherence to 
distributor’s ground beef safety standards, credit and payment terms 
and/or quantities upon which the Supplier conditions its pricing, the 
agreed upon supplier’s price to DISTRIBUTOR under the Supplier 
Agreement, will be used to calculate the Sell Price of the Product (in lieu 
of Cost), and any Allowances will be deducted from the Sell Price charged 
by DISTRIBUTOR for the applicable Product.
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10.4. DISTRIBUTOR is not responsible for inaccuracies, errors or omissions 
made by a Supplier in the billing of the Contracted Cost to 
DISTRIBUTOR and Allowances pursuant to Supplier Agreements.

10.5. DISTRIBUTOR has the right to provide its equivalent branded Product to 
Customer and the Franchisees in lieu of a Contracted Product so long as; 
(a) SpenDifference and Customer has approved the equivalent 
DISTRIBUTOR-branded Product for purchase; (b) the Supplier agrees 
that the contracted pricing can be applied to the equivalent 
DISTRIBUTOR-branded Product; and (c) the equivalent DISTRIBUTOR- 
branded Product is stocked by the servicing Sysco Company.

10.6 DISTRIBUTOR will utilize its supply chain expertise in optimizing 
product procurements on a corporate basis with respect to the top five 
Suppliers of Products distributed to Units. DISTRIBUTOR will also 
review key fresh produce Products utilized by Units for possible 
contracting, including broccoli, mushrooms, onions, and peppers.

11. Other Adjustments, Surcharges, and Incentives.

11.1. All parties agree and acknowledge that the cost of diesel fuel is a critical 
component impacting DISTRIBUTOR’S expenses in delivering Products 
to Units that is beyond DISTRIBUTOR’S control. Accordingly, 
DISTRIBUTOR will assess a delivery surcharge if diesel cost exceeds a 
Base Range, as specified on the attached Exhibit B. and in the manner 
more particularly described in Exhibit B. which Exhibit is incorporated 
herein by reference.

11.2. As provided in Section 9.8.3 of this Agreement, the Sysco Fee may be 
adjusted based on the average delivery size in accordance with Exhibit E.

11.3 DISTRIBUTOR shall provide reduced fee incentives and charge 
. additional surcharges for favorable and unfavorable variations from the 
“Other Distribution Parameters” set forth in the Schedule, other than the 
Annual Purchase Volume, or for any other circumstances, in the manner 
and as described in Exhibit F. attached hereto and incorporated herein by 
reference, which shall be applicable only to the affected Units, or in the 
case of prompt payment incentives to the Customer and/or the affected 
Franchisee, as applicable.

12. Proprietary Products.

12.1. DISTRIBUTOR will maintain an inventory of Proprietary Product items 
up to the maximum number of items specified in the Schedule. Each 
separate SKU constitutes a separate item. Customer (or SpenDifference,
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on Customer’s behalf) must request that Distributor stock or discontinue 
stocking Proprietary Products with at least thirty (30) days prior written 
notice of the effective date of any such stocking or destocking: Subject to 
payment of the Sell Prices therefor, Customer shall have full ownership of 
all units of Proprietary Products inventoried by DISTRIBUTOR at 
Customer’s or SpenDifference’s request pursuant to this Agreement.

12.2. “Proprietary Products” are Products that would not be brought into the 
inventory of a Sysco Company but for Customer’s request. Proprietary 
Products include Products with Customer’s label or logo, special order 
Products, test Products, menu special Products, seasonal Products and 
Products branded to DISTRIBUTOR (if Customer designates that the 
Product must be procured from a specific manufacturer). What eonstitutes 
a Proprietary Product shall be determined by each Sysco Company, and 
what is a Proprietary Product in one Sysco Company may not be a 
Proprietary Product in another Sysco Company.

12.3. If Customer specifies a particular manufacturer for a Proprietary Product 
or Contracted Product that is not currently authorized by DISTRIBUTOR, 
then such manufacturer will be required to complete DISTRIBUTOR’S 
standard manufacturer documentation before DISTRIBUTOR purchases 
procures such Products from the manufacturer for resale to Customer or 
Franchisees. Manufacturer documentation includes agreements regarding 
indemnification, insurance coverage and applicable pure food guarantees. 
If the manufacturer does not provide the documentation required by 
DISTRIBUTOR and Customer chooses to use that particular 
manufacturer, and DISTRIBUTOR is willing to procure Produets from 
such manufacturer, then Customer shall execute an indemnity agreement 
in a form satisfactory to DISTRIBUTOR, that indemnifies 
DISTRIBUTOR and its employees, officers and agents from all loss, 
damage and expense (including reasonable attorney’s fees) for personal 
injury or property damage arising from or related to the delivery, sale, use 
or consumption of such Proprietary Products, except to the extent caused 
by distributor’s negligence, or the negligence of its employees or 
agents. If so requested by DISTRIBUTOR, Customer shall provide 
evidence of liability insurance supporting its indemnification obligations 
under this Section 12.3.

12.4. Proprietary Products will be stocked in quantities designed to turn at least 
twelve (12) times per year in each applicable Sysco Company.

12.5. Customer and the Franchisees will purchase a combined total equal to or 
greater than the Minimum Case Movement of each Proprietary Product 
from each Sysco Company that stocks such Proprietary Product. In the 
event this minimum is not met, DISTRIBUTOR will notify 
SpenDifference. If Customer and the Franchisees fail to increase total
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purchases of the Proprietary Product to the minimum in the thirty (30) 
days after such notice, then Customer shall, at its option, do one of the 
following: (a) discontinue the Proprietary Product; (b) select an alternative 
Product regularly stocked by the Sysco Company, or (c) procure the 
Proprietary Product from another source, such as direct shipment from the 
manufacturer.

12.6. In the event Customer or SpenDifference, on Customer’s behalf, 
discontinues a Proprietary Product at its option or under the provisions of 
Section 12.5(a), (b), or (c) Customer shall purchase the remaining 
inventory of Proprietary Products from all applicable Sysco Companies 
within seven (7) days of such discontinuance, if such Proprietary Products 
are perishable, and within thirty (30) days, if such Proprietary Products are 
nonperishable. Customer shall pay DISTRIBUTOR for the remaining 
inventory of such Proprietary Products either prior to or upon pick-up or 
delivery, at Cost plus 70% of the then-applicable Sysco Fee, plus the 
SpenDifference Administrative Fee, if Customer picks up or causes an 
agent to pick up the Proprietary Product from the applicable Sysco 
Companies, or at Cost plus 100% of the then-applicable Total Fee, if the 
Sysco Companies delivers remaining inventory of such Proprietary 
Products to any Units that they service under this Agreement. If the 
discontinued Proprietary Products are not paid for within such time period, 
DISTRIBUTOR may dispose of such Proprietary Products, but no such 
disposal shall relieve Customer of its obligation to pay for such 
Proprietary Products.

12.7. No Product substitutions for Proprietary and/or Contracted Products will 
be made without the approval of SpenDifference or Customer’s authorized 
representative. Any approved substitute Products will be sold at the same 
mark-up as applicable to the Product for which the substitution is made. If 
a substitution is required due to the negligence of DISTRIBUTOR, 
DISTRIBUTOR shall offer the substituted Product at the same per-unit 
Sell Price as the item shorted. If the item shorted is a Critical Product (as 
defined in Section 8.6) and there is no applicable substitution, the 
DISTRIBUTOR will undertake commercially reasonable efforts to 
arrange overnight recovery of the shortage, which shall be at Customer’s 
or the Franchisee’s expense, unless the shortage is due to 
DISTRIBUTOR’S negligence or failure to employ prudent inventory 
management practices.

13. Invoicing and Payment Terms.

13.1. DISTRIBUTOR will provide each Unit with an invoice at the time of 
delivery. The invoice will serve as the receiving document to aid the 
Unit’s personnel to check in the shipment. DISTRIBUTOR’S driver will 
fill out and leave a copy of a “Request for Credit” for shipping errors
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discovered at the time of delivery or for Product rejected at the time of 
delivery and returned to DISTRIBUTOR.

13.2. Payment shall be made by Customer or the Franehisee to DISTRIBUTOR 
within the number of days specified in the Schedule; provided, however, if 
Customer or the Franchisee, as applicable, does not qualify for standard 
payment terms as further set forth in Section 13.4 below, payments shall 
be made by within the payment terms assigned by DISTRIBUTOR to 
Customer or the Franchisee, as applicable. Terms are measured from the 
date of DISTRIBUTOR’S invoice to the date DISTRIBUTOR receive 
payment.

13.3. All payments by Customer or the Franchisees will be made without setoff 
or deduction of any kind without prior written approval from 
DISTRIBUTOR.

13.4. The standard terms for payment specified in the Schedule are subject to 
DISTRIBUTOR’S reasonable determination of the creditworthiness of 
Customer and each Franchisee for such terms. If Customer or any 
Franchisee is not sufficiently creditworthy for such payment terms as of 
the commencement of distribution services, as reasonably determined by 
DISTRIBUTOR, DISTRIBUTOR may impose more stringent payment 
and credit terms, and if there is a material adverse change in Customer’s 
financial condition or the financial condition of any Franchisee during the 
Term of this Agreement, DISTRIBUTOR may, at its option, serve notice 
on Customer, and, if applicable, the Franchisee: (1) describing the change 
in financial condition with reasonable specificity; and (2) stating that 
Customer’s, and if applicable the Franchisee’s, payment terms shall be 
modified and made effective as specified in the notice, which may be 
immediate. The modifications may include shortening payment terms, 
including cash-in-advance, or requiring a standby letter of credit issued by 
a bank or other guarantees to secure payment, and are in addition to the 
modification options provided pursuant to Sections 16 below. The 
modifications shall be effective at the time specified in the notice, unless 
Customer or the applicable Franchisee eliminates or cures the change in 
financial condition before the expiration of any grace period, if any, that 
may be provided in the modification notice, to DISTRIBUTOR’S 
reasonable satisfaction. DISTRIBUTOR may not change Customer’s 
credit terms due to any material adverse change in the financial condition 
of its Franchisees.

14. Contribution to Customer’s National Conference. Within forty-five (45) days 
following the end each contract year (November 1 through October 31) , 
DISTRIBUTOR will pay Customer an amount equal to fifty dollars ($50) 
multiplied by the number of Units purchasing under this Agreement as of the end 
of the applicable contract year (“Conference Contribution”!, which shall be
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deemed to be DISTRIBUTOR’S contribution to Customer’s National Conference, 
and which shall entitle DISTRIBUTOR to participate in such conference. If this 
Agreement terminates prior to the end of a contract year, the Conference 
Contribution for such contract year will be calculated based on the number of 
Units purchasing under this Agreement as of the termination date, and will be 
prorated based on the number of months (including any partial month) completed 
in the applicable contract year as of the termination date. By way of example, if 
this Agreement terminates on April 30, 2015, and as of such date 55 Units are 
purchasing under this Agreement, the Conference Contribution payable to 
Customer will equal $1,375, calculated as follows:

(55 Units X $50/Unit) x (6/12 months completed in the contract year)

Prorated payments will be payable within fifteen (15) days of the termination date 
of this Agreement.

15. Price Audit. DISTRIBUTOR will participate in SpenDifference’s price audit 
program and provide for timely correction and resolution of all pricing errors in 
accordance with that program, which relates to Contracted Products, and will 
permit SpenDifference to conduct semi-annual price verifications for other 
Products, subject to terms and conditions agreed to between SpenDifference and 
DISTRIBUTOR.

16. Credit and Collection.

16.1. In order for DISTRIBUTOR to analyze and determine the 
creditworthiness and financial condition of Customer and each Franchisee, 
Customer agrees to furnish DISTRIBUTOR with a completed credit 
application using DISTRIBUTOR’S form. Customer shall also furnish its 
most recent internal financial statements, income statement, statement of 
cash flow and balance sheet, both before deliveries begin, and at all 
reasonable times thereafter. Customer also agrees to require each 
Franchisee to furnish DISTRIBUTOR with a complete credit application 
using DISTRIBUTOR’S form. Customer understands and agrees that until 
DISTRIBUTOR approves a credit application with respect to a Franchisee 
and such Franchisee executes a Franchisee Acceptance Agreement, 
DISTRIBUTOR will not be obligated to provide distribution services to 
such Franchisee under this Agreement.

16.2. Any invoices not paid when due shall bear interest at the lesser of (a) U/2% 
per month and (b) the highest rate permitted by law. Customer, on behalf 
of itself and each Franchisee, grants DISTRIBUTOR an express right of 
setoff to apply any money or credit due from Customer or a Franchisee to 
DISTRIBUTOR in any claim or action asserted by Customer or such 
Franchisee against DISTRIBUTOR.

Sysco- SpenDifference HuHot A&R DSA 20140919 
Page 22 of 47



16.3. If Customer or any Franchisee fails to make a payment when due, 
DISTRIBUTOR shall be entitled to immediately, upon notice, impose 
more stringent credit or payment terms, including, without limitation, cash 
in advance, for deliveries to the Units owned or operated by the entity 
responsible for payment (the “Responsible Party”) and, if the failure 
continues for five (5) days after receipt of written notice from 
DISTRIBUTOR, DISTRIBUTOR may stop delivery of Products to all 
Unit(s) owned or operated by the Responsible Party.

16.4. If DISTRIBUTOR has reasonable grounds for insecurity as to Customer’s 
payment or performance or a Franchisee’s payment or performance, it 
shall provide Customer or such Franchisee with notice specifying the 
grounds in reasonable detail. After giving such notice, DISTRIBUTOR 
may impose more stringent payment or credit terms, including, without 
limitation, cash in advance, and/or withhold delivery of Products to the 
Unit(s) operated by Customer or such Franchisee (as the case may be) 
until DISTRIBUTOR receives adequate assurances of Customer’s or such 
Franchisee’s payment or performance, in such form as DISTRIBUTOR 
reasonably requests. Customer or a Franchisee will have at least seven (7) 
days after receipt of the notice to provide adequate assurances before 
DISTRIBUTOR may cease deliveries to the applicable Unit(s), unless 
such notice is provided in connection with Section 16.4 above for non­
payment, in which case the terms of Section 16.4 shall apply. 
DISTRIBUTOR will provide Customer with a copy of any notice sent to 
any Franchisee pursuant to this Section.

16.5. If DISTRIBUTOR has reason to believe that Customer or a Franehisee is 
or is about to become insolvent, DISTRIBUTOR may take any action 
permitted by law against the insolvent entity.

16.6. If any proceedings are filed by or against Customer or a Franchisee in 
bankruptcy, or for appointment of a receiver or trustee, or if Customer or a 
Franchisee makes an assignment for the benefit of creditors, 
DISTRIBUTOR may immediately stop delivery to the Unit(s) operated by 
Customer or the Franchisee, as applicable.

16.7. Customer or Franchisee, as applicable, will reimburse DISTRIBUTOR 
upon demand for all costs and expenses, including reasonable attorneys’ 
fees and court costs, incurred in collecting any amounts due from 
Customer or a Franchisee to DISTRIBUTOR (whether in a trial, appellate, 
or bankruptcy court), or in enforcing DISTRIBUTOR’S rights against 
Customer or a Franchisee under this Agreement. Customer does not 
guarantee the performance of its Franchisees.
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16.8. This Agreement may cover the sale of perishable agricultural commodities 
as those terms are defined by federal law. All fresh and frozen fruits and 
vegetables that have not been processed beyond cutting, combining or 
steam blanching are generally considered to be perishable agricultural 
commodities. All perishable agricultural commodities sold under this 
Agreement are sold subject to the statutory trust authorized by Section 
5(c) of the Perishable Agricultural Commodities Act of 1930 (7 U.S.C. 
499e(c)). The seller of these commodities retains a trust claim over these 
commodities and all inventories of food or other products derived from 
these commodities, and any receivables or proceeds from the sale of these 
commodities, until full payment is received.

17. Termination.

17.1. Customer may terminate this Agreement as follows:

17.1.1. If DISTRIBUTOR is in material breach of this Agreement, and 
fails to cure such breach within sixty (60) days after receiving 
notice from Customer, Customer may terminate this Agreement 
upon written notice.

17.1.2. Immediately upon DISTRIBUTOR’S insolvency (including 
inability to pay debts as they mature), cessation of business, 
operation as a going concern, assignment or attempted assignment 
for the benefit of creditors or similar acts, bankruptcy or institution 
of similar proceedings (whether by or against DISTRIBUTOR), or 
dissolution or liquidation.

17.2. DISTRIBUTOR may terminate this Agreement as follows:

17.2.1. INTENTIONALLY DELETED.

17.2.2. If Customer is in material breach of this Agreement (other than for 
failure to make payment), and fails to cure such breach within sixty 
(60) days after receiving notice from DISTRIBUTOR, 
DISTRIBUTOR may terminate this Agreement upon written 
notice.

17.2.3. If Customer fails to make payment at the time required under this 
Agreement, and such failure continues for ten (10) days after 
receiving notice from DISTRIBUTOR, DISTRIBUTOR may 
terminate this Agreement upon written notice.

17.2.4. Immediately upon Customer’s insolvency (including inability to 
pay debts as they mature), cessation of business, operation as a 
going concern, assignment or attempted assignment for the benefit
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of creditors or similar acts, bankruptcy or institution of similar 
proceedings (whether by or against Customer), or dissolution or 
liquidation.

17.2.5 If SpenDifference directs DISTRIBUTOR to exclude Customer 
from the distribution program contemplated under the agreement 
between SpenDifference and DISTRIBUTOR, effective as of the 
effective date SpenDifference specifies for such exclusion.

17.2.6 With respect to distribution services under this Agreement to any 
Franchisee, if the circumstances described in Sub-sections 17.2.1 
through 17.2.5 occur with respect to such Franchisee, and, in such 
event, subject to affording to such Franchisee the same notice and 
cure rights, if any, as are provided to Customer under such 
subsections.

17.3. Upon any termination of this Agreement Customer must purchase and/or 
cause Franchisees to purchase any remaining inventory of the Proprietary 
Products as well as remaining inventory of other Products in quantities 
that have been acquired by the delivering Sysco Companies in reasonable 
anticipation of sale to the Units as follows:

17.3.1. Within five (5) days of the termination date. Customer will provide 
DISTRIBUTOR with written notice specifying which Products 
will be purchased F.O.B. DISTRIBUTOR’S Sysco Companies, 
which Products are to be delivered to Customer or a Franchisee, 
and/or which Products are to be delivered to a successor distributor 
or other third, party. Customer guarantees the payment obligations 
of any successor distributor or third party it designates to purchase 
remaining inventories of such Products.

17.3.2. Any Products purchased F.O.B. DISTRIBUTOR’S Sysco 
Companies will be purchased at a price equal to the Cost of the 
Products plus 70% of the then-applicable Sysco Fee for receiving 
and warehouse handling services.

17.3.3. Any Products delivered to Customer, a Franchisee, a successor 
distributor or a third party will be purchased at the Sell Price of the 
Products provided that the delivery location is within the 
applicable Sysco Company’s Service Area. If the delivery location 
is not within the Service Area of the applicable Sysco Company, 
additional shipping charges may be added to the Sell Price. In the 
case of remaining inventories of Contracted Products that are 
purchased by successor distributors or other third parties, where 
the Contracted Cost and/or Supplier Allowance is achieved only 
through a bill-back to the supplier upon sale of the Contracted
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Product to Customer or Franchisee, the Sell Price will be based 
upon DISTRIBUTOR’S Cost without regard to the Contracted Cost 
or Supplier Allowance.

17.3.4. Customer agrees to purchase all remaining inventory of perishable 
Products within seven (7) days of the effective date of termination 
and all other Products within fifteen (15) days of the effective date 
of termination. If the Products are not purchased within such time 
periods, DISTRIBUTOR may dispose of the Products, but no such 
disposal shall relieve Customer of its obligation to pay for the 
Products. Payment terms for Product purchased under this 
Section 17.3 will be the same as established in or pursuant to 
Section 13.4 of this Agreement or within the fourteen (14) days of 
termination of this Agreement or the established payment terms, 
whichever is earlier.

18. Warranties.

18.1. DISTRIBUTOR hereby agrees to cooperate with Customer in the 
enforcement of any manufacturer warranties, at Customer’s sole cost.

18.2. DISTRIBUTOR represents and warrants that all Products other than 
Proprietary Products and Contracted Products, as of the time of delivery to 
Customer (i) will meet the specifications for such Product contained 
within the order guide provided by DISTRIBUTOR (ii) subject to Section 
16.8, will be free and clear of any adverse lien or security interest, and (iii) 
to the extent the Product is subject to the Federal Food, Drug and 
Cosmetic Act, as amended from time to time (the “FDC Acf’V will not be 
adulterated or misbranded within the meaning of the FDC Act.

18.3 DISTRIBUTOR represents and warrants that all Proprietary Products, 
special order products, and Contracted Products will be free and clear of 
any adverse lien or security interest (subject to Section 16.8), and will 
conform to the applicable specifications for such Products set forth in 
DISTRIBUTOR’S order guide.

18.4 EXCEPT AS EXPRESSLY SET FORTH IN THIS AGREEMENT, 
(A) DISTRIBUTOR DOES NOT MAKE ANY WARRANTIES 
WITH RESPECT TO THE PRODUCTS AND (B) DISCLAIMS ALL 
WARRANTIES, EXPRESS OR IMPLIED, INCLUDING ANY 
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A 
PARTICULAR PURPOSE, OR ARISING AS A RESULT OF 
CUSTOM OR USAGE IN THE TRADE OR BY COURSE OF 
DEALING WITH REGARD TO THE PRODUCTS. CUSTOMER 
ACKNOWLEDGES THAT, EXCEPT AS EXPRESSLY SET 
FORTH IN THIS AGREEMENT, DISTRIBUTOR HAS MADE NO
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ORAL OR WRITTEN WARRANTIES WITH RESPECT TO THE 
PRODUCTS AND IS PURCHASING THE PRODUCTS WITH 
FULL ASSUMPTION OF THE RISKS ASSOCIATED WITH THIS 
DISCLAIMER, AND THE PRICE HAS BEEN NEGOTIATED TO 
REFLECT THIS ASSUMPTION OF RISK.

19. Indemnification and Claim Limitations.

19.1. Customer agrees to indemnify DISTRIBUTOR, SpenDifference, and their 
respective parent and affiliated companies, and the officers, directors, 
employees, and successors and assigns of the foregoing, from any loss, 
damage or expense (including reasonable attorneys’ fees), arising out of or 
related to; (a) any breach of a representation or warranty made by 
Customer under this Agreement; (b) any breach in the performance of 
Customer’s obligations or the obligations of a Franchisee under this 
Agreement; (c) Customer’s negligence in the performance of its 
obligations (to the extent not contributed to by DISTRIBUTOR’S 
negligence); and (d) any actions, or omissions by Customer concerning or 
related to the Products, including negligence or reckless conduct, storage, 
handling or preparation of the Products, additions or modifications to the 
Products, or use of the Products.

19.2. Subject to Sections 19.4, 19.5, and 19.6, DISTRIBUTOR agrees to 
indemnify Customer, SpenDifference, and their respective parent and 
affiliated companies, and the officers, directors, employees, and 
successors and assigns of the foregoing, from any loss, damage or expense 
(including reasonable attorneys’ fees), arising out of or related to: (a) any 
breach of a warranty or representation made by DISTRIBUTOR under this 
Agreement; (b) any breach in the performance of DISTRIBUTOR’S 
obligations under this Agreement; or (c) DISTRIBUTOR’S negligence in 
the performance of its obligations under this Agreement (to the extent not 
contributed to by Customer’s negligence or the negligence of a 
Franchisee).

19.3. DISTRIBUTOR and Customer (on behalf of itself and each Franchisee) 
agree: (a) to notify each other and SpenDifference in writing of any claim, 
act or omission likely to give rise to a claim for indemnification hereunder 
promptly upon learning of the claim (provided that the failure to give such 
notice shall not relieve the indemnifying party of any liability except to the 
extent such failure shall actually prejudice the indemnifying party); and 
(b) to permit the indemnifying party to defend the claim with counsel 
reasonably acceptable to the indemnified parties, which consent will not 
be unreasonably withheld or delayed.
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19.4. Notwithstanding anything to the contrary in this Agreement, 
DISTRIBUTOR shall not be liable under this Agreement or otherwise for 
any loss, damage or expense incurred by Customer or a Franchisee that: 
(a) arises from or relates to a Product for which Customer designated the 
source or specifications, so long as DISTRIBUTOR did not cause or 
contribute to the loss, damage or expense in the storage and handling of 
the Product; or (b) arises from or relates to the handling, preparation or use 
of a Product after delivery.

19.5. distributor’s obligations upon its breach of any provision of this 
Agreement relating to defective or damaged Products are limited to 
replacement of the applicable Products or crediting Customer the 
cumulative Price of the applicable Products.

19.6 No party hereunder shall be liable to any other party for payment of 
any consequential, incidental, indirect, punitive, special or tort 
damages of any kind, including any loss of profits. The limitations on 
the liability of the parties contained in this Agreement apply 
regardless of whether the form of the claim is based on contract, 
negligence, strict liability or tort law.

19.7. The foregoing indemnification obligations and claim limitations shall 
survive the expiration or earlier termination of this Agreement.

20. Confidentiality.

20.1. Each party acknowledges that the relationship created by this Agreement 
may involve the disclosure and receipt of contracts, financial reports, 
plans, statements, data, doeuments, computer media, samples or other 
information that comprise, in whole or in part, confidential information 
that is not generally known to the publie (“Confidential Information”).

20.2. Each party agrees that, without the prior written consent of the other party, 
it will not divulge Confidential Information to any third party (exeept to its 
affiliates and advisors who have a need to know such information for 
purposes contemplated by this Agreement, and only if such party is made 
aware of the confidential nature of such Confidential Information and 
agrees to be bound by restrictions similar to those imposed by this 
Agreement on the use of Confidential Information).

20.3. Confidential Information does not inelude any information that: (a) is or 
becomes available in the public domain through no wrongful act of the 
receiving party; (b) is already in the receiving party’s possession without 
an obligation of eonfidentiality prior to disclosure by the disclosing party 
in connection with this Agreement; (c) is rightfully disclosed to the 
receiving party by a third party without an obligation of eonfidentiality
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known to the receiving party; or (d) is independently developed by the 
receiving party without reference to any Confidential Information.

20.4. The provisions of this Article 20 shall expire on the date that is five (5) 
years from the expiration or earlier termination of this Agreement, except 
with respect to Confidential Information that constitutes a trade secret, as 
to which the provisions of this Article 20 shall not expire.

Force Majeure. Subject to the provisions of this Section 21, DISTRIBUTOR 
shall be excused for delays in performance or failure to perform any of its 
obligations hereunder if, and only for so long as, such delay or failure is a result 
of unforeseen acts of nature (including fire, flood, earthquake, storm, hurricane or 
other natural disaster), human-caused disaster affecting the foodservice 
distribution business generally, war, civil disturbances, labor strikes, hostilities 
(regardless of whether war is declared), terrorist activities (including bio­
terrorism) and failure of sources of supply for any of the foregoing reasons (each, 
a “Force Majeure Event”): provided, that, the Force Majeure Event resulted from 
acts or events beyond DISTRIBUTOR’S reasonable control, and that if reasonably 
possible, Customer and SpenDifference are timely notified of the likelihood or 
actual occurrence of a Force Majeure Event. In the event of such occurrences 
with respect to one or more but not all of DISTRIBUTOR’S Sysco Companies, 
DISTRIBUTOR shall, if commercially reasonable for it to do so, provide 
distribution services as required hereunder from its unaffected Sysco Companies. 
In the event that it is not commercially reasonable for DISTRIBUTOR to provide 
such services from its other Sysco Companies, the Customer may purchase 
Product requirements for their respective Units from other sources for such 
periods of time as DISTRIBUTOR is unable to perform, and Customer will not be 
required to fulfill its obligations regarding DISTRIBUTOR’S primary distributor 
status for such purchases. DISTRIBUTOR shall use reasonable best efforts to 
remove or avoid any such events as soon as practicable and to continue 
performance of its obligation hereunder in light of the. If the force majeure 
continues for a period of thirty (30) days or more, the non-performing party may 
terminate this Agreement, effective thirty (30) days following delivery of written 
notice. This Section does not relieve a party from any obligation to pay money 
when due.

Food Safety.

22.1 Customer, on behalf of itself and each Franchisee, agrees to notify 
DISTRIBUTOR, within forty-eight (48) hours after it become aware of its 
occurrence, of any illness, sickness, accident or malfunction involving any 
Products which results in injury to or death of persons, or damage to 
property, or the loss of its use. Customer agrees to cooperate fully with 
DISTRIBUTOR in investigating and determining the cause of any such 
event, and shall cause each applicable Franchisee to cooperate.
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23.

22.2 DISTRIBUTOR will notify SpenDifference and Customer in within 24 
hours if it learns of product recalls or other warnings initiated by the 
government or regulatory agency or the Manufacturer regardless of the 
level or classification of the recall. DISTRIBUTOR will provide all 
relevant information regarding the recall, including the affected lot 
numbers and the units that have purchased affected product.

Supplies On The Fly. Notwithstanding any provision in this Agreement, 
Customer and the Franchisees agree to the following in exchange for authorization 
from DISTRIBUTOR to purchase products from Supplies On The Fly website 
(www.suppliesontheflv.com, hereinafter “SOTF”), which is operated by 
Instawares, LLC (“Instawares”).

23.1 Orders by Customer and the Franchisees on SOTF are received, processed, 
and fulfilled by Instawares. Customer and the Franchisees recognize and 
agree that, except as defined below, purchases made on SOTF shall be 
independent of the terms contained in this Agreement, and shall not be 
considered to be purchases under this Agreement.

23.2 Instawares is solely responsible for procuring, pricing, and arranging for 
the delivery and quality of the products ordered via SOTF (“SOTF 
Products”) and for the terms applicable to the sale.

23.3 DISTRIBUTOR has no responsibility for or any authority whatsoever 
with respect to the sale of any SOTF Product, including (without 
limitation) the establishment of the sell prices and/or shipping charges 
charged for SOTF Products and/or their delivery to Customer and the 
Franchisees. DISTRIBUTOR expressly disclaims any representations 
regarding any matter relating to any cost basis utilized in establishing the 
purchase price and/or the shipping charges for any SOTF Product.

23.4 If SOTF Products are purchased with a credit card:

23.4.1 Instawares is responsible for billing and collecting the purchase 
price, inclusive of shipping charges.

23.4.2 Any claims that Customer or a Franchisee may have with respect 
to SOTF Products and any requests for returning SOTF Products 
must be addressed to and resolved exclusively with Instawares as 
well as receiving any refunds for returned SOTF Products.

23.4.3 DISTRIBUTOR MAKES NO EXPRESS OR IMPEIED 
WARRANTIES OF ANY KIND WITH RESPECT TO ANY 
SOTF PRODUCT OR DEEIVERY THEREOF, INCLUDING 
WITHOUT LIMITATION, WARRANTIES OR 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR 
PURPOSE, WARRANTIES OF TITLE, OR WARRANTIES
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THAT ARISE FROM TRADE USAGE OR CUSTOM, ALL OF 
WHICH ARE EXPRESSLY DISCLAIMED.

23.4.4 DISTRIBUTOR SHALL NOT BE LIABLE TO CUSTOMER, 
THE FRANCHISEES, OR ANY OTHER PERSON FOR ANY 
DAMAGES ARISING FROM THE PURCHASE, DELIVERY, 
FAILURE TO DELIVER, CONSUMPTION, USAGE, OR 
RESALE OF SOTF PRODUCTS OR ANY DEFECTS OR 
DEFICIENCIES IN SOTF PRODUCTS.

23.5 None of the pricing terms (such as but not limited to the method of calculating 
the sell price), allowances, credit, and return policies or any payment terms) 
applies to Customer’s or the Franchisees’ purchases of SOTF Products. No 
claim or defense that Customer or a Franchisee may have with respect to SOTF 
Products or any sales transactions relating thereto may be asserted against, or 
used as an offset or defense with respect to obligations to, DISTRIBUTOR, 
and any arrangements Customer or a Franchisee may have with 
DISTRIBUTOR with respect to purchase of products from DISTRIBUTOR.

23.6 Purchases of any SOTF Product will not be included within any sales volume 
requirements upon which pricing is based under this Agreement or any other 
agreement with DISTRIBUTOR, nor will any allowances, discounts and/or any 
other incentives that Customer or the Franchisees may be entitled to under this 
Agreement, be applicable to Customer's and the Franchisees’ purchases of 
SOTF products.

24. General.

24.1. The offices of Customer, the Franchisees, the Units and DISTRIBUTOR’S 
distribution centers are located in many different states. To simplify 
interpretation of this Agreement, the Uniform Commercial Code (most 
recent version adopted by the National Conference of Commissioners on 
Uniform State Laws) shall apply to this Agreement, and for any remaining 
matters not determined by such Code, Colorado law (without reference to 
its conflicts of laws rules) shall apply. Any action or suit against 
DISTRIBUTOR arising from or related to this Agreement or the Produets 
must be commenced within one year after the cause of action has accrued, 
and may be filed in the state or federal courts located within the State of 
Colorado. DISTRIBUTOR and Customer eonsent to non-exclusive 
jurisdiction and venue in such courts. Each of DISTRIBUTOR, 
SpenDifference, and Customer affirmatively waives its right to jury trial with 
respect to any disputes, claims or controversies of any kind whatsoever under this 
Agreement.

24.2. For purposes of this Agreement (a) the words “include,” “includes” and 
“ineluding” shall be deemed to be followed by the words “without 
limitation,” (b) the word “or” is not exelusive and (c) the words “herein,”
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“hereof,’
whole.

‘hereby,” “hereto” and “hereunder” refer to this Agreement as a

24.3. All notices or consents under the terms of this Agreement will be 
determined to, have been properly delivered if personally served, sent by 
facsimile or e-mail transmission, or by reputable courier service to the 
address of the party set forth on the first page of the Schedule (or such 
other address designated by notice to the other party). Notice will be 
deemed to have been received: (a) if personally, when served; (b) if by 
facsimile transmission, on the first business day after transmission via fax 
with a confirmed receipt; (c) if by e-mail transmission, upon receipt; and 
(d) if by reputable courier, on the first business day after delivery to the 
courier, with postage prepaid.

24.4. Except as otherwise provided in this Agreement, DISTRIBUTOR’S 
obligations under this Agreement are extended to Customer and 
Franchisees only, and shall not inure to the benefit of or form the basis of 
a claim by any other purchaser of the Products or other party. 
DISTRIBUTOR may not assign this Agreement without the prior written 
consent of SpenDifference and Customer, which may not be unreasonably 
withheld, conditioned or delayed; provided that DISTRIBUTOR may 
utilize its Sysco Companies to perform as indicated in this Agreement. 
Customer may not assign this Agreement without the other parties’ 
written consent, which consent shall not be unreasonably withheld, 
delayed, or conditioned, provided, that, Customer may assign this 
Agreement to any purchaser or other successor to all or substantially all of 
its business (the “Customer Acquirer”) without DISTRIBUTOR’S 
consent, provided that: (i) the Customer Acquirer is not a competitor of 
DISTRIBUTOR; (ii) the Customer Acquirer executes such assumption 
documents as DISTRIBUTOR may reasonably require to evidence its 
assumption of Customer’s obligations under this Agreement; and (iii) the 
Customer Acquirer has sufficient financial capability to discharge the 
obligations of Customer under this Agreement. Customer shall give 
prompt written notice to the other parties of such assignment to the extent 
reasonably practicable in advance of the assignment, or, if prior 
notification is not reasonably practicable, promptly following such 
assignment. Notwithstanding the foregoing, SpenDifference shall be 
entitled to enforce any provision of this Agreement in which it is expressly 
named, and may further enforce this Agreement, and any and all terms 
hereof, as an express third-party beneficiary of Customer. SpenDifference 
may not assign this Agreement without the other parties’ written consent, 
which consent shall not be unreasonably withheld, delayed, or 
conditioned; provided, that, SpenDifference may assign this Agreement to 
any purchaser or other successor to all or substantially all of its business 
(the “Acquirer”) without DISTRIBUTOR’S or Customer’s consent.
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provided that: (i) the Acquirer is not a competitor of DISTRIBUTOR; (ii) 
the Acquirer executes such assumption documents as DISTRIBUTOR 
may reasonably require to evidence its assumption of SpenDifference’s 
obligations under this Agreement and the the agreement between 
SpenDifference and DISTRIBUTOR; and (iii) the Acquirer has sufficient 
financial capability to discharge the obligations of SpenDifference under 
this Agreement and the the agreement between SpenDifference and 
DISTRIBUTOR. SpenDifference shall give prompt written notice to the 
other parties of such assignment to the extent reasonably practicable in 
advance of such assignment, or if prior notification is not reasonably 
practicable, promptly following such assignment. Subject to these 
limitations, this Agreement shall be binding upon and inure to the benefit 
of the successors and assigns of each of the parties.

24.5. The remedies provided in this Agreement are cumulative. The exercise of 
any right or remedy under this Agreement shall be without prejudice to the 
right to exercise any other right or remedy in this Agreement, by law, or in 
equity.

24.6. This Agreerhent, including the Schedule and Exhibits hereto, is the final, 
complete and exclusive expression of the agreement between 
DISTRIBUTOR and Customer for the sale of the Products to the Units 
and among DISTRIBUTOR, Customer and SpenDifference. This 
Agreement may be amended only by a written document executed by 
DISTRIBUTOR, Customer and SpenDifference, and may be waived only 
by a written instrument executed by the party or parties from which such 
waiver is sought and SpenDifference.

24.7. The invalidity or unenforceability of any provision of this Agreement shall 
not affect the validity or enforceability of any other provision of this 
Agreement. The language used in this Agreement will be deemed to be 
the language chosen by the parties to express their mutual intent, and no 
rule of strict construction will be used against any person.

24.8. This Agreement may be executed in any number of counterparts, each of 
which when so executed and delivered will be an original, but all such 
counterparts will together constitute one and the same instrument. Each 
counterpart may consist of a copy hereof containing multiple signature 
pages, each signed by one party hereto, but together signed by both of the 
parties hereto. Facsimile, electronic and similar original signature 
reproductions shall have the same force and effect as the originals thereof

24.9 Nothing in this agreement shall be construed or interpreted as creating an 
agency, partnership, co-partnership or joint venture relationship between 
the parties.
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24.10 In any action brought under this Agreement, the prevailing party shall be 
entitled to reimbursement of its reasonable attorney’s fees and court costs 
from the non-prevailing party(ies).

[Signature Page Follows]
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Accepted and agreed to:

SYSCO CORPORATION HUHOT MONGOLIAN GRILLS, LLC

Tide:

By: .__^
Name: Jeff A. Martin 
Tide: VP Operations

SPENDIFFERENCE, LLC, a Colorado 
limited liability cwnodny

Name: LelantfC. Small 
Title: Director of Distribution
Address: 12015 E. 46* Avenue,

Denver, CO 80239

Facsimile: 
Electronic mail:
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EXHIBIT A
TO AMENDED AND RESTATED 

DISTRIBUTION SERVICES AGREEMENT

Intentionally deleted
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EXHIBIT B
TO AMENDED AND RESTATED 

DISTRIBUTION SERVICES AGREEMENT

FUEL COST SURCHAGE

If the cost of fuel, as determined below, exceeds the Base Range, as identified in the chart below, 
a delivery surcharge will be added. This fuel cost surcharge will be calculated monthly and will 
be based on the Energy Information Administration, average Weekly Retail On-Highway Diesel 
fuel price most recently published as of 15^'’ of each month (each, a “Fuel Determination Date”) 
for the national average among all PADD regions. The Web site to access this information 
electronically is as follows:

http://tonto.eia.doe.gov/oog/info/wohdp/diesel.asp

If such publication is no longer published or available, then the parties will mutually 
agree upon an acceptable alternative source.

As fuel prices increase or decrease, the fuel cost surcharge will move according to the 
fuel price bracket, and will take effect on the first Monday of the calendar month following the 
Fuel Determination Date.

Retail On Highway
Diesel Price per Gallon

Fuel Cost 
Surcharge

less than $4.10 (“Base 
Ranee”)

$0.00

$4.10-$4.19 $5.00
$4.20 - $4.29 $6.00
$4.30-$4.39 $7.00
$4.40 - $4.49 $8.00
$4.50 - $4.59 $9.00
$4.60 - $4.69 $10.00

Above $4.69 per gallon: per delivery surcharge of $10.00 + $1.00 for each $0.10 increment or 
portion thereof that diesel cost is above $4.69 per gallon
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EXHIBIT C
TO AMENDED AND RESTATED 

DISTRIBUTION SERVICES AGREEMENT

Critical Products

ALL AMERICAN SEASONINGS 
WOLVERINE PACKING CO 

PASSPORT FOOD GROUP, LLC 
CERTARE/TRIDENT 

SHRIMP P&D RAW IQF 71/90 T/OFF 
SAUSAGE POLISH W/JALEPENO 5/1
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EXHIBIT D
TO AMENDED AND RESTATED 

DISTRIBUTION SERVICES AGREEMENT

Form of Franchisee Acceptance Agreement

FRANCHISEE ACCEPTANCE AGREEMENT

Franchisee Acceptance Agreement, dated (this “Agreement”), by and between the
undersigned person or owner (“Operator”) which owns or has the right, by contract or law, to purchase 
goods and services for the establishments described on the attached Exhibit A (the “Subject Locations”) 
and Sysco ,(the “Operating Company”) on behalf of Sysco Corporation and certain 
of its operating subsidiaries and affiliated companies (individually, an “Operating Company” and 
collectively, “Operating Companies”), which together with Sysco Corporation, are referred to collectively 
as “Sysco”.

Recitals

A. Operator is a franchisee or licensee of HuHot Mongolian Grills, EEC (the 
Organization!’).

‘Master

B. Sysco and the Master Organization have entered into an Amended and Restated Distribution 
Services Agreement (the “PSA”).

C. The DSA contemplates that Sysco provide distribution services to the Master Organization 
and its franchisees at locations it operates under pricing established by the Master Organization under the 
DSA and the terms and conditions provided herein, including specific delivery terms and other 
circumstances relating to requirements of Operator specific to the Subject Locations as may be agreed by 
Operator and Sysco (the “Location Specific Terms”).

D. Sysco, as a condition to providing distribution services to the Subject Locations, requires that 
Operator execute this Agreement, evideneing Operator’s agreement to the terms and conditions set forth 
in this Agreement, including any Location Specific Terms.

E. Operator and the Master Organization have entered into an agreement (the “Operator 
Agreemenf’) governing the terms under which Operator may purchase products through the Master 
Organization (“Products”) consisting of manufacturer and distributor label Product as well as Product 
bearing the logo, trademarks or trade dress of Master Organization or which are otherwise exclusively 
available through the Master Organization (“Proprietary Products”).

Therefore, in consideration of the recitals above and the mutual covenants in this Agreement, the 
sufficiency of which is acknowledged. Operator and Sysco agree as follows:

1. Binding Nature of Agreement. By his/her/its signature below, Operator specifically 
acknowledges and agrees: (A) that the distribution services Sysco provides to the Subject Locations are 
provided subject to Sysco’s obligations to the Master Organization under the DSA, as the same may be
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modified, extended, and/or restated pursuant to its terms and/or upon agreement from time to time by and 
between Sysco and the Master Organization, and further subject to the Location Specific Terms; (B) that 
Sysco’s ability to sell Operator Proprietary Products is subject to Master Organization’s rights to direct 
Sysco to cease further distribution of Proprietary Products to Operator; (C) that Operator’s ability to 
participate in the purchasing program negotiated by Master Organization, which may involve certain 
contracted pricing with suppliers, as set forth in the DSA, is subject to Master Organization’s right to 
direct Sysco to cease further distribution to Operator under the terms of the DSA; (D) if Operator is a 
franchisee of Master Organization, that Operator’s ability to operate an establishment utilizing Master 
Organization’s trademarked concept is subject to Operator’s compliance with the Operator Agreement 
with the Master Organization.

2. Definition of Cost; Pricing and Earned Income. Operator agrees that, unless otherwise 
specified in the Location Specific Terms, the cost that shall be utilized in determining the sell price of 
Products distributed to the Subject Locations shall be as follows unless modified by agreement of the 
Master Organization and Sysco:

“The price to Customer for all Products sold under this Agreement (the “Sell Price”) will be 
calculated on the basis of Cost. Except for contract pricing extended to Sysco by a supplier for 
purchases by Customer, “Cost” is defined as the cost of the Product as shown on the invoice to 
the delivering Operating Company or, if there is an open purchase order issued by the delivering 
Operating Company for customary quantities of such Product and such Product is due to be 
received by such Operating Company prior to the first day of the pricing period for which the 
Cost and resulting Sell Price is being determined (“Eligible Open Purchase Order”L the price of 
the Product as set forth in such Eligible Open Purchase Order, plus, if the price on such invoice or 
Eligible Purchase Order, as the case may be, is not a delivered price. Applicable Freight. The 
invoice or Eligible Purchase Order used to determine Cost will be the invoice issued to the 
delivering Operating Company from, or the Eligible Purchase Order issued from the delivering 
Operating Company to, the supplier,. including without limitation, Sysco’s merchandising 
services affiliate, currently, Sysco Merchandising and Supply Chain Services, Inc. and its 
successors (collectively, “SMS”), as well as any other Sysco affiliate. Cost is not reduced by 
cash discounts for prompt payment available to Sysco, SMS or the Operating Companies. 
Notwithstanding this definition, the price to Customer for certain products such as soft drink and 
cleaning chemical products (as specified by Sysco) shall be determined by the supplier of such 
products. Further, the Master Organization, from time to time, may negotiate prices with 
suppliers of Products that, subject to the terms of the DSA, Operating Company shall utilize in 
lieu of “Cosf’ and some categories of Products may be subject to market pricing, as identified in 
the DSA.”

‘“Applicable Freight’ means a per-case freight charge for delivering products to the delivering 
Operating Company. Applicable Freight charges may include: (i) common or contract carrier 
charges by the Product supplier or a third party; (ii) common or carrier charges billed by Sysco's 
freight management service (“FMS”L for third party carriage arranged by FMS; (iii) charges 
billed by FMS for shipments back hauled on trucks owned or leased by Sysco or its affiliates; and 
(iv) charges such as fuel surcharges, cross-dock charges, unloading and restacking charges, 
container charges, airfreight charges and other similar charges not included in the supplier’s 
invoice cost that are required to bring Product into the delivering Operating Company’s 
warehouse. Applicable Freight for any Product will not exceed (i) the Supplier’s normal freight 
charge to the receiving Operating Company to ship normal quantity requirements of such Product 
(including a freight charge that is part of a delivered price) or (ii) if the Supplier does not provide 
freight service, the rate normally payable by the Operating Company for inbound shipments of a 
similar quantity of Product.”
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Operator recognizes and agrees that Sysco shall be entitled to compensation for performance of 
merchandising or other services to or for the benefit of suppliers as more specifically set forth below and 
that such compensation is not deducted from or otherwise offset against the Cost utilized in determining 
the Sell Price of Products:

“Sysco Corporation and its affiliates, including SMS, perform value-added services beyond those 
typically provided by other distribution companies in the foodservice industry. These services 
include, but are not limited to, (i) supply chain services such as consolidation of Operating 
Company purchases from suppliers, management of supplier ordering processes, consolidation of 
payments by Operating Companies to suppliers, processing claims by Operating Companies for 
Product loss and shortages, advanced inventory management, freight consolidation and 
management and other services associated with management of the total supply chain, (ii) quality 
assurance and (iii) regional and national marketing and performance-based product marketing. 
To bring these supply chain efficiencies to our customers requires Sysco and its affiliates, 
including SMS, to accept responsibility for management of certain business functions and 
expenses once borne by the supplier. There are also instances where Sysco and its affiliates, 
including SMS, incur additional costs in order to generate savings when considering the entirety 
of the supply chain which is the case with activities such as redistribution, freight consolidation, 
and cross docking. Therefore, Sysco and its affiliates, including SMS, may recover the costs of 
providing these services, may be compensated for these services and may retain any savings they 
may receive throughout the supply chain by utilizing their expertise, resources and capital, much 
of which is used to offset expenses already incurred. Sysco considers such cost recovery, 
compensation and retained savings to be earned income. Receipt of such cost recovery and 
earned income does not reduce Cost and does not diminish the commitment of Sysco and its 
affiliates, including SMS, to provide competitive prices to their customers.”

3. Pricing. Delivery and Credit Terms. Unless otherwise set forth in the Location Specific 
Terms, the pricing of Products to be provided under this Agreement for the Subject Locations shall be 
established by the Master Organization or its Designee (as defined below), pursuant to the DSA. In 
addition, delivery frequencies, credit terms and other supplemental and/or modified terms applicable to 
the Subject Locations are set forth in the credit application executed by Operator and provided to the 
delivering Operating Company (the “Credit Application”') or in the Location Specific Terms. Operator 
recognizes and agrees that the DSA provides for the modification of pricing terms if certain distribution 
criteria, as referenced in the DSA, are not achieved, and agrees to be bound by any adjustments in the 
pricing terms permitted under the DSA and/or negotiated and agreed to by the Master Organization and/or 
any third party that it has designated or authorized to do so, either expressly or pursuant to the terms of 
the DSA (the “Designee”!.

4. Financial Reports. The continuing creditworthiness of Operator is of central importance to 
Sysco. In order to enable Sysco to monitor Operator’s financial condition, Operator will, if requested by 
Sysco, provide quarterly, annual or other financial statements (audited, if available) to Sysco consisting of 
an income statement, balance sheet, statement of cash flow and, if available, auditor’s opinion and 
supporting discussion notes. Sysco may request and Operator shall provide such further financial 
information from time to time, sufficient, in Sysco’s judgment, to enable Sysco to accurately assess 
Operator’s financial condition.
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5. Termination.

(a) This Agreement shall remain in full force and effect until the expiration or earlier 
termination of the DSA, unless this Agreement and Sysco’s obligation to provide distribution services 
hereunder to the Subject Locations earlier is terminated:

(i) By Sysco, for convenience purposes, at any time after the Initial Term of the 
DSA (as defined therein), upon not less than ninety (90) days prior written notice 
to Operator;

(ii) upon the direction of the Master Organization;

(iii) By either party upon the termination of the Operator Agreement;

(iv) By either party upon (60) sixty days written notice to the other party for failure of
the other party to comply with any material provision of this Agreement and the breaching party 
fails to cure such breach within such sixty (60) day cure period;

(v) By Sysco if Sysco has reasonable grounds for insecurity as to Operator’s
continued payment and performance, which shall specify the grounds for such determination,
unless, within such seven (7) day period. Operator provides adequate assurances to Distributor of 
its continued payment and performance ability;

(vi) By either party immediately upon the occurrence of the following with respect to 
the other party: insolvency, cessation of business or operating as a going concern, assignment or 
attempted assignment of assets for the benefit of creditors or similar acts, bankruptcy, or 
institution of similar proceedings of, by or against the other party, or dissolution or liquidation of 
the other party, unless, in the case of the foregoing events affecting the Operating Company, its 
obligations hereunder are assumed by an affiliated Operating Company or its parent company, 
provided that, in each case, the assuming entity is not subject to any of the foregoing 
circumstances.

(b) If Operator fails to pay for any Products delivered to any Subject Locations within the 
approved payment terms established pursuant to the Credit Applieation or this Agreement, Sysco may, 
following five (5) days written notice, withhold any future deliveries of Products to the Subject Locations 
until Sysco receives payment in full of the Sell Price with respect to such Products and any finance or late 
charges permitted under the Credit Application or this Agreement. In addition, if Operator fails to timely 
pay for Products delivered to any of the Subject Locations or in the event of any of the circumstances 
described in clause (v) above with respect to Operator (excepting the notice provisions contained therein), 
Sysco shall be entitled, immediately upon notice to Operator, to condition future deliveries of Products to 
the Subject Locations upon more stringent credit and/or payment terms, such as, without limitation, 
shortened payment periods, cash on delivery, cash in advance, the receipt of satisfactory letters of credit 
and/or third party guaranties that guarantee payment to Sysco for such Products, and/or the pledging of 
collateral to secure such payments.

6. Release. Operator agrees that Sysco’s ability to perform distribution services for
Operator under this Agreement is expressly contingent upon the Master Organization’s and/or its 
Designee’s approval for Sysco to do so. Accordingly, Operator hereby releases Sysco, it affiliates, and 
each of their respective officers, employees, and directors from any and all losses, damages, or claims 
(“Claims”) that Operator may have or suffer as a result of (i) Sysco’s discontinuance of services to 
Operator as a result of express instructions from the Master Organization to cease such services or the 
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termination of the DSA and (ii) Sysco’s sharing of information with the Master Organization and/or its 
Designee concerning purchases by Operator, including, without limitation. Operator’s payment histories, 
and other similar matters relating to Operator’s membership in, or status as a franchisee of, the Master 
Organization or performance under this Agreement. Operator further releases Sysco from any Claims 
arising from Sysco’s payment of allowances or other compensation to Master Organization and/or its 
Designee, based, in whole or in part, upon sales of Product to Operator.

7. Confidentiality. Operator agrees to keep all terms of this Agreement and related
financial information (“Protected Information”) confidential, will use Protected Information solely to 
enable it to perform its obligations hereunder, and will not disclose any Protected Information concerning 
this Agreement to any person or entity without the prior express written consent of Sysco; provided, 
however, that Protected Information may be provided (i) by Operator to those of its employees who need 
such information to enable Operator to perform its obligations hereunder, (ii) by Operator to its auditors, 
consultants and advisors who agree to keep such information confidential or are otherwise bound to 
restrictions on disclosure, (iii) by Operator to Master Organization, and (iv) by Operator to any 
prospective purchasers of all or part of its business, provided that such prospective purchasers have 
executed and delivered a confidentiality agreement in form and substance approved by Sysco, which 
approval shall not unreasonably be withheld or delayed. Protected Information shall not include 
information which (x) is now or hereafter becomes part of the public domain or (y) was received by 
Operator from a third party under no obligation of confidentiality to Sysco. In the event that such 
disclosure is required by applicable law, regulation or court order. Operator agrees if reasonably 
practicable, to refrain from such disclosure until such time as Sysco has received written notice with 
regard to any required disclosure and Sysco has had a reasonable opportunity to contest the basis for 
disclosure and review the content of any disclosure proposed to be made to any person or entity.

8. Waiver of Jury Trial. Operator affirmatively waives its right to jury trial with respect to 
any disputes, claims or controversies of any kind whatsoever under this Agreement or the DSA.

Effective as of the date first above written.

OPERATOR

By:
Name:
Title:

SYSCO

By:
Name:
Title:
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EXHIBIT E
TO AMENDED AND RESTATED 

DISTRIBUTION SERVICES AGREEMENT

Average Delivery Size Adjustment

Following the completion of each KPl Adjustment Period (as such term is defined in Section 
9.8.3 of the Agreement), SpenDifference and DISTRIBUTOR will review the average delivery 
size for all deliveries made to all Units during the same measurement period. If the average 
delivery size is above or below the Base Range indicated in the table below, the Sysco Fee for all 
Units shall be increased or decreased, as applicable, by the Sysco Fee adjustment amount that 
corresponds to the applicable average delivery size tier set forth in the table below, such 
adjustment to be effective for the contract year (November 1 - October 31) immediately 
following the applicable KPl Adjustment Period reviewed. Only sales of Products to Units that 
DISTRIBUTOR has serviced for at least six (6) months during the applicable KPl Measurement 
Period will be included within the calculation of average delivery size.

Average Delivery Size
Sysco Fee 

Adjustment

$4,801.00 or greater
-.15 percentage 

points

$4,301.00 - $4,800.99
-.10 percentage 

points

$3,380:b0-$4;306.99 

("Base Range") No adjustment

$3,300.00-$3,799.99
+.60 percentage 

points

$2,800.00-$3,299.99
+1.20 percentage 

points
Less than $2,800.00 To Be Discussed

If the Average Delivery Size is less than $2,800.00, the Sysco Fee shall be increased by an 
amount to be mutually agreed upon between SpenDifference, Customer, and DISTRIBUTOR, 
but not less than 3.90 percentage points.
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EXHIBIT F
TO AMENDED AND RESTATED 

DISTRIBUTION SERVICES AGREEMENT

Other Adjustments, Sureharges, and Incentives

Small Order Surcharge

All deliveries of less than $1,900.00 to any Unit will be subject a small order delivery surcharge 
in accordance with the following chart:

Delivery Size

$900.00 or less ’ 
$900.00 to $1,099.99 
$1,100.00 to $1,299.99 
$1,300.00 to $1,499.99 
$1,500.00 to $1,699.99 
$1,700.00 to $1,899.99

Small Order Delivery Surcharge

$175.00 
$150.00 
$125.00 
$100.00 
$ 75.00 
$ 50.00

Notwithstanding the foregoing, the Units operating under the NuHu Express Mongolian Grill 
concept, as well as Hot Grills Unit (store #17) located at 2720 Council Tree Ave., Fort Collins, 
CO, HuHot Kalispell and HuHot Missoula will not be assessed a small order surcharge for 
deliveries of $900 or greater.

Delivery Allowance

The Sysco Companies will offer an individual delivery size incentive allowance (the “Individual 
Delivery Incentive”) as provided in the schedule below. The Individual Delivery Incentive will 
be based on each individual Unit delivery and will be shown as a single line item entry on the 
face of the invoice related to such delivery. The dollar amount of the Individual Delivery 
Incentive will equal the specified allowance per case, multiplied by the total number of cases of 
Products contained in such delivery other than Controlled Price Products. Controlled Price 
Products will, however, be included in determining the size of the delivery. Customer or a 
Franchisee, as applicable, shall not be eligible to receive or take the Individual Delivery 
Incentive unless it pays the invoice containing such allowance in accordance with the payment 
terms specified in or determined in accordance with Section 13.4 (“Payment Terms”). The 
Sysco Companies will periodically review payment history of Customer and each Franchisee to 
determine whether Customer or the Franchisee, as applicable, was eligible to receive this 
allowance. If the Sysco Company determines that the allowance was taken but Customer or the 
Franchisee, as applicable, was not eligible to receive same, the Sysco Company reserves the right 
to reverse or offset any allowances so taken in the manner it deems appropriate and/or modify or 
suspend this allowance with regard to such Customer or Franchisee until such Customer or 
Franchisee demonstrates compliance with its Payment Terms to the satisfaction of the Sysco 
Company.
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Delivery Size

Non-Electronic Order

. Allowance per Case
180 to 199 cases $0.02
200 to 219 cases $0.03
220 to 239 cases $0.04

240 cases or more $0.06

Any order made by a Unit in a manner other than via eSysco or other mutually approved 
electronic ordering system will be subject to a Non-Electronic Order fee of $15.00 per order.

Extended Payment Terms Sureharge

Provided that Customer or the applicable Franchisee remains sufficiently creditworthy, as 
reasonably determined by the servicing Sysco Company, for the following extended payment 
terms set forth below. Customer or such Franchisee will be offered such extended payment 
terms, subject to the following increases in the Sysco Fee:

For Net 21 Day Payment Terms - under which payment must be received by the Sysco Company 
within 21 days of the invoice date - the Sysco Fee will be increased by 0.1 percentage point.

For Net 28 Day Payment Terms - under which payment must be received by the Sysco Company 
within 28 days of the invoice date - the Sysco Fee will be increased by 0.2 percentage points.

For payment terms other than those set forth above, the delivering Operating Company will 
establish the amount of the increase in the Sysco Fee.

Prompt Payment Terms Incentive

Provided that Customer or the applicable Franchisee remains sufficiently creditworthy, as 
reasonably determined by the servicing Sysco Company, for the standard payment terms set forth 
in the Schedule, Customer or such Franchisee will be offered a prompt payment term incentive 
equal to a percentage of total Sell Prices on invoices where payment is received within the 
number of days following the invoice date during each quarter, as set forth below. The prompt 
payment term incentive will be paid to the Customer or the Franchisee, as the case may be, 
within thirty (30) days following the quarter for which the incentive is payable.

For Net 3 to 7 Day ACH Payments - under which payment in full via ACH must be received 
into the Sysco Company’s designated account within 7 days of the invoice date, or payment in 
full via the Unit’s credit card, with charge authorization received by the Sysco Company within 7 
days of the invoice date - an allowance of 0.10% of the total Sell Prices of all Products paid for 
in the applicable invoice, other than Controlled Price Products.

For Net 1 to 2 Day Payments - under which payment in full via ACH must be received into the 
Sysco Company’s designated account within 2 days of the invoice date, or payment in full via
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Unit’s credit card, with charge authorization received hy the Sysco Company within 2 days of 
the invoice date - an allowance of 0.20% of total Sell Prices of all Products paid for in the 
applicable invoice, other than Controlled Price Products.
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1.

COCA-COLA FOODSERVICE 
BEVERAGE MARKETING AGREEMENT 

HuHot Mongolian Grill Franchisee Participation Agreement 
September 19, 2012

SCOPE OF MARKETING AGREEMENT
The parties to the Beverage Marketing Agreement (the "Agreement") are the franchisee identified on the signature page 
(“Franchisee”) and Coca-Cola Foodservice ("CCF"), part of The Coca-Cola Company (“Company"). HuHot Mongolian 
Grills, LLC is referred to as “Franchisor” or “Corporate.” The Agreement will apply to all HuHot Mongolian Grill outlets 
where Beverages are served that are owned or operated by Franchisee, or has the same ownership group as Franchisee, 
including (a) any HuHot Mongolian Grill outlets that are opened after the Agreement is signed, (b) any HuHot Mongolian 
Grill outlets that are co-branded, and (c) any HuHot Mongolian Grill outlets acquired during the Term of the Agreement, 
unless those outlets are already governed by an agreement with Company and that agreement is validly assigned to 
Franchisee or its subsidiaries as part of the acquisition. If the acquired outlets are under a pre-existing agreement with a 
competitive beverage supplier, the acquired outlets will come under this Agreement after the competitive agreement is 
terminated or expires.
The Agreement will not apply to any outlets outside the fifty United States. All outlets to which the Agreement applies are 
referred to as "Covered Outlets." All outlets owned or operated by Franchisor are referred to as "Corporate Outlets." 
Outlets owned by Franchisee and other authorized franchisees of Franchisor that are participating in CCF’s program are 
referred to as "Participating Franchised Outlets.” Participating Franchised Outlets and Corporate Outlets are together 
referred to as “Participating System” or “Participating System Outlets.” The programs described in this Agreement are 
the only programs in which the Participating System Outlets may participate during the Term.
2. TERM
The Agreement will become effective when signed by both parties. If Franchisee signs this Agreement and returns it to 
CCF on or before October, 31,2012, the Term shall begin as of August 1, 2012; otherwise, the Term shall begin as of the 
first day of the month in which it is signed by Franchisee. The Term will continue until the Participating System Outlets 
have purchased the volume commitment of Company's Fountain Syrups. When used in the Agreement, the term "Year" 
means each consecutive twelve-month period during the Term, beginning with the first day of the Term and any remaining 
period of time between the last full twelve-month period and the end of the Term. The beverage marketing agreement’s 
term between Corporate and CCF began on August 1, 2012 (the “Corporate Agreement”); therefore, “Year One” as 
referenced in this Agreement, refers to the time period between August 1, 2012 to July 31, 2013.
3. ENTIRE AGREEMENT

This Agreement also consists of: Exhibits A-1 through A-2 Program Terms and Conditions; Exhibit B Definitions; 
Exhibit C Standard Terms and Conditions; Exhibit D Equipment Lease Terms; Exhibit E Equipment Sale Agreement; 
and Schedule A Coca-Cola Freestyle® Terms. As of the beginning of the Term, this Agreement will supersede all prior 
agreements between the parties relating to the subject matter of this Agreement. No supplement, modification, or 
amendment of this Agreement shall be binding unless executed in writing by authorized representatives of both parties.

THIS AGREEMENT SHALL NOT BE EFFECTIVE UNTIL SIGNED BY FRANCHISEE AND AN AUTHORIZED 
REPRESENTATIVE OF COMPANY.
Accepted and agreed to this__ day of
20___

Accepted and agreed to this___day of
20

COCA-COLA FOODSERVICE

(signature)
Tony Ferlauto
Vice President of Sales, Central Zone - Midwest

#335948

FRANCHISEE:________________________
(Please print clearly legal name of ownership)

By:__________________________________
(signature)

Name:_______________________________
Title:________________________________
Address:_________________________

ACN:

Franchisee initials
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EXHIBIT A-1
FOUNTAIN PROGRAM TERMS AND CONDITIONS 

1. EXCLUSIVITY, AVAILABILITY AND NO COMPETITIVE ADVERTISING 

a. Fountain

Each Covered Outlet will serve a core brand set of Fountain Beverages. That brand set will consist of; (i) 
Coca-Cola®, Diet Coke®, Sprite® and, on equipment with eight (8) valves or more, Coke Zero™ (with the 
remaining products being jointly selected by Franchisee and Company) on traditional fountain dispensers (“Legacy 
Dispensers”); and (ii) the then current standard Freestyle brand set on Coca-Cola Freestyle® dispensers 
(“Freestyle Dispensers”). All Fountain Beverages served in the Covered Outlets will be Company's Beverages, 
with the exception of regular Dr Pepper® brand on one valve per Legacy Dispenser in each Covered Outlet (a 
“Permitted Exception”). However, each Covered Outlet may serve both Dr Pepper® brand and Diet Dr Pepper® 
brands on Freestyle Dispensers so long as Company has the right to dispense these brands from Freestyle 
Dispensers.

Furthermore, Company’s Tea Beverages will be the only Tea Beverages served in the Covered Outlets.

In addition, Franchisee may not dedicate any valve on a Legacy Dispenser leased from Company to dispense tap 
water.

b. Bottle/Can and Other Forms

The Covered Outlets will not to serve Competitive Beverages in bottles, cans, cups or other packaging or form.

c. No Competitive Advertising

With the exception of the Permitted Exception, no Competitive Beverages will be depicted, advertised, promoted, or 
merchandised anywhere in or in association with the Covered Outlets, except for special events in which a 
Competitive Beverage supplier may be a sponsor or for special requests by consumers who may request 
Competitive Beverages for a conference or meeting.

2. NATIONAL CHAIN ACCOUNT PRICE

Company agrees that during the Term, Franchisee will have the right to purchase Fountain Syrups, including Tea 
Syrups, from Company at Company’s then-current published chain account prices, which prices are subject to 
change from time to time (except as stated in Schedule A).

3. MARKETING PROGRAM

a. Auditing and Scope

In consideration of the Beverage Availability rights granted to Company above, the marketing programs outlined 
below will be provided to assist Franchisee in maximizing the sale of Company’s Fountain Beverages and Tea 
Beverages in the Covered Outlets. Franchisee agrees that Company will have the right to audit compliance with 
the performance criteria outlined herein at all reasonable times and places.

b. New Outlet Fund

Company will provide funding of $2,000 for each new Covered Outlet that is opened during the Term. The purpose 
of the fund is to offset costs associated with the opening of a new Covered Outlet. Funding will be paid to 
Franchisee as each new Covered Outlet is opened.

Franchisee initials
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c. Freestyle Acceleration Fund

During Year One only, Company will provide funding of $2,000 for each Covered Outlet that converts from Legacy 
Dispensers to Freestyle Dispensers. The purpose of the fund is to offset costs associated with the conversion to 
Freestyle Dispensers. Funding will be paid to Franchisee as it converts to Freestyle Dispensers during Year One 
only.

d. BIB Conversion Fund

The amount of the fund is determined by multiplying $2.00 by documented volume of competitive BIB Fountain 
Syrup purchased in gallons by the Covered Outlets in the twelve months preceding initial conversion. Funding will 
be paid to Franchisee on behalf of its Covered Outlets following execution of this Agreement with CCF.

e. Marketing Support Funds

Funding is earned at the rate of (i) $3.75 for each gallon of BIB Fountain Syrup the Covered Outlets purchase 
where Legacy Equipment is installed if the Covered Outlets serve Company brands exclusively or (ii) $3.50 for 
each gallon of BIB Fountain Syrup the Covered Outlets purchase where Legacy Equipment is installed if the 
Covered Outlets serve a Permitted' Exception. To qualify for funding, Franchisee must comply with all of the 
following performance criteria and all other obligations under this Agreement;

Implement and maintain a drinking vessel size as suggested by Company and agreed to by the 
parties, but no fewer than 20 oz., in each Covered Outlet.

Prominently display approved renditions of Company’s trademarks on all menus.

Include approved renditions of Company’s brands, trademarks and/or logos on the following: table 
tents, chalk board/ dry erase lobby stand.

Execute annually a minimum of three (3) promotional programs featuring Company’s Fountain 
Beverages as agreed upon by the parties.

Provide regular access to Beverage sales data.

Perform those additional Fountain Beverage promotional activities that the parties mutually agree 
upon.

Funding will be paid to Franchisee on behalf of its Covered Outlets, within sixty (60) days following the period in 
which it is earned.

4. EQUIPMENT AND SERVICE PROGRAMS

a. Legacy Dispensers and Freestyle Dispensers

Franchisee will have the choice of using either Legacy Dispensers or Freestyle Dispensers in each Covered Outlet 
(but both cannot be used in a Covered Outlet). The terms for each dispenser are set forth below. If Franchisee 
decides to use a Freestyle Dispenser for any Covered Outlet then purchases of Freestyle components, mixes and 
flavors mixes (which are at a much higher concentration level than BIB) will be converted into equivalent BIB 
gallons and (I) purchases of components, mixes and flavors will be eligible for the funding paid and earn outs on the 
purchases of BIB as set forth above and (ii) purchases of components and mixes will count towards the Volume 
Commitment. If Franchisee decides to switch from a Legacy Dispenser to a Freestyle Dispenser, or vice versa, 
then Franchisee will be responsible for the lease termination costs set forth in Section 1 of Exhibit D., with the 
exception of the conversion of existing Legacy Dispensers installed in the Covered Outlets to Freestyle Dispensers 
following the execution of this Agreement.

Franchisee initials
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b. Legacy Dispensers 

i. Equipment

Company will lease without charge to Franchisee for each Covered Outlet an equipment package consisting of the 
following (or its equivalent): (i) one 8-valve ice combo dispenser; (ii) one variety Tea tower for those Covered 
Outlets serving Gold Peak or other Company approved BIB Tea; and any ancillary equipment necessary to enable 
Franchisee to dispense a quality BIB Fountain Beverage in the Covered Outlets. No ice makers or water filters will 
be provided. In any state where a lease without charge is not permitted (e.g., Wisconsin) or Franchisee elects to 
lease additional equipment, such equipment will be leased to Franchisee at an annual lease rate calculated by 
multiplying the total installed cost of the additional equipment by the then-current lease factor. The lease factor 
currently in effect for equipment is 0.24. Should the lease factor change during the Term, any equipment installed 
after the change goes into effect will be subject to the new lease factor. Lease charges, if any, will be deducted 
from earned funding. Charges in excess of earned funding will be invoiced. All equipment provided by Company 
will at all times remain the property of Company and is subject to the terms and conditions of Company's standard 
lease agreement (“Lease”). The Lease terms are attached as Exhibit D and are a part of the Agreement.

ii. Service for Legacy Equipment

Franchisee may use Company's Service Network without charge for up to three (3) regular mechanical repair calls 
for Fountain Beverage and Tea Beverage dispensing equipment per Year for each Covered Outlet. These calls are 
calculated sequentially on a per outlet basis and may be aggregated. Parts required for these regular mechanical 
repair calls will also be provided without charge. Any removal, remodel, relocation or reinstallation of dispensing 
equipment, installation or removal of ice makers, service caused by ice, flavor changes, summerize/winterize, line 
changes, or service necessitated by damage or adjustments to the equipment resulting from misuse, abuse, failure 
to follow operating instructions or service by unauthorized personnel, unnecessary calls (equipment was not 
plugged in, C02 or Fountain Syrup container was empty), or calls that are not the result of mechanical failure 
(collectively “Special Service Calls”), are not considered regular service and will not be provided free of charge. 
Charges for Special Service Calls or for regular mechanical repair calls in excess of those available without charge 
under this program will be charged at Company's then current rate, and will be deducted from earned funding. 
Charges will include labor, travel time, parts, and administrative costs. Charges in excess of earned funding will be 
invoiced.

c. Freestyle Dispensers

The terms for Freestyle Dispensers and related products and services are more set forth in Schedule A.

Franchisee initials
Classified - Confidential



Page 5

EXHIBIT A-2
GOLD PEAK® FRESH-BREWED TEA PROGRAM TERMS AND CONDITIONS

1. TEA BEVERAGE EXCLUSIVITY

The only Tea Beverages sold, served, or sampled at the Covered Outlets \n\W be Company’s Tea Beverages.

2. TEA BEVERAGE MARKETING PROGRAM

To qualify for the Tea Marketing Funding set forth in section 4 below, Franchisee and each Covered Outlet must 
comply with all the following performance criteria and all other obligations under this Agreement;

• Implement and maintain a vessel size as suggested by Company and agreed to by the parties, but 
no fewer than 20 oz.

• Prominently display approved renditions of Company’s Tea Beverage trademarks on all menus.

• Implement a permanent free refill program featuring Company’s Tea Beverages.

• Include approved renditions of Company’s Tea brands, trademarks and/or logos on the following; 
table tents, glass/tumbler, chalk board/ dry erase lobby stand.

• Execute annually a minimum of three (3) promotional programs featuring Company’s Tea 
Beverages as agreed upon by the parties.

3. TEA PRICING AND MARKETING FUNDING 

National Chain Account Price

Company agrees that during the Term, Franchisee will have the right to purchase Tea from Company at 
Company’s then-current published chain account prices, which prices are subject to change from time to 
time. The current national chain account prices for Company’s Tea products are set forth in column C 
of the chart below. Prices are quoted “FOB plant” and therefore do not include distributor mark-up, 
freight and delivery fees, or platform upcharges that may be a component of freight.

Tea Marketing Funding

The amount of available funding is shown in column D of the chart below and will be paid on each 
physical case of Company Teas that Franchisee purchases. Funding will be paid semi-annually to 
Franchisee on behalf of its .Covered Outlets, following the period in which it is earned.

Pricing For Gold Peak® Fresh Brewed Iced Tea
(Subject to change)

A/'':t

SKU Item

. 'vC,-'-*
Initial List 

Price 
Effective 
Date as of
January 1, 

2012

Funding per physjcal case

0765 1076 Gold Peak Black Tea (32/2.75-ounce packets 
per case)

$38.00 $12.00

0765 1076 Gold Peak Black Tea (96/2.75-ounce packets 
per case)

$97.36 $12.00

Franchisee initials
Classified - Confidential



Page 6

4. TEA EQUIPMENT PROGRAM 

Turnkey Program

Company will provide to Franchisee Tea Equipment consisting of one (1) BUNN TB3Q brewer, two (2) 
urns, and wraps, delivery and installation. Upon installation, ownership of the Equipment will transfer to 
Eranchisee according to the Terms and Conditions of the attached Exhibit “E”, “Coca-Cola Equipment 
Sale Agreement.” This Equipment is provided in return for Franchisee’s commitment to serve 
Company’s Tea Beverages in the Covered Outlets throughout the Term.

5. SERVICE PROGRAM 

Tea Service

Tea Service is described fully in Section 5b(ii) of Exhibit “A-1”.

Franchisee initials
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EXHIBIT B 
DEFINITIONS

Certain capitalized words or phrases are used throughout this document. Such words or phrases have the
following meanings:

1. "Beverage" means all soft drinks and other non-alcoholic beverages.

2. “Competitive Beverages” means all Beverages that are not Company Beverages, and any products, 
whether or not Beverages, marketed under Beverage trademarks that are not Company Marks (e.g., 
“Gatorade Energy Bars”).

3. "Fountain Beverages" are those Beverages that are dispensed from post-mix or pre-mix (but not 
frozen) beverage dispensers, bubblers, or similar equipment.

4. “Fountain Syrup" means the Fountain Beverage syrup used to prepare Fountain Beverages, but does 
not include other forms of concentrate, such as frozen concentrates used to prepare juices, or liquid 
coffee concentrate.

5. “Tea” means the post-mix tea, tea leaves or tea powder used to make Tea Beverages.

6. “Tea Beverages” means iced and hot teas that are freshly brewed or dispensed from post-mix, pre-mix 
Tea brewers, dispensers, bubblers, or similar equipment.

7. “Tea Syrups” means Teas in BIB that are dispensed from post-mix dispensers.

Franchisee initials
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EXHIBIT C
STANDARD TERMS AND CONDITIONS

1. TERMINATION AND DAMAGES

Once both parties sign the Agreement, it may be terminated before the 
scheduled expiration date only in the following circumstances: (I) Either 
party may terminate the Agreement if the other party fails to comply with a 
material term or condition ot the Agreement and does not remedy the 
failure within ninety (90) days after receiving written notice specifying the 
non-compliance; or (ii) Company may terminate the Agreement if, at any 
time during the term or over the course of the Term, there is a transfer or 
closing of a substantial number of the Covered Outlets or a transfer of a 
substantial portion of the assets of Franchisee that is not in the ordinary 
course of business.

Upon expiration or termination. Franchisee must return any dispensing 
equipment owned by Company and the marketing program will no longer 
be made available to Franchisee, In addition, if any piece of equipment is 
removed from a Covered Outlet prior to 100 months from the installation 
date for that piece of equipment, Franchisee will pay Company the actual 
cost of removal (including standard shipping and handling charges) and 
remanufacturing of the Equipment, as well as the unamortized portion of 
the costs of (i) installation and (ii) non-serialized parts (e.g., pumps, racks 
and regulators) and other ancillary equipment. Collectivery, removal costs 
and items (i) and (ii) are referred to as "unbundling costs." Upon 
termination, Franchisee must also pay the following amounts: (a) All paid 
but unearned funding; plus (b) Interest at the rate of 1%, compounded 
monthly, or such lesser percentage as required by law, accrued from the 
date funds were paid or unbundling costs were incurred through the date 
of repayment.

The parties acknowledge that in addition to the liquidated damages 
outlined above, either party may pursue other remedies or damages if the 
other party breaches the terms of the Agreement. Nothing herein shali be 
construed as a waiver of any right of Company to prove consequential 
damages as a result of a breach by Franchisee including, but not limited 
to, lost profits, and other damages allowable.

2. GOVERNING LAW/ DISPUTE RESOLUTION

This Agreement shall at all times be governed by the laws of the State of 
Georgia. Should there be a dispute between Company and Franchisee 
relating in any way to the Agreement, the breach of the Agreement, or the 
business relationship of the parties, the parties agree that they will make a 
good faith effort to settle the dispute in an amicable manner. In the event 
of any dispute arising out of or relating to this Agreement, the prevailing 
party shall be entitled to recover its reasonable attorneys' fees and other 
costs and expenses of litigation. If litigation is pursued, the exclusive 
venue for such litigation shall be in the federal or state courts located in 
Atlanta, GA, and the parties agree to submit to the personal jurisdiction of 
the courts in the State of Georgia.
3. TRANSFERS AND ASSIGNMENTS

If there is a transfer of a substantial number of the Covered Outlets, or a 
transfer of a substantial portion of the assets of Franchisee that is not in 
the ordinary course of business, and Company does not elect to terminate 
the Agreement under the "Termination" section above, then, at 
Company's election. Franchisee shall cause the acquiring, surviving or 
newly created business to assume all of Franchisee's obligations under 
the Agreement with regard to the acquired assets or business. The 
Agreement shall not be otherwise assignable without the express written 
consent of Company. Nothing contained herein shall be construed as a 
waiver of Company's termination rights pursuant to this Agreement.

If Franchisee transfers or closes any Covered Outlets, Franchisee shall 
pay Company the unbundling costs (as defined in the “Termination" 
section above) on equipment in such Covered Outlet installed less than 
100 months prior to the transfer or closure, unless Franchisee causes the 
new owner or operator at the location to assume the lease of the 
equipment on terms acceptable to Company in its reasonable discretion.

4. TRADEMARKS

Neither Franchisee nor Company shall make use of Company's or 
Franchisee’s trademarks or logos (either alone or in conjunction with its or 
another party's trademarks or logos) without the prior written consent of 
that party, and all use of the other party's trademarks shall inure to the 
benefit of trademark owner. For purposes of this Agreement, Company's 
trademarks include trademarks owned, licensed to or controlled by an 
entity in which Company has a fifty percent (50%) or more ownership interest.

5. CONFIDENTIALITY

Neither party shall disclose to any third party without the prior written 
consent of the other party, any information concerning this Agreement or 
the transactions contemplated hereby, except for disclosure (1) to any 
attorneys, accountants and consultants involved in assisting with the 
negotiation and closing of the contemplated transactions, or (2) to 
affiliates of Company including Company’s Bottlers, or (3) to Franchisor, 
or (4) as required by law. A party that makes a permitted disclosure must 
obtain assurances from the party to whom disclosure is made that such 
party will keep confidential the information disclosed. See Schedule A for 
additional confidentiality obligations.

6. OFFSET

If Franchisee owe any amounts to Company under this or any other 
agreement, in addition to any other remedies it may have. Company may 
use funds due Franchisee to offset amounts due to Company under this or 
any other agreement. Excess lease charges, service costs and fair share 
charges, if any, will be deducted from earned funding.

7. FORCE MAJEURE

Either party is excused from performance under this Agreement if such 
nonperformance results from any act of God, strikes, war, terrorism, riots, 
acts of governmental authorities, shortage of raw materials or any other 
cause outside the reasonable control of the nonperforming party.

8. WAIVER

The failure of either party to seek redress for the breach of, or to insist 
upon the strict performance of any term, clause or provision of the 
Agreement, shall not constitute a waiver, unless the waiver is in writing 
and signed by the party waiving performance.

9. WARRANTIES

Franchisee and Company each represent and warrant that they have the 
unrestricted right to enter into this Agreement and to make the 
commitments contained in this Agreement. In addition, each party 
represents that the person whose signature appears on the Agreement 
has the right to execute this Agreement on behalf of the party indicated. 
Franchisee represents and warrants that it complies with all applicable 
laws and regulations and all appropriate practices with respect to food 
safety including the storing, preparation and serving ot food and potability 
of water. Furthermore, Franchisee acknowledges and agrees to comply 
with all equipment manufacturers’ specifications and product dispensing 
and preparation instructions and specifications. Finally, Franchisee 
agrees to comply with Company’s Quality Beverage standards.
10. CONSTRUCTION/ SEVERABILITY

This Agreement and any accompanying documents constitute negotiated 
agreements between the parties, and the fact that one party or its counsel, 
or the other, shall have drafted this Agreement, any document or 
particular provision hereof shall not be considered in the construction or 
interpretation of this Agreement, the documents or any provision hereof. If 
any term or provision of this Agreement is found to be void or contrary to 
law, such term or provision will be deemed severable, but only to the 
extent necessary to bring this Agreement within the requirements of law, 
from the other terms and provisions hereof, and the remainder of this 
Agreement will be given effect as if the parties had not included the 
severed term herein.
11. ADDITIONAL TERMS

Franchisee agrees;
a. Not to transfer or resell any of Company’s products to any 
other entity (other than Franchisee’s own Covered Outlets), or for 
residential or home use;
b. To use Fountain Syrup only to prepare a finished Beverage 
that is dispensed to consumers in cups, glasses or other containers 
designed for reasonably immediate consumption and not for extended 
storage;
c. Not to sell finished Fountain Beverages through a dispenser 
whereby the consumer fills returnable bottles or similar containers;
d. Not to tamper with any seals or labeling on any Company 
products package;
e. Not to repackage or transfer any Company products into other 
containers without Company authorization;
f. Not to refill or reuse any Company products container;
g. To comply with Company’s quality assurance program, which 
is available on request from Company;
h. To notify Company promptly of any quality problem related to 
its products at 1-800-241-2653;
i. To rotate stock to ensure Company products are used before 
their shelf life date.

Franchisee initials:
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SCHEDULE A
COCA-COLA FREESTYLE® TERMS

The Freestyle fountain dispenser combines ingredients (microdosed 
beverage components, beverage mixes and flavors stored in cartridges and 
nutritive and non-nutritive sweeteners stored in bag-in-boxes) to create a 
wide variety of branded fountain beverages. The dispenser and the 
ingredients are collectively referred to as the “Dispensing System."

1. PRICING AND ORDERING OF INGREDIENTS:
a. Franchisee will purchase the ingredients for the Dispensing 
System from Company, at Company’s then-current chain account prices. 
Company’s current pricing is attached as Schedule A-2 and will remain in 
effect through December 31, 2012.
b. Thereafter, Company agrees that the pricing for the ingredients 
set forth in Schedule A-2, except for MFCS Sweetener, will not increase in 
any given calendar year over the prior calendar year’s most recent pricing 
by more than the greater of: (i) 4%; or (ii) a percentage determined for that 
calendar year by the following calculation based upon changes to the 
Consumer Price Index for Food Away From Flome as published by the 
Department of Labor (“CPI”). Company will calculate the difference 
between (i) the monthly average of the CPI for the most recent prior 
October through September period (“CPI Most Recent Average”) and (ii) 
the second most recent October through September period (“CPI Second 
Most Recent Average”). Company will then calculate what the percentage 
of this difference as compared to the CPI Second Most Recent Average. 
See Example 1 in Schedule A-4. The published CPI can be found at: 
htto://www.bls.aov/cDi/tables.htm. If the Department of Labor discontinues 
publishing the CPI or materially changes the CPI, then Company will 
establish a different price ceiling methodology to be determined in its sole 
discretion.
c. Thereafter, Company agrees that the pricing for MFCS 
Sweetener in any given calendar year will be determined as follows. 
Company will calculate the difference between the monthly average of the 
Producer Price Index for Corn Sweetener as published by the Department 
of Labor (“PPI”) for (I) the most recent prior October through September 
period (“PPI Most Recent Average”) and (ii) the second most recent 
October through September period (“PPI Second Most Recent Average”). 
Company will then calculate what the percentage of this difference as 
compared to the PPI Second Most Recent Average. If the percentage is 
positive (i.e., the PPI Most Recent Average was greater than the PPI 
Second Most Recent Average), then Company will not increase its MFCS 
Sweetener pricing in the given calendar over the prior calendar year’s most 
recent pricing by more than this percentage. If the percentage is negative 
(i.e., the PPI Most Recent Average was less than the PPI Second Most 
Recent Average), then Company will decrease its FiFCS Sweetener pricing 
in the given calendar by this percentage compared to the prior calendar 
year’s most recent pricing. See Example 2 in Schedule A-4. The published 
PPI can be found at: http://www.bls.Qov/DDi/DPi dr.htm. If the Department 
of Labor discontinues publishing the PPI or materially changes the PPI, or if 
Company uses a different nutritive sweetener than MFCS, then Company 
will establish a different pricing methodology for its nutritive sweetener to be 
determined in its sole discretion.
Orders for ingredients may be placed on-line using Company approved 
forms of payment (currently via credit card or auto draft) at 
htto://cokesmart.com. Shipping Charges may apply. Company may offer 
other means of ordering in the future. Freestyle orders fulfilled directly by 
Company are subject to the terms attached as Exhibit A-3. Orders fulfilled 
by distributors are subject to terms offered by each distributor.

2. FUNDING AND VOLUME COMMITMENTS; Franchisee will be 
paid funding on the purchase of flavors and Company branded components 
and mixes in an amount that is equivalent to the variable funding on the 
purchase of Fountain Syrup (as that term is defined in the Agreement), and 
according to the schedule and subject to the performance requirements and 
criteria, set forth in the Agreement. The parties have agreed on this 
equivalent amount and it is set forth in Schedule A-4. Purchases of

Company branded components and mixes will also count towards any 
volume commitment under the Agreement. If Franchisee receives 
equipment leased without charge or free service under the Agreement, 
Company will create a fund (“Freestyle Operations Fund”) for each 
installed dispenser. The amount of the Freestyle Operations Fund on a per 
dispenser basis is set forth in Schedule A-4. The Freestyle Operations 
Fund (a) will be controlled by Company, (b) will be allocated pro rata 
throughout the term of this Agreement; and (c) will only be applied against 
any Program Fees that may be due but not as a discount off the Program 
Fee and will not reduce any sales tax associated with the Program Fee.

3. PROGRAM FEE: Franchisee will pay Company its then current 
chain account monthly program fee per dispenser (“Program Fee”) plus 
applicable sales tax. The current monthly chain account Program Fee is 
$300. The monthly chain account Program Fee will not exceed $300. The 
Program Fee will be invoiced. Company reserves the right to deduct the 
Program Fee from earned funding if Franchisee does not pay the Program 
Fee within 30 days of receipt.

4. COOPERATION AND PERFORMANCE CRITERIA; Franchisee 
will provide Company with store-level transaction, sales and operations 
data to evaluate the performance of the Dispensing System on beverage 
and overall store sales, traffic, profit, menu mix and operations. Franchisee 
agree to implement any other mutually agreed upon merchandising.

5. EQUIPMENT: Franchisee will lease the dispensers from 
Company subject to Exhibit D. Rent is included in the Program Fee. 
Franchisee must have a water filtration system that meets Company’s 
water treatment standards.

6. SERVICE: Franchisee agrees to use the Company Service 
Network for any mechanical reactive service required for the dispensers 
and to first attempt to solve any equipment service related issues by using 
Company’s Phone Fix® service. There will be no charge for mechanical 
reactive or reasonable preventative service, which is included in the 
Program Fee. Special Service calls will be charged at Company's then- 
current service rate. Special Service calls include relocation or 
reinstallation of dispensing equipment, line changes, service necessitated 
by damage or adjustments to the equipment resulting from misuse, abuse, 
failure to follow operating instructions or service by unauthorized personnel 
and unnecessary calls (e.g., equipment was not plugged in, C02 or 
cartridges were empty).

7. EQUIPMENT INSTALLATION AND REMOVAL: 
CONFIDENTIALITY: The Dispensing System is proprietary to Company. 
Accordingly, Franchisee agrees that it will not permit any third party to 
inspect, analyze or reverse engineer the Dispensing System, nor will it 
disclose any information relating to the Dispensing System to any third 
party. Without limiting the generality of the previous sentence. Franchisees 
agree that it will only open the dispenser to change cartridges and will not 
permit (a) any photograph or other images to be taken of the inside of the 
dispenser or (b) any inspection or analysis of the interior portions of the 
dispenser by third parties,

8. ACCESS TO COMPUTER SYSTEMS: The Dispensing System 
connects and sends reports to computer systems at Company. Franchisee 
will not take any actions to disable or interfere with these connection and 
reporting features. Any Use of Company’s computer systems is subject to 
the terms attached as Schedule A-5. Company will be using wireless 
communications to establish this connection and the fee for this, where 
available through Company’s provider, is included in the Program Fee. 
Franchisee is responsible for providing comparable connectivity if wireless 
communications are not available through Company’s provider and 
Franchisee bears all risks associated with Company’s use of any such 
connectivity.

Franchisee initials:
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SCHEDULE A-2
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SCHEDULE A-3 
TERMS OF SALE

The following are the terms between Company and Franchisee relating to the 
products or services (collectively “Products") provided in connection with Freestyle. 
These terms prevail over terms contained in Franchisee's purchase order or other 
communications from Franchisee that are not accepted in writing by Company as 
provided herein. No modification, waiver or discharge of these terms or of any of its 
terms shall bind either party unless in writing and signed by officers of both parties.

2. CONSENT TO ELECTRONIC TRANSACTION AND 
COMMUNICATIONS. By virtue of placing orders for Products, Franchisee agrees 
to conduct business electronically, where applicable, and to be bound by these 
terms. Franchisee agrees that all agreements, notices, disclosures and other 
communications that Company provides electronically, whether in website content 
or e-mail, satisfy any and all legal requirements that such communications be in 
writing.

3. PAYMENT, INTEREST AND FEES. Unless otherwise agreed in writing, 
payment in full for Products is due at the time of ordering. Company will submit such 
payments for processing at the time Products are shipped. Ail payments must be 
made by their due date as a condition precedent to future orders or deliveries.

4. PRICES. Company is not responsible tor pricing or typographical errors 
related to Franchisee's purchase and Company reserves the right to cancel any 
orders resulting from or including such errors.

5. GENERAL WARRANTIES. Company warrants the title conveyed under 
these terms will be good and its transfer rightful; and that the Products will be 
delivered free from any security interest or other lien or encumbrance whatsoever. 
Company warrants that the Products will be of merchantable quality and will 
conform to the descriptions made on the containers and labels of the Products.

6. LIMITED WARRANTIES AND REMEDIES.

a. Company guarantees that food Products shipped hereunder meet the 
requirements of the Federal Food, Drug and Cosmetic Act (“Act”), are not 
adulterated or misbranded within the meaning of the Act, and are products which, 
under the provisions of Sections 404 and 505 of the Act, may be introduced into 
interstate commerce. Company further warrants that the Products will, at the time 
of shipment, comply with all other federal laws, rules and regulations of all political 
subdivisions of the United States of America. This warranty is in like terms 
extended and applicable to any lawful state law or municipal ordinance in which the 
definitions of adulteration or misbranding are substantially the same as those in the 
Act.
b. Company warrants only the food Products itself, not any finished 
beverage made from any food Products, because the finished beverage 
incorporates water, C02 gas and ice, none of which is provided by Company.
c. Franchisee agrees that its sole and exclusive remedy for breach by 
Company of any express or implied warranty for Products will be as follows: 
Company will, at its option, either replace the Products or refund the purchase price, 
and Company will indemnify and hold Franchisee harmless against (I) any claim, 
loss or expense by consumers for disease or bodily injury that results from or is 
caused by the chemical composition of the Products sold to Franchisee or any 
ingredient included by Company in any food Products, or (ii) any claim, loss, or 
expense arising out of any alleged patent or trademark infringement suit based on 
Franchisee's use or sale of Products as contemplated by Company, or (iii) any 
claim, loss or expense arising out of a breach of the warranty set forth in paragraph 
5(a) above; provided, that such claim, loss or expense does not arise out of any 
wrongful act or omission of Franchisee or any third person or from a cause or 
causes beyond Company’s reasonable control, and that the Products were handled 
under normal conditions of sale from the time of deliveries until resale or use; and 
provided further that (1) Franchisee will give Company timely written notice of the 
assertion or pendency of any such claim, (2) Company will have the right to defend 
any such claim, and (3) Company will have the right of approval prior to settlement 
or compromise of any such claim. FRANCHISEE AGREES THAT, EXCEPT AS 
STATED ABOVE, IN NO EVENT WILL COMPANY BE LIABLE FOR ANY 
SPECIAL, INCIDENTAL, CONSEQUENTIAL OR PUNITIVE DAMAGES OR LOST 
PROFITS RESULTING FROM ANY ALLEGED BREACH OF WARRANTY.
d. Franchisee will defend, indemnify and hold harmless Company and 
Company’s officers, agents, employees, directors, shareholders, affiliates.

successors, and assigns (hereinafter, the “Indemnified Parties”) against and from 
any and all claims, actions, suits, proceedings, demands, damages, and liabilities of 
whatever nature, and all costs and expenses, including without limitation 
Indemnified Parties' reasonable attorneys’ fees and expenses, relating to or in any 
way arising out of any negligent or wrongful act of Franchisee or its employees or 
agents, including product tampering or failure to adhere to Company's Quality 
Assurance Program; provided, that such claim does not arise out of any wrongful 
act or omission of the Indemnified Parties or from a cause or causes beyond 
Franchisee’s reasonable control; and provided further, that (!) Company will give 
Franchisee timely written notice of the assertion or pendency of such claim, (2) 
Franchisee will have the right to defend any such claim, and (3) Franchisee will 
have the right of approval prior to settlement or compromise of any such claim.

7. LIMITATION OF LIABILITY. COMPANY DOES NOT ACCEPT 
LIABILITY BEYOND THE REMEDIES SET FORTH HEREIN, INCLUDING BUT 
NOT LIMITED TO ANY LIABILITY FOR PRODUCTS NOT BEING AVAILABLE FOR 
USE, LOST PROFITS OR LOSS OF BUSINESS. COMPANY DOES NOT ACCEPT 
LIABILITY FOR ACTIONS OR INACTIONS OF ANY CONTRACTORS THAT MAY 
BE REFERRED TO FRANCHISEE OR WHOSE WORK MAY BE SCHEDULED BY 
COMPANY. EXCEPT AS EXPRESSLY PROVIDED HEREIN, COMPANY WILL 
NOT BE LIABLE FOR ANY CONSEQUENTIAL, SPECIAL, INDIRECT OR 
PUNITIVE DAMAGES, EVEN IF ADVISED OF THE POSSIBILITY OF SUCH 
DAMAGES, OR FOR ANY CLAIM BY ANY THIRD PARTY. FRANCHISEE 
AGREES THAT FOR ANY LIABILITY RELATED TO THE PURCHASE OF 
PRODUCTS, COMPANY IS NOT LIABLE OR RESPONSIBLE FOR ANY AMOUNT 
OF DAMAGES ABOVE THE AMOUNT INVOICED FOR THE APPLICABLE 
PRODUCTS. NOTWITHSTANDING ANYTHING IN THIS AGREEMENT TO THE 
CONTRARY, THE REMEDIES SET FORTH IN THIS AGREEMENT SHALL APPLY 
EVEN IF SUCH REMEDIES FAIL THEIR ESSENTIAL PURPOSE.

8. TRANSFER OF TITLE. Title to the Products shall pass when delivered 
to Franchisee at the “ship to” address stated on the front of each invoice 
(“Franchisee’s Address”). Delivery shall be acknowledged by a signed and dafed 
bill of lading.

9. DELIVERY. Unless otherwise agreed in writing, delivery of Products will 
be handled as set forth at http://cokesmart.com. Company reserves the right to 
require specific order quantities (e.g., full case orders) and make delivery in 
severable lots, and all such lots will be separately invoiced and paid for when due, 
without regard to subsequent deliveries. Delay in delivery of any lot will not relieve 
Franchisee of its obligation to accept remaining deliveries. The acceptance by 
Franchisee of shipmenf upon arrival of the Products at Franchisee’s Address will 
constitute delivery to Franchisee.

10. INSPECTION. Franchisee must inspect the Products immediately on its 
delivery to Franchisee’s location, and within 2 business days after delivery, give 
notice to Company if Franchisee believes that the Products is not in accordance 
with the Agreement. If Franchisee fails to give such notice, the Products will be 
deemed to be in all respects in accordance with the Agreement, and Franchisee will 
be bound to accept and pay for the Products in accordance with these terms. 
Franchisee may reject the Products only if any variance from these terms is 
material, All claims are deemed waived unless made in writing and received by 
Company within 15 days after Franchisee discovers the alleged defect, but in no 
event will credit be given for any alleged defect later than 90 days after delivery.

11. PASSWORDS AND SECURITY. As set forth in the terms of use at 
http://cokesmart.com. Franchisee agrees that it is solely and completely responsible 
for maintaining the confidentiality of Franchisee logins and passwords. Franchisee 
agrees to notify Company immediately of any unauthorized use of its account or 
other breach of security. Franchisee agrees that it will be responsible for all activity 
on its account, whether such activity was initiated by it, by others on its behalf, or by 
any other means or manner.

12. TAXES. In addition to the purchase price. Franchisee will pay Company 
the amount of all governmental taxes, excises and/or other charges (except taxes 
on or measured by net income) that Company may be required to pay with respect 
to the production, sale or transportation of the Products, except where the law 
otherwise provides.

Franchisee Initials: _
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SCHEDULE A-4
MFCS PRICING EXAMPLES AND FUNDING

1. MFCS PRICING EXAMPLES 
Example 1

For example, to determine this percentage for 2013, Company would determine the monthly average of the CPI for October 2011 through September 2012 (by adding the CPI 
for each of the 12 months and dividing by 12). For this example, assume this average is 235,07, Company would do the same for the period from October 2010 through 
September 2011. Assume for this example this average is 232.49. Company would then take the difference between these two averages and divide by 232.49 to calculate 
this percentage for 2013. In this example, the percentage would be positive 1.1% and therefore Company would not increase 2013 pricing for the ingredients in Exhibit A 
other than MFCS Sweetener by more than 4% over the most recent pricing in 2012 (since 4% is greater than 1.1%).

Example 2
For example, to determine FIFCS Sweetener pricing for 2013, Company would determine the monthly average of the PPI for October 2011 through September 2012 (by 
adding the PPI for each of the 12 months and dividing by 12). For this example, assume this average is 202.73, Company would do the same for the period from October 
2010 through September 2011. Assume for this example this average is 197.78. Company would then take the difference between these two averages and divide by 197.78 
to calculate the percentage price increase or decrease applicable In 2013. In this example, the percentage would be positive 2.5% and therefore Company would not increase 
2013 pricing for FIFCS Sweetener by more than 2.5% over the most recent FIFCS Sweetener pricing in 2012.

2. FUNDING

HuHot Mongolian Grill
i

Marketing
Fund

Variable Allowance Rate Legacy Syrup S3 7S

Component
Rate per | 
Cartridge

Mix Cartridges $15.28 i
Component Cartridges-1 {Fanta, Hi-C) $12.65 1

Component Cartridges-2 (Dasani, Powerade) $15.28 1
Component Cartridges-3 (Minute Maid Lemonade) S6 40
Flavor Cartridges $3.95

i

i
Operations Credit per Dispenser per Month $72.97
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SCHEDULE A-5 
ACCESS AND USE TERMS

1. GENERAL. Franchisee agrees that access and use of Company's 
proprietaiy network of websites (“Computer Systems") by Franchisee, including 
any individuals that are granted access through or by Franchisee, are subject to 
these terms and all applicable laws.

2. COMPUTER SYSTEMS SECURITY
a. Franchisee represents that it has read and agrees to ensure that its 
employees, and anyone else granted access to the Computer Systems, will comply 
with these terms. Franchisee will ensure that each workstation that is used to 
access the Computer Systems has a configuration that meets the following 
conditions: (i) current commercial anti-virus software is installed and a full system 
scan is performed; (ii) current operating system patch levels are applied; and, (iii) 
malicious software and hacker tools are removed or disabled.
b. Franchisee will not allow any third parties to access the Computer 
Systems without the written consent of Company.
c. Franchisee’s access are provided solely for the legitimate business 
purposes of Company and Franchisee. Access to Company’s Computer Systems is 
monitored and recorded. Company will maintain a database that catalogs the 
duration and scope of the access granted to Franchisee and the business purpose 
for such grant. Franchisee may only access those Computer Systems that 
Franchisee is approved by Company to access. Company may terminate 
Franchisee’s access to the Computer Systems for any misuse of such Computer 
Systems by Franchisee or by individuals provided access by or through Franchisee.
Franchisee is liable for all damages caused by any individu:............
the Computer Systems through the Franchisee.

dual obtaining access to

INFORMATION CONTAINED IN THE COMPUTER SYSTEMS

Systems. I hese obligations will continue in perpetuity but will not apply to 
Information that is, or subsequently becomes, available to the public through no 
breach of Franchisee's obligations hereunder.
b. Franchisee will read and comply with the terms and policies that are
posted on the Computer Systems from time to time and as they may be amended 
from time to time. If Franchisee does not agree to the appiicable terms and policies 
posted on the Computer Systems, Franchisee will immediately exit the Computer 
Systems and will not use the Computer Systems. Franchisee will not transmit any 
unlawful, threatening, libelous, defamatory, obscene, scandalous, inflammatory, 
pornographic, or profane material or any material that could constitute or encourage 
conduct that would be considered a criminal offense, give rise to civil liability, or 
otherwise violate any law.

4. DISCLAIMERS. Franchisee uses the Computer Systems at its own risk.
In no event will Company, and its subsidiaries, atfiliates, officers and directors, be 
liable for any loss, liability, damages, costs or expenses that may arise out of

WARRANTY OF ANY KIND, EITHER EXPRESSED OR IMPLIED, INCLUDING, 
BUT NOT LIMITED TO, THE IMPLIED WARRANTIES OF MERCHANTABILITY,. 
FITNESS FOR A PARTICULAR PURPOSE, OR NON-INFRINGEMENT.

5. INDEMNIFICATION; DUTY TO REPORT USE AND VIOLATIONS.
Franchisee will defend, indemnify and hold harmless the Indemnified Parties against 
and from any and all claims, actions, suits, proceedings, demands, damages, and 
liabilities of whatever nature, and all costs and expenses, including without limitation 
Indemnified Parties’ reasonable attorneys' fees and expenses, relating to or in any 
way arising out of the access to the Computer Systems or out of the breach of these
terms by Franchisee or by any individual or entity granted access through ------------------------------------------ ^-------- ..................................... a.

request. Franchisee shall'promptly provide Company ... . ___
granted access to the Computer Systems through Franchisee. Company shall have 
fhe right to conduct an audit of Franchisee to confirm Franchisee’s compliance with 
these terms.

6. TERMINATION; MODIFICATION. Company has the right to
immediately terminate or access granted to any individual through Franchisee at 
any time with or without cause. Company may modify these terms at any time upon 
notice to Franchisee. If Franchisee does not wish to continue its access to the 
Computer Systems under such modified terms. Franchisee may terminate access 
by written notice delivered to Company prior to the effective date of the modification.

Franchisee Initials:.
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EXHIBIT D
EQUIPMENT LEASE TERMS

1. LEASE AGREEMENT AND TERM. Company hereby leases to
Franchisee all Freestyle fountain beverage dispensing equipment provided to 
Franchisee (the "Equipment"), subject to the terms set form herein. Unless 
otherwise agreed in writing, the Equipment shall also include, where applicable, all 
permanent merchandising, menu boards, refrigeration units, ice makers and water 
filtration equipment installed by Company on Franchisee's premises, provided, 
however, that nothing herein requires Cornpany to make such equipment available 
to Franchisee for jease. Each piece of Equipment is leased commencing on its
installation date (“Commencement Date"). Franchisee may request the removal of 
any Equipment upon 30 days prior written notice to Company. Removal of 
Equipment will not affect the term of the Agreement. The lease will continue in
effect with respect to each piece of Equipment until the Equipment has been 
removed from Franchisee's premises and will survive the expiration or termination of 
the Agreement. Additionally, if the lease is terminated with respect to any piece of 
Equipment for any reason prior to 100 months from the Commencement Date for 
that piece of Equipment, Franchisee will pay Company the actual costs of removal 
(including standard shipping and handling charges) and remanufacturing of the 
Equipment, as well as the unamortized portion of the costs of (i) installation and (ii) 
non-serialized parts (e.g., pumps, racks and regulators) and other ancillary equipment.

2. TITLE TO THE EQUIPMENT. Title to the Equipment is, and will at all 
times remain, vested in Company. Franchisee will have no right, title, or interest in 
or to the Equipment, except the right to quiet use of the Equipment in the ordinary 
course of its business as provided herein. Franchisee shall execute such title 
documents, financing statements, fixture filings, certificates and such other 
instruments and documents as Company shall reasonably request to ensure to 
Company's satisfaction the protection of Company's title to the Equipment and 
Company's interests and benefits hereunder. Franchisee shall not transfer, pledge, 
lease, sell, hypothecate, mortgage, assign or in any other way encumber or dispose 
of any of the Equipment. THE PARTIES AGREE, AND FRANCHISEE 
WARRANTS, THAT THE EQUIPMENT IS, AND WILL AT ALL TIMES REMAIN, 
PERSONAL PROPERTY OF COMPANY NOTWITHSTANDING THAT THE 
equipment or any part thereof may NOW BE, OR HEREAFTER 
BECOME, IN ANY MANNER AFFIXED OR ATTACHED TO, OR EMBEDDED IN, 
OR PERMANENTLY RESTING UPON, REAL PROPERTY OR IMPROVEMENTS 
ON REAL PROPERTY. Franchisee shall not make any alterations (including 
placing decals on the Equipment), additions, or improvements to the Equipment 
without the prior written consent of Company. All parts added to the Equipment 
through alterations, repairs, additions or improvements will constitute accessions to, 
and will be considered an Item of the Equipment and title to such will immediately 
vest in Company. Franchisee agrees that Company may transfer or assign all or 
any part of Company's right, title and interest in or to any Equipment (in whole or in 
part), the lease of the Equipment and any amounts due or to become due, to any 
third party ("Assignee") for any reason. Upon receipt of written notice from 
Company of such assignment. Franchisee shall perform all its obligations with 
respect to any such Equipment for the benefit of the applicable Assignee, and, if so 
directed, shall pay all amounts due or to become due hereunder directly to the 
applicable Assignee or to any other party designated by such Assignee.

3. USE OF EQUIPMENT. Franchisee acknowledges that any rent does 
not fully compensate Company for its expenses concerning its research and 
development efforts designed to improve the Equipment or provide the Equipment 
to Franchisee, and that Company provides the Equipment to Franchisee for the 
purpose of dispensing Company products. Therefore, Franchisee agrees that the 
Equipment will be used only for the purpose of dispensing fountain beverage 
products of Company that are not out of date.

4. INSPECTION AND NOTIFICATION. Company shall have the right 
during Franchisee's regular business hours to inspect the Equipment at 
Franchisee's premises or wherever the Equipment may be located and to review all 
records that relate to the Equipment. Franchisee shall promptly notify Company of 
all details arising out of any change in location of the Equipment, any alleged 
encumbrances thereon or any accident allegedly resulting from the use or operation thereof.

5. WARRANTY DISCLAIMER: FRANCHISEE ACKNOWLEDGES THAT 
COMPANY MAKES NO WARRANTIES PERTAINING TO THE EQUIPMENT OR 
ITS PERFORMANCE, WHETHER EXPRESS OR IMPLIED, INCLUDING 
(WITHOUT LIMITATION) ANY IMPLIED WARRANTIES OF MERCHANTABILITY 
OB FITNESS FOR A PARTICULAR PURPOSE, OR ANY OTHER WARRANTIES 
relating TO THE DESIGN, CONDITION, QUALITY, CAPACITY, MATERIAL OR 
WORKMANSHIP OF THE EQUIPMENT OR ITS PERFORMANCE. COMPANY 
SHALL NOT BE RESPONSIBLE FOR ANY LOSS OF PROFITS, ANY DIRECT, 
INCIDENTAL OR CONSEQUENTIAL LOSSES, OR DAMAGES OF ANY NATURE 
WHATSOEVER, RESULTING FROM THE DELIVERY, INSTALLATION, 
MAINTENANCE, OPERATIONS, SERVICE OR USE OF ANY EQUIPMENT OR OTHERWISE.

6. TAXES. Franchisee shall pay all assessments, license fees, taxes 
(including sales, use, excise, personal property, ad valorem, stamp, documentary 
and other taxes) and all other governmental charges, fees, fines or penalties 
whatsoever, whether payable by Company or Franchisee, on or relating to the 
Equipment or the use, registration, rental, shipment, transportation, delivery, or 
operation thereof, and relating to the lease of the Equipment.

7. MAINTENANCE AND REPAIRS. Franchisee shall keep the Equipment 
in good condition, repair, and working order. Except as otherwise provided herein. 
Franchisee shall pay all costs incurred in connection with the shipment, use, 
operation, ownership, or possession of the Equipment during the term of its lease. 
Franchisee's sole recourse against Company with respect to service provided by 
Company or its service providers to the Equipment is that Company will correct any 
defective workmanship at no additional charge to Franchisee, provided that 
Company is given prompt notification of any defective workmanship. Company 
shall not be otherwise liable for negligent acts or omissions committed in regard to 
maintenance or repair of the Equipment and assumes no responsibility for 
incidental, consequential or special damages occasioned by such negligent acts or omissions.

8. RISK OF LOSS.
to each item i
theft or destruction of Equipment, in whole or in part, will impair the c 
Franchisee hereunder, all of which will continue in full force and effect.

!ISK OF LOSS. All risk of loss, including damage, theft or destruction, 
of Equipment will be borne by Franchisee. No such loss, damage, 

•uction of Equipment, in whole or in part, will impair the obligations of

9. INDEMNITY. Franchisee will defend, indemnify and hold harmless the
Indemnified Parties against and from any and all claims, actions, suits, proceedings, 
demands, damages, and liabilities of whatever nature, and all costs and expenses.

including without limitation Indemnified Parties' reasonable attorneys' fees and 
expenses, relating to or in any way arising out of (a) the ordering, delivery, rejection, 
installation, purchase, leasing, maintenance, possession, use, operation, control or 
disposition of the Equipment or any portion thereof; (b) any act or omission of 
Franchisee, including but not limited to any loss or damage to or sustained by the 
Indemnified Parties arising out of Franchisee's failure to comply with all these terms; 
(c) any claims for liability in tort with respect to the Equipment, excepting only to the 
degree such claims are the result of the Indemnified Parties' negligent or willful 
acts. The provisions of this section will survive termination and expiration of the 
Equipment's lease.

10. DEFAULT. The occurrence of any of the following will constitute a 
"Default" by Franchisee:

a. nonpayment by Franchisee when due of any amount due and payable hereunder;
b. failure of Franchisee to comply with any provision, and failure of 
Franchisee to remedy, cure, or remove such failure within 10 days after receipt of 
written notice thereof from Company;
c. any statement, representation, or warranty of Franchisee to Company, 
at any time, that is untrue as of the date made;
d. Franchisee's becoming insolvent or unable to pay its debts as they 
mature, or Franchisee making an assignment for the benefit of creditors, or any 
proceeding, whether voluntary or involuntary, being instituted by or against 
Franchisee alleging that Franchisee is insolvent or unAle to pay its debts as they 
mature;
e. appointment of a receiver, liquidator, trustee, custodian or other similar 
official for any of the Equipment or for any property in which Franchisee has an interest;
f. seizure of any of the Equipment;
g. default by Franchisee under the terms of any note, document, 
agreement or instrument evidencing an obligation of Franchisee to Company or to 
any affiliate of Company, whether now existing or hereafter arising;
h. Franchisee taking any action with respect to the liquidation, dissolution, 
winding up or otherwise discontinuing the conduct of its business;
i. Franchisee transferring all or substantially all of its assets to a third 
party; or
j. the transfer, conveyance, assignment or pledge of a controlling interest 
or ownership of Franchisee to a third party without Company's prior written consent.

11. REMEDIES. Upon the occurrence of any Default or at any time 
thereafter. Company may terminate the lease as to any or all items of Equipment, 
may enter Franchisee's premises and retake possession of the Equipment at 
Franchisee's expense, and will have all other remedies at law or in equity for 
breach. Franchisee acknowledges that in the event of a breach of sections 3 or 4 
or a failure or refusal of Franchisee to relinquish possession of the Equipment in 
breach of this section following termination or Default, Company's damages would 
be difficult or impossible to ascertain, and Franchisee therefore agrees that 
Company will have the right to an injunction in any court of competent jurisdiction 
restraining said breach and granting Company the right to immediate possession of 
the Equipment and agrees to pay the Program Fee until Company is able to obtain 
possession of the Equipment.

12. LIQUIDATED DAMAGES. If Franchisee acts in violation of the 
prohibitions described in section 2 of these terms and is unable to return the 
Equipment to Company in good working order, normal usage wear and tear 
excepted, at the expiration or termination of the Equipment's lease. Franchisee 
shall pay as liquidated damages the total of: (I) the value of Company's residual 
interest in the Equipment, plus (ii) all tax indemnities associated with the Equipment 
to which Company would have been entitled if Franchisee had fully performed its 
obligations, plus (iii) costs, interest, and attorneys' fees incurred by Company due to 
Franchisee's violation of section 2 or its failure to return the Equipment to Company, 
minus (iv) any proceeds or offset from the release or sale or the Equipment by Company.

13. ADDITIONAL TERMS. Franchisee represents and warrants that it will 
comply with all applicable laws and regulations, and all appropriate practices with 
respect to food safety, including the storing, preparation, serving and disposing of 
food. Furthermore, Franchisee acknowledges and agrees to comply with all 
equipment manufacturer's specifications and product dispensing and preparation 
instructions and specifications. Time is of the essence with respect to every provision.

Franchisee Initials:
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EXHIBIT E
COCA-COLA EQUIPMENT SALE AGREEMENT

All sales of beverage dispensing equipment ("Equipment") by Coca-Cola Foodservice ("Seller") shall be subject to and contingent upon the terms and conditions set forth 
herein, including the limited warranties, which shall be the sole and exclusive terms and conditions applicable to such sales. Seller shall not be bound by any terms and 
conditions proposed by Buyer that are additional to or ditferent from the terms and conditions set forth herein unless Seller specifically agrees in writing to be bound thereby.

RESPONSIBLE FOR ANY LOSS OF PROFITS, ANY DIRECT, INCIDENTAL OR 
CONSEQUENTIAL LOSSES, OR DAMAGES OF ANY NATURE WHATSOEVER, 
RESULTING FROM THE DELIVERY, INSTALLATION, MAINTENANCE, OPERATIONS, 
SERVICE OR USE OF ANY EQUIPMENT OR OTHERWISE. Seller warrants that (i) it is 
the lawtui owner ot the Equipment, (ii) that it has not caused any lawtui liens or 
encumbrances to be placed upon the Equipment, and (iii) that Seller has the right to sell 
the Equipment,

1. DELIVERY OF EQUIPMENT. Should Buyer require the delivery ot Equipment, the 
Equipment will be tendered "where is" unless an alternative location is specified in a 
writing signed by both parties. All Equipment shipped to an alternative location shall be 
shipped FOB Seller's address and shall be tendered to the common carrier specitied by 
Buyer. In the absence ot instructions, shipment shall be made by any commercially 
reasonable mode ot transportation and route. Shipping dates communicated to Buyer are 
approximate only. Seller does not and shall not guarantee any shipping date unless such 
guarantee and the terms thereot are specitically stated in writing. Any such guarantee 
shall be limited to the exact terms so stated. It this document indicates that Equipment is 
to be installed in more than one outlet, Buyer's signature shall be deemed to authorize the 
sale and installation of Equipment in all those outlets, subject to the terms of this 
Equipment Sales Agreement. Such signature also authorizes the sale and installation ot 
Equipment in additional outlets as requested by Buyer, subject to the terms and conditions 
of this Equipment Sales Agreement. The actual selling price ot Equipment installed in 
additional outlets may retlect changes in Seller's cost of the Equipment.

2. NONCONFORMING GOODS. When Buyer receives a shipment ot Equipment, Buyer 
will promptly check the Equipment received against the manifest or bill of lading and 
promptly report any variances to Seller and to the carrier. Unless a variance is reported 
within twenty-tour (24) hours atter receipt, the manifest or bill ot lading will be deemed 
correct and Buyer will be deemed to have accepted all Equipment identified thereon.

3. RISK OF LOSS. II Buyer is already in possession ot the Equipment, the risk of loss or 
damage to the Equipment shall pass to Buyer immediately upon execution of this 
Agreement. If the Equipment is to be shipped to Buyer, the risk of loss or damage to the 
Equipment shall pass to Buyer at the time Seller delivers, or tenders delivery ot, the 
Equipment to a common carrier.

4. PAYMENT. Unless otherwise agreed in writing. Buyer shall remit payment to Seller 
within thirty (30) days of receipt of a bill. II payment is not made within the thirty (30) day 
period. Buyer shall pay Seller one and one-half percent (1-’/2%) interest per month (which 
equals eighteen percent (18%) per year) on the unpaid balance.

5. FORCE MAJEURE. Seller shall not be responsible or liable for any delay or failure in 
its performance resulting from acts or omissions beyond its control which may not be 
overcome by due diligence, or from any acts or omissions ot any nature by Buyer. Any 
such occurrence shall release Seller from performance of its obligations hereunder.

6. TRADEMARKS. Buyer recognizes that the intellectual property rights (i.e. patents, 
trademarks, copyrights and trade secret(s) of The Coca-Cola Company ("Company") are 
highly valuable assets and agrees never to infringe upon these intellectual property rights 
or to commit any other acts of unfair competition against Company or its trademarks in 
connection with the Equipment. Nothing in this Agreement shall be construed as giving 
Buyer any right, title or interest to any trademarks, patents or other intellectual property 
rights of Company beyond those specifically granted herein. Seller shall have the right to 
display Company's trademarks and/or logos on the Equipment, and to use advertising or 
promotional materials provided or approved by Company, provided the Equipment is used 
to dispense Company's products. Seller shall not otherwise use Company's trademarks 
except as authorized in writing by Company. Buyer agrees not to sell, substitute or pass 
off another product for a product of CCF or Company at any time, including specifically 
when utilizing the Equipment.

7. ASSIGNMENT. The rights and duties under this Agreement shall bind and inure to the 
benefit of the successors and assigns of the parties. Notwithstanding the foregoing, this 
Agreement may not be assigned by Buyer without Seller's prior written consent. Seller 
may assign this Agreement without notice to or consent by Buyer.

8. SEVERABILITY. It any provision ot this Agreement is contrary to applicable law, such 
provision shall be deemed ineffective without invalidating the remaining provisions hereof, 
if and to the extent that applicable law confers any rights or imposes any duties 
inconsistent with or in addition to any of the provisions of this Agreement, the affected 
provisions shall be considered amended to conform thereto.

9. GOVERNING LAW. This Agreement shall become effective upon acceptance by 
Seller. ALL SALES OF GOODS SHALL BE GOVERNED BY THE LAWS OF THE STATE 
OF GEORGIA, INCLUDING SPECIFICALLY THE UNIFORM COMMERCIAL CODE, AS 
the same FROM TIME TO TIME MAY BE AMENDED.

10. FINANCING. This Agreement is not a financing agreement. If Buyer desires to 
purchase the Equipment subject to financing. Buyer must execute a separate financing 
agreement. It financing is contemplated. Buyer must execute required financing 
documents prior to installation of Equipment, or within five (5) days of receipt of 
documents, whichever is later. If Buyer tails to comply with this requirement. Seller in its 
sole discretion may elect to (i) reclaim the Equipment; (ii) sell the Equipment to Buyer 
pursuant to Section 4 above; or (iii) lease the Equipment to Buyer subject to Seller’s 
standard lease terms and conditions.

11. ENTIRE AGREEMENT. This Agreement contains the entire agreement between the 
parties regarding the subject matter hereof and may be amended, modified or 
supplemented only by a written agreement executed by the Buyer and Seller.

12. WARRANTIES AND REMEDIES

buyer ACKNOWLEDGES THAT SELLER IS NOT A MANUFACTURER OF THE 
EQUIPMENT AND THAT SELLER HAS MADE NO REPRESENTATIONS OF ANY 
NATURE WHATSOEVER PERTAINING TO THE EQUIPMENT OR ITS PERFORMANCE, 
EITHER EXPRESS OR IMPLIED, INCLUDING, WITHOUT LIMITATION, ANY IMPLIED 
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE, 
OR ANY OTHER WARRANTIES RELATING TO THE DESIGN, CONDITION, QUALITY, 
CAPACITY, MATERIAL OR WORKMANSHIP OF THE EQUIPMENT OR ITS 
PERFORMANCE, OR ANY WARRANTY OR AUTHORITY WITH RESPECT TO PATENT 
RIGHTS IF ANY, PERTAINING TO THE EQUIPMENT. SELLER SHALL NOT BE

A. Used Equipment

USED EQUIPMENT IS SOLD "AS IS" AND "WHERE IS."

B. New and Remanufactured Equipment

NEW AND REMANUFACTURED EQUIPMENT IS SOLD "AS IS." For new
Equipment, Seller will pass through any manufactures' limited warranties, but such
limited warranties are not otherwise transferable or assignable without the written
approval of the manufacturer.

C. Limited Warranty and Remedies for Installations of Equipment

If Seller installs the Equipment, then in addition to any remedies provided under the 
manufacturer's warranties that may be available to Buyer, Seller will repair or replace any 
Equipment that malfunctions due to a defect in manufacturing or installation that occurs 
within thirty (30) days from the date ot installation of the Equipment by Seller in 
accordance with Seller's standard service policy, provided the Equipment is being used to 
dispense products of CCF. Any use, abuse, alteration or neglect of the Equipment in 
violation of the operating instructions or the provisions of this Agreement shall render this 
limited warranty null and void. This limited warranty shall not apply to any accidental 
damage to the Equipment. IN NO EVENT SHALL SELLER, ITS SUBSIDIARIES OR 
AFFILIATES BE LIABLE FOR ANY DAMAGES RESULTING FROM THE BREACH OF 
SUCH LIMITED WARRANTY. SELLER SHALL NOT BE RESPONSIBLE FOR ANY 
LOSS OF PROFITS, ANY DIRECT, INCIDENTAL OR CONSEQUENTIAL LOSSES, OR 
DAMAGES OF ANY NATURE WHATSOEVER, REGARDLESS OF CAUSE. After 
inspection by Seller or its authorized repair agent. Seller at its option will (i) repair a 
component that is found to be defective, or (ii) replace the component with a new or rebuilt 
component. Claims must be handled promptly by Buyer. CLAIMS SHALL BE DEEMED 
WAIVED UNLESS WRITTEN NOTICE OF SUCH CLAIM IS GIVEN TO SELLER WITHIN 
SIXTY (60) DAYS AFTER THE DATE ON WHICH THE CLAIMED DEFECT IS 
DISCOVERED. IN NO EVENT WILL ANY CLAIM OF ANY KIND BE GREATER IN 
AMOUNT THAN THE PURCHASE PRICE OF THE GOODS IN RESPECT TO WHICH 
SUCH DAMAGES ARE CLAIMED.

13. SELLER'S RIGHT TO REPURCHASE EQUIPMENT. Seller maintains strict controls 
on the usage of equipment components and elements that are proprietary to Seller. If 
Buyer desires to sell, assign, or transfer any Equipment that contains any component or 
element that is proprietary to Seller, other than to a subsidiary or affiliate under common 
control with Buyer, or if Buyer, at any time, elects to discontinue serving post-mix, juice or 
tea products of Seller, or elects to serve the post-mix, juice or tea products of PepsiCo, 
Inc., in or through said Equipment, or if Buyer elects to serve any other Competitive 
Beverage through the Equipment that is not permitted under the terms of Buyer's 
Beverage Marketing Agreement, Seller shall have the option to repurchase from Buyer any 
or all of such Equipment as the Seller, in its sole discretion, shall so elect on the terms set 
forth in this Section. Buyer shall promptly notify Seller in writing of any of the following: (i) 
its intent to sell, assign or transfer any of the Equipment; (ii) its election to discontinue 
serving post-mix, juice or tea products of the Seller; (iii) its election to serve post-mix, juice 
or tea products of PepsiCo, Inc., or (iv) its election to serve a Competitive Beverage not 
permitted under the terms of Buyer's Beverage Marketing Agreement. Seller shall 
respond to such notification by Buyer in writing, no later than sixty (60) days after its 
receipt ot such notification, informing Buyer of Seller's intent to repurchase the Equipment 
and identifying that portion of the Equipment that Seller wishes to repurchase from Buyer. 
Should Seller elect to exercise this option to repurchase, the parties agree that the 
purchase price for each item of the Equipment shall be the Book Value of the item of 
Equipment, For purposes of this Agreement, "Book Value" shall mean the original 
purchase price of the rtem of Equipment, depreciated using the straight line method over 
one hundred (100) months with no residual value. Buyer shall remove all liens and 
encumbrances of any kind whatsoever, at Buyer's sole cost, in order to allow Seller to 
purchase the Equipment free and clear of all liens and encumbrances. Without limiting the 
generality of this provision, the Bevariety™ fountain dispensing platform. Minute Maid® 
Juicer and Variety Tea Tower all contain proprietary components or elements and are 
subject to this provision.

14. TAXES. Buyer shall pay all sales and use taxes due upon the sale ot the 
Equipment, and shall be responsible for all personal property taxes, if not already paid, 
due for the calendar year in which the sale takes place and all subsequent years.

Franchisee Initials: _
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RIDER F to FRANCHISE AGREEMENT 
WHEN TO MANAGE SELECTIONS AND PERMISSIONS

Selections*:

Required (select one)
□ Lite POS Intelligence - $39.20 per month / per restaurant
□ Advanced POS intelligence - $71.20 per month / per restaurant
□ My group currently uses Aloha Enterprise or Insight and we'll be sending out 

information for integration into WTM - N/C

Optional (select any quantity)
□ Workforce Management - $39.20
□ Basic Inventory Management - $79.20 per month / per restaurant
□ Additional Enterprise Level Users - $25.00 per month for each additional user

o if selected, please indicate how many additional users ~

*lf you are already a current WTM user and have a current WTM contract and agreement, 
please indicate here which programs you are utilizing. If you wish to add programs to your 
current line-up, please check the appropriate boxes in the above selection list.

Current Programs already in place/use:

□ Lite POS Intelligence
□ Advanced POS Intelligence
□ Workforce Management
□ Basic Inventory Management
□ Advanced Inventory Management

as the current owner of

an operating company that owns HuHot Mongolian Grill restaurants, acknowledge and 

grant permissions toward the following events, guidelines and stipulations:

1. When to Manage (WTM) shall have the ability to poll my restaurants' POS 

data daily for sharing of high level data with HuHot corporate and all HuHot 

franchise owners in the system. For those restaurants utilizing Aloha Insight
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(Enterprise) polling will be replaced with a daily report that is sent to HuHot for 

integration into the daily report.

2. As an Enterprise Level user, HuHot LLC will have visibility to various reports 

and key performance indicators within my WTM dashboard. This information is 

only available for HuHot LLC to provide trend analysis, troubleshooting, 

promotional performance tracking and other internal company business and no 

other franchise owner will have access to this information.

3. Any shared data that is sourced from my restaurants’ POS system and/or WTM 

dashboard is for internal use only within HuHot LLC. This information will not be 

shared, reproduced, copied or in any way communicated to parties outside of the 

HuHot restaurant chain.

(Printed Name) 

(Signature) 

_(Date)
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EXHIBIT B TO FRANCHISE DISCLOSURE DOCUMENT
HUHOT MONGOLIAN GRILL

DISCLOSURE ACKNOWLEDGEMENT STATEMENT

HuHot Mongolian Grills, LLC ("we" or "us"), 
Acknowledgment Statement, wishes to ascertain that _

through the use of this Disclosure

("you") fully understand that your execution of a Franchise Agreement for a franchise to own and 
operate a HuHot Restaurant is a business decision, complete with associated risks, and that it is 
our policy to verify that you are not relying upon any oral, written or visual statements, 
representations, promises or assurances relating to a HuHot Restaurant which we have not 
authorized.

You make the following representations to us, and we rely on them in granting you 
a franchise. If any statement is not correct, or if you are aware of exceptions to them, note 
them after No. 8 below.

1. You recognize and understand that business risks, which exist in connection with 
the ownership, development and operation of any business, make the success or failure of the 
franchise subject to many variables, including your skills and abilities; competition; interest 
rates; the economy; inflation; Restaurant location; operation, labor and supply costs; lease terms 
and costs, and the marketplace. You acknowledge that you have conducted an independent 
investigation of the business venture contemplated by the Franchise Agreement and recognize 
that the success of the venture involves substantial business risk and will be dependent primarily 
on your ability as an independent businessman. You hereby acknowledge your willingness to 
undertake these business risks.

2. You acknowledge that you received the HuHot Franchise Disclosure Document 
(“FDD”) at least 14 calendar days prior to the date you executed the Franchise Agreement, and 
you received the final form of Franchise Agreement at least 7 calendar days prior to the date you 
executed said Agreement. You acknowledge that you have received, had the opportunity 
personally to read, review and understand the FDD and Franchise Agreement and its attachments. 
You acknowledge that we have permitted you ample time and opportunity to consult with 
advisors of your own choosing about the potential benefits and risks associated with operating a 
HuHot Restaurant and entering into a HuHot Restaurant Franchise Agreement and have 
encouraged you to do so. You also acknowledge that you have received and read and understand 
the Franchise Disclosure Document we prepared, and that we have not made any oral, written or 
visual claims, representations, promises, agreements, contracts, commitments, understandings or 
statements which contradict or are inconsistent with, or are not contained in such Franchise 
Disclosure Document.

3. You agree and state that the decision to enter into this business risk is in no 
manner predicated upon any oral, written or visual representations, assurances, warranties.
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guarantees or promises made by us or any of our directors, officers, employees or agents 
(including any franchise broker) as to the likelihood of success of the Franchise.

4. We expressly disclaim the making of, and you acknowledge that you have not 
received or relied upon, any information, representations, assurances, warranties, guarantees or 
promises made by us or any of our directors, officers, employees or agents (including any 
franchise broker) concerning the actual, average, projected or forecasted franchise sales, 
revenues, profits, earnings or likelihood of success that you might expect to achieve from 
operating a HuHot Restaurant, other than any such statements made in our Franchise Disclosure 
Document.

5. We expressly disclaim the making of, and you acknowledge that you have not 
received or relied upon, any promises, agreements, contracts, commitments, representations, 
understandings, "side deals" or any other assurances, expressed or implied, orally or otherwise, 
made to or with you with respect to any matter concerning advertising, marketing, television, 
radio or other media support, site location, marketing penetration, training, operating and support 
assistance or other services, other than any such statements made in our Franchise Disclosure 
Document.

6. You acknowledge that you have independently evaluated and investigated the 
Restaurant site and the lease or purchase agreement for the Restaurant site. You acknowledge 
that you bear responsibility for selecting the Restaurant site and negotiating the terms and 
conditions of your lease, sublease or purchase agreement for the Restaurant site.

7. You acknowledge that, although we or our designated architect will provide you 
with the basic drawings and specifications for the Restaurant, will specify certain furniture, 
fixtures and equipment for the Restaurant, and will maintain certain rights of review and/or 
approval under our Franchise Agreement with you, we have not made, and you have not received 
or relied upon any warranty from us concerning the Restaurant or the drawings, specifications, 
furniture, fixtures and equipment. You acknowledge that, except as may otherwise be provided in 
the Franchise Agreement, it is your sole responsibility to insure that the Restaurant's construction 
or conversion remodeling complies with any and all laws, codes or regulations. You 
acknowledge that you are solely responsible for and we will have no liability or obligation in 
connection with the plans or the construction or conversion remodeling of the Restaurant except 
as stated in the Franchise Agreement.

8. You acknowledge that the initial investment costs in Item 7 of the Franchise 
Disclosure Document are based on our current design concept, which is always subject to 
change, and that if we change the design concept after you sign your franchise agreement, your 
investment costs may be affected. You also acknowledge that such investment costs are based on 
limited information currently available to us and that your investment costs may vary depending 
on many factors, including, but not limited to, geographic area, labor costs, competitive 
circumstances, landlord’s requirements, size and condition of premises, and local building code 
requirements.
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9. You acknowledge that you were advised, prior to receiving the Franchise 
Disclosure Document, of the various ways you could be furnished the Franchise Disclosure 
Document.

10. You acknowledge that you have received the receipt page with the names 
completely filled in of all the franchise sellers that were involved in your purchase of the 
franchise.

THE FOLLOWING CORRECTIONS AND/OR EXCEPTIONS TO THE ABOVE 
STATEMENTS ARE AS FOLLOWS HF NO CORRECTION OR EXCEPTIONS. WRITE 
“NONE” AND INITIAL!:

Description or Write "None" Initial

(Attach additional sheets if necessary)

Dated this day of ,200

HuHot Mongolian Grills, L.L.C.
a Montana limited liability company

FRANCHISEE

By;
Andrew Vap
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EXHIBIT C TO FRANCHISE DISCLOSURE DOCUMENT

CONFIDENTIALITY AND NON-COMPETITION AGREEMENT

This Agreement is made as of _ 200__. The parties to this
Agreement are _ ("Company") and

, an individual ("Manager").

RECITALS;

A. The Company is in the business of owning and operating a restaurant for on-premises 
consumption of fresh fish, meats, poultry, seafood and vegetables cooked on a grill, and related 
products and services under the name "HuHot Mongolian Grill" pursuant to a Franchise 
Agreement with HuHot Mongolian Grills, L.L.C. ("HuHot"), a Montana limited liability 
company. In connection with the Company's business, the Company will be using various 
techniques, systems, procedures, standards, manuals, data, specifications, and other materials,, all 
of which are the proprietary and confidential information ("Proprietary Information") of HuHot.

B. The Company will also develop or acquire the right to the use of important information 
relating to the identity of its customers, the nature and amount of their purchases, pricing 
practices, recipes, ingredients, the identity of suppliers, sales volumes, costs, expenses and other 
information. All of the above methods, materials and information are referred to as "Confidential 
Information."

C. During the course of Manager’s affiliation with the Company, Manager will have access 
to and learn from the Company much or all of the Proprietary Information and the Confidential 
Information.

D. Company has agreed with HuHot to protect the confidentiality of the Proprietary 
Information and the Confidential Information, and to prevent its disclosure to persons who are 
not employed by or otherwise associated with HuHot or HuHof s franchisees.

E. In light of the above facts and for good and valuable consideration, the receipt and 
sufficiency of which are hereby acknowledged, the parties agree as follows;

1. Importance of Proprietary Information and Confidential Information.
Manager acknowledges that; (a) Manager has learned and/or will learn Proprietary Information 
and Confidential Information during Manager’s affiliation with the Company; (b) this Proprietary 
Information and Confidential Information is an important asset of HuHot and the Company; and 
(c) it is important to keep the Proprietary Information and Confidential Information confidential 
in order for HuHot and the Company to protect their business and to maintain their competitive 
advantage.

2. Agreement to Maintain Confidentiality. Managers agree that both during and

C:\DOC\C716\3244\FDD 2017\FDD2017,004 multistate redlined from FDD2016.003 multistate.docx



after the termination of Manager’s affiliation with the Company, Manager will; (a) guard and 
protect the Proprietary Information and Confidential Information so it does not fall into the hands 
of the Company’s or HuHofs competitors or potential competitors; (b) refrain from using the 
Proprietary Information or Confidential Information for Manager’s own benefit or that of any 
other person or entity; (c) refrain from disclosing the Proprietary Information and Confidential 
Information to any other person or entity, unless authorized by the Company. Manager agrees 
that "use" and "disclosure" of the Proprietary Information and Confidential Information include 
use and disclosure through memorization, and not only tlirough use or disclosure of written 
material.

3. Exceptions. The Company agrees that the Proprietary Information and 
Confidential Information does not include information which Manager can demonstrate came to 
Manager’s attention before Manager learned from the Company or which has become, through 
disclosure by others, "public domain" information (i.e., information freely available to everyone).

4. Return of Materials. If Manager’s relationship with the Company ends for any 
reason. Manager agrees to immediately return to the Company any of the Proprietary Information 
and Confidential Information in Manager’s possession or under Manager’s control.

5. Non-Competition. Manager agrees that in order to guard against the improper 
use of the Proprietary Information and Confidential Information and to avoid unfair competition 
with the Company, Manager will not:

a. during the term of this Agreement and for a period of eighteen (18) months 
following termination of Manager’s affiliation with the Company, for whatever 
reason, within a radius of ten (10) miles of the location of any HuHot Restaurant, 
directly or indirectly, manage, operate, control, be employed by, participate in or 
be connected in any manner with the ownership, management, control, or 
operation of any restaurant offering Asian or Asian-style food, including, but not 
limited to, food prepared on a "Mongolian Grill" or a "Mongolian Barbeque." .

b. during the term of this Agreement, and for a period of eighteen (18) 
months following termination of Manager’s affiliation with the Company, for whatever 
reason, either directly or indirectly, for Manager’s own account, or as an employee, 
consultant, partner, joint venturer, owner, officer, director or stockholder of any person, 
firm, partnership, corporation, limited liability company or any other entity, or in any 
other capacity, in any way, assist in soliciting, diverting, taking away or interfering with 
any of the Company’s business, customers, trade or patronage.

Manager agrees the restrictive covenants set forth above should not be construed to 
prevent Manager from being gainfully employed either in a non-competing business anywhere, or 
in a eompeting business that is outside the geographical limitation set forth in paragraph 5.a, or 
after the restricted time period set forth in paragraphs 5.a and 5.b.
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6. Discoveries, Inventions and Improvements. Manager agrees that because of 
Manager’s affiliation with the Company, Manager may from time to time develop discoveries, 
inventions, improvements and ideas (collectively called "New Ideas") relating to the Company’s 
business. Manager agrees to disclose Manager’s New Ideas to the Company and agrees that any 
of those New Ideas which are applicable to the Company’s business will belong solely to the 
Company or HuHot.

7. Remedies. Manager agrees that in order to protect the Company’s interests if 
there is a breach or threatened breach of this Agreement, the Company will be entitled to obtain, 
in addition to any other remedy, a temporary or permanent injunction and consent order for 
specific performance of this Agreement, without being required to furnish a bond or other 
security. If an injunction is issued, but is later vacated. Manager agrees to waive any claim for 
damages as a result of the issuance of the injunction. Manager agrees that if Manager has any 
claims or causes of action against the Company arising out of Manager’s affiliation with the 
Company, such claims or causes of action will not constitute defenses to the Company’s 
enforcement of this Agreement. Manager further agrees to indemnify and hold the Company 
harmless from any loss or expense (including attorneys' fees) the Company incurs as a result of 
Manager’s breach of this Agreement.

8. Attorneys’ Fees. Manager agrees that if Company or HuHot prevail in any action 
to enforce this Agreement, Manager will pay Company’s and/or HuHofs reasonable attorneys’ 
fees in such action.

9. Enforceability. The Company and Manager both agree that if any provision of 
this Agreement is deemed too restrictive in scope, it will be deemed modified to be enforceable 
to the greatest extent permitted by law.

10. Third Party Beneficiary. The Parties acknowledge and agree that the 
Company’s franchisor, HuHot, is an intended third party beneficiarj' of this Agreement, and 
accordingly, that said HuHot, as well as the Company, shall have the right to enforce the 
provisions of this Agreement against Manager. The parties agree that this Agreement, including 
this provision that makes Franchisor an intended third party beneficiary, shall not create an 
employee or joint employee relationship between Franchisor and Manager, and that the 
employment relationship is strictly between the Company and Manager.

11. Waiver. If at any time with respect to any particular incident or breach, the 
Company does not exercise its rights under this or any similar Agreement, it will not preclude the 
Company from doing so in any same or similar situation that subsequently occurs.

COMPANY: MANAGER:

By: By:

Title:
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EXHIBIT D

FINANCIAL STATEMENTS

Attached as Exhibit D are the audited Financial Statements of HuHot as of December 25. 
2016. December 27. 2015, Dec:embc^--28,^M4-and December .2»,'28. 2014. The 
Franchisor's fiscal year end is the Sunday nearest December 31.
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Board of Directors
HuHot Mongolian Grills, LLC
Missoula, Montana

We have audited the accompanying financial statements of HuHot Mongolian Grills, LLC 
(a Delaware corporation), which comprise the balance sheets as of December 25, 2016 and 
December 27, 2015, and the related statements of income and member’s equity, and cash 
flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States 
of America; this includes the design, implementation, and maintenance of internal control 
relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error.

Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. 
We conducted our audits in accordance with auditing standards generally accepted in the 
United States of America. Those standards require that we plan and perform the audits to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide 
a basis for our audit opinion.



ANDERSON ZURMUEHLEN & CO., P.C,
CERIiFIED PUBLIC ACCOUNTANTS & BUSINESS ADVISORS

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of HuHot Mongolian Grills, LLC as of December 25, 2016 and 
December 27, 2015, and the results of its operations and its cash flows for the years then ended 
in accordance with accounting principles generally accepted in the United States of America.

Missoula, Montana 
April 3, 2017
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FINANCIAL STATEMENTS



HUHOT MONGOLIAN GRILLS, LLC 
BALANCE SHEETS

December 25, 2016 and December 27, 2015

ASSETS

CURRENT ASSETS

2016 2015

Cash and cash equivalents
Accounts receivable

$ 1,524,117 $ 1,043,525

Trade, net of allowance for doubtful accounts of 
$4,000 and $-0- in 2016 and 2015, respectively 435,470 284,708
Trade, related party 54,941 . 50,957

Due from related parties 31,859 44,429
Prepaid expenses 31.091 59.079

Total current assets 2.077,478 1.482.698

PROPERTY AND EQUIPMENT, NET 66.995 76.523

Total assets $ 2.144.473 $ 1.559.221

LIABILITIES AND MEMBER'S EQUITY

CURRENT LIABILITIES
Accounts payable $ 84,425 $ 82,573
Accrued expenses 730,960 585,31 1
Deferred revenue 35,000 10,000
Due to related parties 18,984 19,003
Current portion of notes payable 9.864 9.864

Total current liabilities 879.233 706.751

LONG-TERM LIABILITIES
Notes payable, net of current portion 9,863 19,727

9.863 19,727

MEMBERS' EQUITY 1.255.377 832.743

Total liabilities and members' equity $ 2.144.473 $ 1.559.221

The Notes to Financial Statements are an integral part of these statements.



HUHOT MONGOLIAN GRILLS, LLC 
STATEMENTS OF INCOME AND MEMBER’S EQUITY 

Years Ended December 25, 2016 and December 27, 2015

REVENUES
2016 2015

Initial franchise fees $ 40,000 $ 17,500
Franchise royalty fees 4.389.651 3.696.178

Total revenues 4,429,651 3,713,678

Selling, general and administrative 2.036.017 1.998.606

Income from operations 2.393.634 1.715.072

Net income 2,393,634 1,715,072

Member's equity, beginning 832,743 559,761

Less distributions 0.971.0001 0.442.0901

Member's equity, ending S 1.255.377 $ 832.743

The Notes to Financial Statements are an integral part of these statements.
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HUHOT MONGOLIAN GRILLS, LLC 
STATEMENTS OF CASH FLOWS 

Years Ended December 25, 2016 and December 27, 2015

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income
Adjustments to reconcile net income to net cash 

flows from operating activities:
Depreciation
Loss on disposal of equipment 

Changes in operating assets and liabilities: 
Accounts receivable, trade 
Prepaid expenses 
Due from (to) related parties 
Accounts payable 
Accrued expenses 
Deferred revenue 

Total adjustments

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES 
Proceeds from sale of property and equipment 
Purchase of equipment

Net cash flows from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES 
Payments on notes payable 
Distributions

Net cash flows from financing activities 

Net change in cash and cash equivalents 

Cash and cash equivalents, beginning of year 

Cash and cash equivalents, end of year

2016 2015

$ 2.393,634 $ 1.715.072

23,490 31,619
967 4,870

(154,746) 28,832
27,988 (30,100)
12,551 (19,920)

1,852 47,729
145,649 444,185
25.000 10.000
82.751 517.215

■2.476.385 2.232.287

500
05.4291 14.2071
04.9291 14.2071

(9,864) (9,864)
0.971,0001 0,442.0901
0,980,8641 0,451.9541

480,592 776,126

1.043.525 267.399

S 1.524.117 $ 1.043.525

The Notes to Financial Statements are an integral part of these statements.
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HUHOT MONGOLIAN GRILLS, LLC 
NOTES TO FINANCIAL STATEMENTS 
December 25, 2016 and December 27, 2015

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Nature of Business
HuHot Mongolian Grills, LLC (the Company) is a Montana limited liability company formed on 
August 30, 2001, to be a franchisor of Mongolian grill restaurants offering Asian-style cuisine 
cooked on a grill, using fresh meats, poultry, seafood, vegetables, and home-made sauces 
individually selected by the customer. The Company franchises restaurants under the name “Huhot 
Mongolian Grill” throughout the United States. In March 2012, the Company became a wholly- 
owned subsidiary of Mongolian Grill Restaurants, LLC (MGR) when the members of HuHot 
exchanged all membership units for membership units in MGR. MGR is also the sole member of 
Mongolian Grill Restaurants Operating Company, LLC (MGROC), a franchisee of the Company. 
Members are generally not liable for the debts and obligations of the Company.

Basis of Presentation
The accompanying financial statements are presented in accordance with accounting principles 
generally accepted in the United States of America (GAAP), as codified by the Financial 
Accounting Standards Board.

Fiscal Year
The Company’s fiscal year ends on the Sunday nearest December 31. Annual accounting periods 
are therefore generally comprised of 52 or 53 weeks. The fiscal years ended December 25, 2016 
and December 27, 2015 each consisted of 52 weeks.

Cash and Cash Equivalents
The Company considers all highly liquid debt instruments purchased with an original maturity of 
three months or less to be cash equivalents. From time to time, certain bank accounts that are 
subject to limited FDIC coverage exceed their insured limits. At December 25, 2016 and 
December 27, 2015, the Company had balances of $816,775 and $454,771 that exceeded FDIC 
coverage, respectively.

Accounts Receivable
Accounts receivable consist of amounts due for initial franchise fees, franchise royalty fees 
including marketing fees, and area development fees. Accounts receivable are stated at the amount 
management expects to collect from outstanding balances. Accounts for which no payments have 
been received for 90 consecutive days are considered delinquent and customary collection efforts 
are initiated. Management provides for probable uncollectible amounts through a provision for bad 
debts based on its assessment of the current status of individual account balances that are still 
outstanding. After management has used exhaustive collection efforts, accounts receivable are 
written off through a charge to the allowance for doubtful accounts. Collections on accounts 
previously written off are included in income as received.
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HUHOT MONGOLIAN GRILLS, LLC 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

December 25, 2016 and December 27, 2015

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Property and Equipment
Property and equipment consists of furniture, equipment, leasehold improvements and 
automobiles, which are stated at cost. All betterments over $2,500 are capitalized with all repairs 
and maintenance costs being expensed. Depreciation is being provided over tbe estimated useful 
lives of the related assets using the straight-line method over fifteen years for leasehold 
improvements, five to ten years for furniture and equipment, and five years for automobiles.

Deferred Revenue
Deferred revenue consists of payments received for initial franchise fees for which services have 
not yet been rendered.

Revenues
The Company grants franchises to operators who in turn pay initial franchise fees, continuing 
franchise royalty fees, and marketing fees.

The initial franchise fee is based on a set fee in the franchise agreement and is recorded as income 
when services required by the franchise agreement have been fulfilled. Typical required services 
are assisting in the opening of the franchised restaurant and training of initial franchisee 
employees. Initial franchise fees also include area development fees whereby rights are sold to 
develop, within a specific time period, a minimum number of franchised restaurants within a 
specified territory.

The continuing franchise royalty fees and marketing fees are based on a percent of gross revenues 
of the franchisee specified in the franchise agreement and are recognized based upon the revenues 
earned by the franchisees.

Advertising
The Company expenses advertising production and communication costs as they are incurred. 
Advertising expense was $50,511 and $9,816 for the years ended December 25, 2016 and 
December 27,2015, respectively.

Use of Estimates
The preparation of financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures. Actual results 
could differ from those estimates.

Income Taxes
The Company is a sole member limited liability company, which for tax purposes is a disregarded 
entity. The Company includes its taxable results with the results of its parent MGR, which is taxed 
as a partnership. Previous to March 20, 2012, the Company was taxed as a partnership on its own. 
Accordingly, any taxes owed on the net income of the Company are the responsibility of the 
members of MGR and HuHot Mongolian Grills, LLC before March 20, 2012. Therefore, no 
provision or liability for Federal or State income taxes related to the Company is included in these 
financial statements.
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HUHOT MONGOLIAN GRILLS, LLC 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

December 25, 2016 and December 27, 2015

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED!

Concentrations
Concentrations in franchise fee revenues and accounts receivable are as follows:

Percent of Percent of
Franchises Franchise Accounts

Owned Royalty Fees Receivable
At December 25, 2016;

One unrelated franchisee 21 47% 29%
MGROC 12 16% 7%
Total franchises sold 65

At December 27, 2015:
One unrelated franchisee 21 30% 23%
MGROC 10 16% 7%
Total franchises sold 63

Subsequent Events
Management has evaluated for subsequent events through April 3, 2017, the date the financial 
statements were available for issuance.

NOTE 2. RELATED PARTIES

There are various related party entities with which the Company has transactions. These related 
parties consist of entities with common ownership and owners of the Company and its parent. 
Transactions include purchased services for franchised restaurants and rent for a company office 
(see Note 6), which is leased with related party co-lessees. The related parties reimburse the 
Company for the proportional payroll of the employees who perform work for those parties. The 
Company also reimburses a co-lessee for the Company’s proportion of office expenses.

Certain related parties own and operate HuHot Restaurants, one of which does not operate under 
a franchise agreement, but nevertheless pays royalty fees to the Company. One related party does 
not pay royalty or marketing fees for one restaurant. In December 2012, MGROC purchased seven 
HuHot restaurants from an existing franchisee. One restaurant was subsequently sold to an 
unrelated party.

-8-



HUHOT MONGOLIAN GRILLS, LLC 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

December 25, 2016 and December 27, 2015

NOTE 2, RELATED PARTIES ICONTINUEDI

Related party transactions included in the statements of income are as follows:
2016

Franchise royalty and marketing revenues 
Operating expenses (receipts)
Rent

MGR and 
MGROC

$

Other
Related Parties

745,928
(591,696)

33,019

$ 576,330
17,257
15,120

2015
MGR and 
MGROC

; 564,662
(555,190) 

29,289

Other
Related Parties

$ 607,382
22,215
14,800

NOTE 3. FRANCHISE LOCATIONS

Franchise location information is summarized as follows:

Total
Franchised
Locations

Balance, December 28, 2014

Number 
of Locations 
in Operations

55

Franchises:
Sold
Reopened

Balance, December 27, 2015

3

m57

Franchises:
Sold
Ceased operations 

Balance, December 25, 2016

(a) Includes eighteen related party locations.
(b) Includes two related party locations.
(c) Includes twenty related party locations.
(d) Includes two related party locations.
(e) Includes twenty-two related party locations.

2
10

58
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HUHOT MONGOLI AN GRILLS, LLC 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

December 25, 2016 and December 27, 2015

NOTE 4. PROPERTY AND EQUIPMENT

Property and equipment consist of the following:

2016 2015

Furniture and equipment $ 60,896 $ 47,847
Leasehold improvements 24,119 24,119
Automobiles 152.320 152.320

237,335 224,286
Less accumulated depreciation (170.340) (147.763)

$ 66.995 $ 76.523

NOTE 5. NOTES PAYABLE

The Company has the following note payable:

Note payable with interest at 0%, monthly payments 
of $822, matures in 2018; secured by vehicle 

Less current portion 
Noncurrent portion

Future principal payments are as follows:

Fiscal Year Amount
$2017

2018
9,864
9.863

19.727

2016 2015

$ 49,727 $ 29,591
t9.8641 (9.864)
9.863 19.727

NOTE 6. COMMITMENTS 

Building Leases
The Company rents office space from a related party under an operating lease agreement which 
automatically renews annually for a one-year period. In addition to monthly rent, the Company 
and its co-lessee are obligated to pay insurance, property taxes, maintenance and other related 

expenses.

The Company also rents office space from an unrelated party under an operating lease agreement 
through December 31,2016, with a two year renewal option. In addition to monthly rent payments, 
the Company is obligated to pay its pro-rata share of taxes, assessments, landlord’s insurance and 
expenses relating to the common areas in the building.
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HUHOT MONGOLIAN GRILLS, LLC 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

December 25, 2016 and December 27, 2015

NOTE 6. COMMITMENTS (CONTINUED!

Total rent expense was $80,662 and $69,595 for the years ended December 25, 2016 and 
December 27, 2015, respectively. Amounts paid to related parties included in these totals were 
$15,120 and $44,089 for the years ended December 25,2016 and December 27, 2015, respectively.

NOTE 7. GUARANTEE OF RELATED PARTY INDEBTEDNESS

The Company is contingently liable as guarantor along with the Company’s parent (MGR) and 
certain officers of the Company with respect to indebtedness of MGROC. The guarantee relates to 
all debt presently due and that will in the future become owing to the lender. As of December 25, 
2016, the latest maturity date of such instruments was December 31, 2018. At any time through 
that date, should MGROC have overdue debt payments, the Company may be obligated to perform 
under the guarantee by primarily making the required payments, including late fees and penalties. 
The carrying amount of guaranteed debt was $3,520,304 and $3,306,339 at December 25, 2016 
and December 27, 2015, respectively. The Company assesses the payment/performance risk by 
analyzing the financial position of the related party. At December 25, 2016 and December 27, 
2015, no liability was recorded for this guarantee, representing the amount of 
payment/performance risk which the Company deems probable.
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Board of Directors
HuHot Mongolian Grills, ETC
Missoula, Montana

We have audited the accompanying financial statements of HuHot Mongolian Grills, LEG (a 
Delaware corporation), which comprise the balance sheets as of December 27, 2015 and 
December 28, 2014, and the related statements of income and member’s equity, and cash 
flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States 
of America; this includes the design, implementation, and maintenance of internal control 
relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error.

Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. 
We conducted our audits in accordance with auditing standards generally accepted in the 
United States of America. Those standards require that we plan and perform the audits to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide 
a basis for our audit opinion.
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ANDERSON ZURMUEHLEN & CO., P.C.
CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS ADVISORS

Opinion
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of HuHot Mongolian Grills, LLC as of December 27, 2015 
and December 28, 2014, and the results of its operations and its cash flows for the years then 
ended in accordance with accounting principles generally accepted in the United States of 
America.

Missoula, Montana 
March 22, 2016
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HUHOT MONGOLIAN GRILLS, LLC 
BALANCE SHEETS

December 27, 2015 and December 28, 2014

ASSETS

CURRENT ASSETS 
Cash and cash equivalents 
Accounts receivable

Trade, net of allowance for doubtful accounts of 
$0 and $104,535 in 2015 and 2014, respectively 
Trade, related party 

Due from related parties 
Prepaid expenses

Total current assets

PROPERTY AND EQUIPMENT, NET 

Total assets

LIABILITIES AND MEMBER'S EQUITY

CURRENT LIABILITIES 
Accounts payable 
Accrued expenses 
Deferred revenue 
Due to related parties 
Current portion of notes payable 

Total current liabilities

LONG-TERM LIABILITIES 

Notes payable, net of current portion

2015 2014

1,043,525 $ 267,399

286,457 320,544
49,208 43,953
44,429 28,830
59,079 28,979

19,727

1,482,698 689,705

76,523 108,805

$ 1,559,221 $ 798,510

$ 82,573 $ 34,844
585,311 141,126

10,000 -
19,003 23,324
9,864 9,800

706,751 209,094

29,655
19,727 29,655

MEMBERS' EQUITY

Total liabilities and members' equity

832,743 559,761

$ 1,559,221 $ 798,510

The Notes to Financial Statements are an integral pail of these statements.



HUHOT MONGOLIAN GRILLS, LLC 
STATEMENTS OF INCOME AND MEMBER’S EQUITY 
Years Ended December 27, 2015 and December 28, 2014

Revenues
2015 2014

Initial franchise fees $ 17,500 $ 78,500
Franchise royalty fees 3,696,178 3,386,130

Total revenues 3,713,678 3,464,630

Selling, general and administrative 1,998,606 1,872,246

Income from operations 1,715,072 1,592,384

Net income 1,715,072 1,592,384

Member's equity, beginning 559,761 805,372

Less distributions (1,442,090) (1,837,995)

Member's equity, ending $ 832,743 $ 559,761

The Notes to Financial Statements are an integral part of these statements.
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HUHOT MONGOLIAN GRILLS, LLC 
STATEMENTS OF CASH FLOWS 

Years Ended December 27, 2015 and December 28, 2014

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income
Adjustments to reconcile net income to net cash 

flows from operating activities:
Depreciation
Loss on disposal of equipment 
Changes in operating assets and liabilities: 

Accounts receivable 
Prepaid expenses 
Due from (to) related parties 
Accounts payable 
Accrued expenses 
Deferred revenue 

Total adjustments

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of property and equipment

Net cash flows from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES 
Payments on notes payable 
Distributions

Net cash flows from financing activities 

Net change in cash and cash equivalents

Cash and Cash Equivalents 
Beginning of year

End of year

2015 2014

$ 1,715,072 $ 1,592,384

31,619
4,870

32,484

28,832
(30,100)
(19,920)
47,729

444,185
10,000

517,215

166,476
(4,088)

284,995
(37,791)
(23,800)
(86,000)
332,276

2,232,287 1,924,660

(4,207)
(4,207)

(19,717)
(19,717)

(9,864)
(1,442,090)
(1,451,954)

(9,041)
(1,837,995)
(1,847,036)

776,126 57,907

267,399 209,492

$ 1,043,525 $ 267,399

The Notes to Financial Statements are an integral part of these statements.
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HUHOT MONGOLIAN GRILLS, LLC 
NOTES TO FINANCIAL STATEMENTS 
December 27, 2015 and December 28, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Nature of Business
HuHot Mongolian Grills, LLC (the Company) is a Montana limited liability company formed on 
August 30, 2001, to be a franchisor of Mongolian grill restaurants offering Asian-style cuisine 
cooked on a grill, using fresh meats, poultry, seafood, vegetables, and home-made sauces 
individually selected by the customer. The Company franchises restaurants under the name 
“Huhot Mongolian Grill” throughout the United States. In March 2012, the Company became a 
wholly-owned subsidiary of Mongolian Grill Restaurants, LLC (MGR) when the members of 
HuFIot exchanged all membership units for membership units in MGR. MGR is also the sole 
member of Mongolian Grill Restaurants Operating Company, LLC (MGROC), a franchisee of 
the Company. Members are generally not liable for the debts and obligations of the Company.

Basis of Presentation
The accompanying financial statements are presented in accordance with accounting principles 
generally accepted in the United States of America (GAAP), as codified by the Financial 
Accounting Standards Board.

Fiscal Year
The Company’s fiscal year ends on the Sunday nearest December 31. Annual accounting periods 
are therefore generally comprised of 52 weeks. The fiscal years ended December 27, 2015 and 
December 28, 2014 each consisted of 52 weeks.

Cash and Cash Equivalents
The Company considers all highly liquid debt instruments purchased with an original maturity of 
three months or less to be cash equivalents. From time to time, certain bank accounts that are 
subject to limited FDIC coverage exceed their insured limits. At December 27, 2015, the 
Company had balances of $454,771 that exceeded FDIC coverage. At December 28, 2014, the 
Company did not have any deposits in excess of FDIC coverage.

Accounts Receivable
Accounts receivable consist of amounts due for initial franchise fees, franchise royalty fees 
including marketing fees, and area development fees. Accounts receivable are stated at the 
amount management expects to collect from outstanding balances. Accounts for which no 
payments have been received for 90 consecutive days are considered delinquent and customary 
collection efforts are initiated. Management provides for probable uncollectible amounts through 
a provision for bad debts based on its assessment of the current status of individual account 
balances that are still outstanding. After management has used exhaustive collection efforts, 
accounts receivable are written off through a charge to the allowance for doubtful accounts. 
Collections on accounts previously written off are included in income as received.
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HUHOT MONGOLIAN GRILLS, LLC 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

December 27, 2015 and December 28, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED! 

Property and Equipment
Property and equipment consists of furniture, equipment, leasehold improvements and 
automobiles, which are stated at cost. All betterments over $2,500 are capitalized with all repairs 
and maintenance costs being expensed. Depreciation is being provided over the estimated useful 
lives of the related assets using the straight-line method over fifteen years for leasehold 
improvements, five to ten years for furniture and equipment, and five years for automobiles.

Deferred Revenue
Deferred revenue consists of payments received for initial franchise fees for which services have 
not yet been rendered.

Revenues
The Company grants franchises to operators who in turn pay initial franchise fees, continuing 
franchise royalty fees, and marketing fees.

The initial franchise fee is based on a set fee in the franchise agreement and is recorded as 
income when services required by the franchise agreement have been fulfilled. Typical required 
services are assisting in the opening of the franchised restaurant and training of initial franchisee 
employees. Initial franchise fees also include area development fees whereby rights are sold to 
develop, within a specific time period, a minimum number of franchised restaurants within a 
specified territory.

The continuing franchise royalty fees and marketing fees are based on a percent of gross 
revenues of the franchisee specified in the franchise agreement and are recognized based upon 
the revenues earned by the franchisees.

Advertising
The Company expenses advertising production and communication costs as they are incurred. 
Advertising expense was $9,816 and $5,941 for the years ended December 27, 2015 and 
December 28, 2014, respectively.

Use of Estimates
The preparation of financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect certain reported amounts and disclosures. Actual results 
could differ from those estimates.
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HUHOT MONGOLIAN GRILLS, LLC 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

December 27, 2015 and December 28, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Income Taxes
The Company is a sole member limited liability company, which for tax purposes is a 
disregarded entity. The Company includes its taxable results with the results of its parent MGR, 
which is taxed as a partnership. Previous to March 20, 2012, the Company was taxed as a 
partnership on its own. Accordingly, any taxes owed on the net income of the Company are the 
responsibility of the members of MGR and HuHot Mongolian Grills, LLC before March 20, 
2012. Therefore, no provision or liability for Federal or State income taxes related to the 
Company is included in these financial statements.

With few exceptions, the Company is no longer subject to examinations by federal and state tax 
authorities for years before 2012.

Concentrations
Concentrations in franchise fee revenues and accounts receivable are as follows:

At December 27, 2015:

Franchises
Owned

Percent of 
Franchise 

Royalty Fees

Percent of 
Accounts 

Receivable

One unrelated franchisee 21 30% 23%
MGROC 10 16% 7%
Total franchises sold 63

At December 28, 2014:
One unrelated franchisee 20 31% 17%
MGROC 9 15% 4%
Total franchises sold 60

Subsequent Events
Management has evaluated for subsequent events through March 22, 2016, the date the financial 
statements were available for issuance.
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HUHOT MONGOLIAN GRILLS, LLC 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

December 27, 2015 and December 28, 2014

NOTE 2. RELATED PARTIES

There are various related party entities with which the Company has transactions. These related 
parties consist of entities with common ownership and owners of the Company and its parent. 
Transactions include purchased services for franchised restaurants and rent for a company office 
(see Note 6), which is leased with related party co-lessees. The related parties reimburse the 
Company for the proportional payroll of the employees who perform work for those parties. The 
Company also reimburses a co-lessee for the Company’s proportion of office expenses.

Certain related parties own and operate HuHot Restaurants, one of which does not operate under 
a franchise agreement, but nevertheless pays royalty fees to the Company. One related party does 
not pay royalty or marketing fees for one restaurant. In December 2012, MGROC purchased 
seven HuHot restaurants from an existing franchisee. One restaurant was subsequently sold to an 
unrelated party.

Related party transactions included in the statements of income are as follows:

2015 2014

Franchise royalty and marketing revenues 
Operating expenses (receipts)
Rent

MGR and 
MGROC

$ 564,662
(555,190) 

29,289

Other
Related Parties

$ 607,382
22,215
14,800

MGR and 
MGROC

$ 491,265
(671,459) 

25,143

Other
Related Parties

$ 566,934
19,021 
13,920
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HUHOT MONGOLIAN GRILLS, LLC 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

December 27, 2015 and December 28, 2014

NOTE 3. FRANCHISE LOCATIONS

Franchised locations information are summarized as follows:

Total
Franchised
Locations

Balance, December 29, 2013 (a)

Franchises:
Sold
Reopened

Balance, December 28, 2014

Franchises:
Sold
Ceased operations 

Balance, December 27, 2015

(a) Includes sixteen related party locations.
(b) Includes two related party locations.
(c) Includes eighteen related party locations.
(d) Includes two related party locations.
(e) Includes twenty related party locations.

57

Number 
of Locations 
in Operations

3
TU

57

NOTE 4. PROPERTY AND EQUIPMENT

Property and equipment consist of the following:

2015 2014

Furniture and equipment 
Leasehold improvements 
Automobiles

Less accumulated depreciation

47,847
24,119

152,320
224,286

(147,763)

66,524
24,119

152,320
242,963

(134,158)
$ 76,523 $ 108,805
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HUHOT MONGOLIAN GRILLS, LLC 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

December 27, 2015 and December 28, 2014

NOTE 5. NOTES PAYABLE

The Company has the following note payable;

2015 2014

Note payable with interest at 0%, monthly payments 
of $822, matures in 2018; secured by vehicle $ 29,591 $ 39,455

Less current portion (9,864) (9,800)

Noncurrent portion $ 19,727 $ 29,655

Future principal payments are as follows:

Fiscal Year

2016
2017
2018

Amount

9,864
9,864
9,863

29,591

NOTE 6. COMMITMENTS 

Building Leases
The Company rents office space from a related party under an operating lease agreement which 
automatically renews annually for a one-year period. In addition to monthly rent, the Company 
and its co-lessee are obligated to pay insurance, property taxes, maintenance and other related 

expenses.

The Company also rents office space from an unrelated party under an operating lease agreement 
through December 31, 2016, with a two year renewal option. In addition to monthly rent 
payments, the Company is obligated to pay its pro-rata share of taxes, assessments, landlord’s 
insurance and expenses relating to the common areas in the building.



HUHOT MONGOLIAN GRILLS, LLC 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 

December 27, 2015 and December 28, 2014

NOTE 6. COMMITMENTS (CONTINUED)

Total rent expense was $69,595 and $57,949 for the years ended December 27, 2015 and 
December 28, 2014, respectively. Amounts paid to related parties included in these totals were 
$44,089 and $39,063 for the years ended December 27, 2015 and December 28, 2014, 
respectively.

The future minimum payments under the office lease are as follows:

Fiscal Year 

2016

Amount

40,820

NOTE 7. GUARANTEE OF RELATED PARTY INDEBTEDNESS

The Company is contingently liable as guarantor along with the Company’s parent (MGR) and 
certain officers of the Company with respect to indebtedness of MGROC. The guarantee relates 
to all debt presently due and that will in the future become owing to the lender. As of 
December 27, 2015, the latest maturity date of such instruments was December 31, 2018. At any 
time through that date, should MGROC have overdue debt payments, the Company may be 
obligated to perform under the guarantee by primarily making the required payments, including 
late fees and penalties. The carrying amount of guaranteed debt was $3,306,339 at 
December 27, 2015. The Company assesses the payment/performance risk by analyzing the 
financial position of the related party. At December 27, 2015 and December 28, 2014, no 
liability was recorded for this guarantee, representing the amount of payment/performance risk 
which the Company deems probable.
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EXHIBIT E-1

LIST OF HUHOT RESTAURANTS AS OF DECEMBER 31. 301^2016

Franchised (38):

Iowa (10)

Franchisee: FRC Group*
Brendan Crowley & Luke Wilson 
HuHot Mongolian Grill 
752 N 4^^179“' Street 
Omaha, NE 68154 
(402) 697-0057

Address of Restaurants:

703 S Duff Ave.. Ste. 105 
Ames, lA 50010 
(515)233-7191

4100 University Avenue 
Suite 101-104
West Des Moines, lA 50265 
(515)457-9090

4229 South Lakeport 
Sioux City, lA 51106 
(712)224-3400

917 25* Avenue 

Coralville, lA 52241 
(319) 358-9100

3120 Manawa Center ReadRd.. Ste. 100 
Council Bluffs, lA 51503 
(712)309-0100

CollegeCedar Square Mall 
6301 University Avenue 
Cedar Falls, lA 50613 
(319) 553-1100

Lindale Mall 
4444 U' Ave, NE

Cedar Rapids, lA 52402 
(319)393-6000

2310 SE Delaware Avenue 
Ankeny, lA 50021 
(515) 963-7860

555 J.F. Kennedy Road 
Kennedy Mall #685 
Dubuque, lA 52002 
(563) 513-3121

3006 East 53^^ Street 
Davenport, lA 52807 
(563-1359-0011

Kansas (3)

Franchisee: FRC Group*
Brendan Crowley & Luke Wilson 
HuHot'Mongolian Grill 
752 N 459*179!! Street 
Omaha, NE 68154 
(402) 697-0057 .

Address of Restaurants:

5900 SW Hunton ReadStreet 
Topeka, KS 66604 
(785) 271-8190

Manhattan Town Center Mall 
Manhattan, KS 66502 
(785) 320-7320

C:\DOC\C716\3244\FDD 2017\FDD20I7.004 multistate redlined from FDD20I6.003 multistate.docx



2035 N. Rock Road 
i Wichita. KS 6722^67206 

(316) 558-3630

Minnesota 0)

Franchisee: Tricor Enterprises, LLC 
Matt Cory
1888 Summit Dr NE 
Rochester, MN 55906 
(507) 993-5124

Address of Restaurant;

102 Apache Mall 
Rochester, MN 55902 
(507) 206-4422

Missouri (4)

Address of Restaurant;

Battlefield Mall 
2825 South Glenstone 
Springfield, MO 65804 
(417)882-0300

Franchisee: Mongol Grills, LLC 
Mona and Leron Wagner 
3728 W. Broadmoor Street 
Springfield, MQ 65807

(417)368-0144

Address of Restaurant

Frcinchisee; Sirius Hospitality, LLC 
Tom Smith
HuHot Mongolian Grill 
401 East Locust Street, Suite 300 
Columbia, MO 65201 
(573)449-5515

Address of Restaurants:

3802 Buttonwood Drive 
Columbia, MO 65201 
(573) 874-2000

12675 Olive Blvd.
St Louis, MO 63141 
(314)392-9696

1804 Range Line 
Joplin, MO 64804 
(417-1624-4000

Montana (1)

Franchisee: W & W Ventures 
Mona Wagner 
3728 W. Broadmoor Street 
Springfield, MO 65807 
(J06) 755 /|3-5?
(417) 368-0144

Address of Restaurant:

130 Hutton Ranch Road 
Kalispell, MT 59901 
(406)755-0757

Nebraska (5)

Franchisee: FRC Group*
Brendan Crowley & Luke Wilson 
HuHot Mongolian Grill 
752 N 459*179^ Street 
Omaha, NE 68154 
(402) 697-0057

C:\DOC\C716\3244\FDD 2017\FDD2017.004 multistate redlined from FDD2016.003 multistate.docx

Franchisee: L&M Family Restaurants, Inc.
Mona Wagner
3728 W. Broadmoor Street
Springfield, MO 65807
(417) 368-0144



2712 S. Columbia ReadRd.. Ste. 400 
Grand Forks, ND 58201 
(701) 757-4171

Address of Restaurants:

710 North 444*^120^: Street

(402) 498-8890

201 North 66‘'^ Street 
Lincoln, NE 68505 
(402) 464-1100

17660 Wright Street 
Omaha, NE 68130 
(402) 408-3300

990 South 72"^* Street 
Omaha, NE68114 
(402)933-9550

2525 Pine Lake Road #200 
Lincoln, NE 68512 
402-405-0200

North Dakota (3)

Franchisee: :M:0ngrill.-4He:PeDtex 
Bryon Itterman
Box 60, 14 Second Avenue SE 
Aberdeen, SD 57402 
(605) 229-2005 Ex 19

Address of Restaurants:

1801 45‘” Street SW 

Fargo, ND 58103 
(701) 478-4688

Oklahoma (2)

Franchisee: Treadwell Grills of Tulsa, LLC
Mike Treadwell
3880 W. Battlefield
Springfield, MO 65807
(417) g'i8-61-07883-3600 xl20

Address of Restaurant:

6746 S. Memorial 
Tulsa, OK 74133 
(918)459-5346

Franchisee: Zoom Sales, Inc.
Brandon Parker
2601 Stratton Drive. EdmondPO Box 721081
OKC, OK 4464473172
(405)301-1269

Address of Restaurant:

2501 W. Memorial RoadRd... #126 
Entrance iW
Oklahoma City, OK 73134 
(405) 748-3777

South Carolina (2)

Franchisee: Treadwell Grills of Tulsa, LLC
and Treadwell Grills of SC. LLCEnterprises
Mike Treadwell
3880 W. Battlefield
Springfield, MO 65807
(417) 818 6107883-3600 x120

Address of Restaurants:

409 S. 3"^" Street,
Bismarck, ND 58504 
(701) 751-2800
C:\DOC\C716\3244\FDD 2017\FDD2017.004 multistate redlined from FDD2016.003 multistate.docx

1260-A8 Bower Parkway 
Columbia, SC 29212 
(803)407-3868



1025 Woodruff Rd. Set J105^ 
Greenville, SC 29607 
(864) 603-3161

South Dakota (3)

Franchisee: FRC Group*
Brendan Crowley & Luke Wilson 
HuHot Mongolian Grill 
752 N 459*127!!; Street 
Omaha, NE 68154 
(402) 697-0057

Address of Restaurants:

1745 Eglin Street - Suite 990 
Rapid City, SD 57701 
(605-1791-5555

2101 West4E‘ Street 
Sioux Falls, SD 5949557105 
(605)334-7400

5430 Arrowhead Parkway 
Sioux Falls East, SD 57110 
(605)221-1200

Texas (1)

Franchisee: David Gilchrist 
■and-Tom-McWethy 
588549eZavaterS«fe-44)2 
Be?e557
Mogo Grills. I.LC 
12710 11:1 W.Ste. 100 
San Antonio, TX 7^34978230 
(210-1240-4178

Address of Restaurant:

5885-Deaavala^Suite-402
Be?e557

12710 IH W. Ste. 100 
San Antonio, TX 7S24978230 
(210-240-4178) 641-1288

Utah (1)

Franchisee: Kawali Enterprises Limited, LLC 
Robert md Adam Hawkes 
3042 N 1400 E
North Logan, UT M34484321-1600 
(435) 881-1277

Address of Restaurant

660 S. Main Street 
Logan, UT 84321 
435-213-3586

Wisconsin (2)

Franchisee: Tricor Enterprises, LLC 
Matt Cory
5413-E[ighgi-eve4:after44W 
1888 Summit Dr. ME 
Rochester, MN -5590455906 
-(507) 993-5124

Address of Restaurants

Valley View Mall
3800 State 44wyRpad 16 Unit 148
LaCrosse, W1 54601
(608) 5^781-2636

ITanchisee: Pentex 
Brv'on Itterman

C:\DOC\C716\3244\FDD 2017\FDD2017.004 multistate redlined from FDD2016.003 multistate.docx



Box 60.14 Second Avenue SE 
Aberdeen, SD 57402 
(605 ) 229-2005 Ex 19

3805 S. Oakwood Mall Drive 
Eau Claire, WI 54701 
(715)834-2222

* This Franchisee became the owners through 
transferan acquisition of tlie ownership of 
CC W, LLC in 2016.

Franchise Agreements signed as of
12/31/16, but Restaurant not open in 2016 f

Wisconsin (1)

William Trevorrow 
El 0720 Delton Road 
Baraboo. WT 53913

C:\DOC\C716\3244\FDD 2017\FDD2017.004 multistate redlined from FDD2016.003 multistate.docx



EXHIBIT E-2

Affiliate-Owned (1921):

Colorado (671

Affiliate: Hot Grills. Inc. 
223 East Main: Street 
1001 SW Higgins, Ste. 103 
Mssoula, MT §^TO598()3 
(406) 2-5j--316>4926-21()4

Address of Restaurants:

249 South College Avenue 
Fort Collins, CO 80525 
(970)416-0555

Affiliate: Top Tier Colorado, EEC 
223 East Main Street 
Missoula, MT 59802 
(406) 251-4303

Address of Restaurants:

7790 N. Academy Blvd.
Colorado Springs, CO 80920 
(719) 598-4044

5843 Constitution Avenue 
Colorado Springs, CO 80915 
(719) 574-6647

The Orchard Town Center 
14697 Delaware Street 
Westminster, CO 80023 
(303) 450-4648

7450 W. 52"‘* Avenue 

Arvada, CO 80002 
303-423-6585

3698 S Hatches Ct.
Sheridan, CO 80110 
(303)761-2951

8336 Northfield Blvd.. # 1600 
Denver. CO 80238 
(303) 307-1448

Indiana (2)

Affiliate: Mongolian Grill Restaurant 
Operating Company, EEC 
3507 Ringsby Court Unit 112 
Denver, CO 80216 
(303) 297-1200 .
223 E. Main St.
Missoula. MY 59802 
(406) 251-4303

Address of Restaurants:

The Pavillions 
100 S. Creasy Lane 
Lafayette, IN 47905 
(765) 447-8903

2550 East 3™ Street, 
Bloomington, IN 47401 
(812) 339-7882

Montana (2)

Affiliate: Hot Grills. Inc.

1001 SW Higgins. Ste. 103 
Missoula. MT 59803 
(406) 25T 3461926-2104

Address of Restaurant:

1806 King Avenue West

C:\DOC\C716\3244\FDD 2017\FDD20I7.004 multistate redlined from FDD2016.003 multistate.docx



Billings, MT 59102 
(406) 656-8822

Affiliate: Montana Pizza, Inc.
223 Ecist Main Street 
MissoiiirMT.59^^
HuH0t-M0ng€4i-an-€i-i41 
223-East Main-Street
Missoula, Mfi.§9802
(406) 8-29-8m251-4303

Address of Restaurant:

223-East-Main-Sti=eet 
3521 Brooks St.
Missoula, MT 59802 
(406) 829-8888

Utah (2)

Affiliate: Hot House. LLC
Mary Halkvrau-£ffld--N4i6hael-Ellffigheuse
28-lMk?-lten-L-aee
1001 SW Higgins, Ste. 103
Missoula, MT __59803
(406-»44-00-42) 926-2104

Address of Restaurant

10835 South State Street 
Sandy, UT 84070 
801-572-2209

Affiliate: Mongolian Grill Restaurant 
Operating Company. LLC
3-§E?44Ergsby--€0-ttrt-EtmoM^^
14ee¥eiy-€0-b21-6
(3Q3>2-9?.1-200
223 E. Main St.
Missoula. MT 59802 
(406)251-4303

Address of Restaurant

693 North 920 East 
Spanish Fork, UT 84660

801-798-5528

Washington (1)

Affiliate: Hot Grills. Inc.
223 East-Mai n-Street 
1001 SW Higgins., Ste. 103 
Missoula, MT #9gfi259803 
(406) 251-3'16-1926-2104

Address of Restaurant:

11703 E. Sprague Ave., Ste.Bl 
SpokaneWafiey, WA 99206 
(509) 891-8711

Wisconsin (67)

Affiliate: Mongolian Grill Restaurant 
Operating Company. LLC 
35Q7 Ringsby Court Unif-4-1-2 
:Be:nver.-GO k>244
(303)-29?.4200
223 E. Main St.
Missoula. MT 59802 
(406)251-4303

Address of Restaurants:

3456 West College Avenue 
Appleton, WI 54914 
(920) 257-2555

2621 South Oneida ^tfeetSt. Ste. 103 
Ashwaubenon, WI 54304 
(920) 405-8888

610 Junction RoadRd... Ste. 101 
Madison, WI 53717
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(608) 827-7110

7214 Green Bay Road 
Suite 100
Kenosha, W1 53142 
(262) 697-8522

4530 Rib Mountain ReadPr. 
Wausau, WI 54401 
(715) 298-5517

2059 Witzel Ave 
Oshkosh, Wl 54904 
(920) 237-5555
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2431 Milton Ave. 
Janesville. W1 53545 
(608)743-9501
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EXHIBIT E-3

Terminated Franchise Agreements duririe 20IS and 2016 (1):

There were no tenninated Franchise Agreements during 204A2016.

In 2016, the following franchisee teHsferi-ed-alf 'its fKffl acquired by FRC Group, which
became the holding company of CCW, LLC. Two of tlie original members of CCW. LLC cu~e 
act ively involved in the operation and management of the restaurants to FRG Group.

CCW, LLC 
Gayle Carstens 
Omaha, NE 
402-677-2124 (cell)

NOTE: If you buy this franchise, your contact information may be disclosed to other buyers when 
you leave the franchise system.
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Preliminary Agreements signed as-ef 12/31/1S; 

but Restaurant not open in 2015 (2):

Missouri-444

L&L-Operations lie:
Will LaFee and Adam Lovegreeu 

1220 Timber Creek Dr- 
Gape Girardeau; M-0-f>3-7Q 1

Wiseeasm414
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fa^B€MseAgee»eflts-sigfte4^-s-ef43/^M-S^ 

to-Rest-auraftt-not open-iH 201'5'(0):-

NeHer

C:\DOC\C716\3244\FDD 2017\FDD2017.004 multistate redlined from FDD2016.003 multistate.docx



Terminated Franchise Agreements - Never Opened (30152016):

None

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

C:\DOC\C716\3244\FDD 2017\FDD2017.004 multistate redlined from FDD2016.003 multistate.docx



Si
^Ti
T" ioCl

o

4^

4!

I



Area Developers TemiRated-as of December 31,2015:

NOTIS: If you buv' this fraHchise, yorir contaet inforniation may be-4isclese4-l:o other-buyers when you leave
the franchise systeni.



EXHIBIT F

LIST OF STATE AGENCIES/AGENTS FOR SERVICE OF PROCESS

Listed here are the names, addresses and telephone numbers of the state agencies having responsibility for 
franchise disclosure/registration laws and/or our agents for service of process.

State State Administrator Agent for Service of Process

California

Illinois

Minnesota

New York

Jan Lynn Owen 
Commissioner of Business 
Oversight
California Department of Business 
Oversight
320 West 4th Street #750 
Los Angeles, CA 90013-2344 
(213) 576-7500 
Toll Free #; 866/275-2677

Lisa MadigmTi ___
Illinois Attorney (jeneral 
500 South Second Street
SpiiigfieldriL 62706...
(217) 782-4465

Commissioner of Commerce 
Minnesota Dept, of Commerce 
85 7th Place East 
Suite 500
St. Paul, MN 55101 
(612) 296-4026

Office of the New York State 
Attorney General 
Investor Protection Bureau 
Franchise Section 
120 Broadway, 23'^‘* Floor 
New York, NY 10271-0332 
(212) 416-8236 Phone 
(212)416-6042 Fax

Los Angeles:
California Commissioner of Business 
Oversight
320 West Fourth Street 
Los Angeles, CA 90013-2344

Illinois Attorney General 
500 South Second Street 
SpringfieicL 11. 62706

Minnesota Commissioner of 
Commerce 
85 7th Place East 
Suite 500
St. Paul, MN 55101

Attention: New York Secretary of 
State
New York Department of State 
One Commerce Plaza 
99 Washington Avenue, 6*'^ Floor 
Albany, NY 12231 
(518) 473-2492



North Dakota Karen Tyler
Securities Commissioner 
North Dakota Securities Department 
600 E. Boulevard Avenue, 5th Floor 
Bismarck, ND 58505-0510 
(701)328-2910

North Dakota Securities 
Commissioner
600 E. Boulevard Avenue, 5th Floor 
Bismarck, ND 58505

South Dakota Michael J. Youngberg 
Department of Labor and 
Regulation
124 S. Euclid, Suite 104 
Pierre, SD 57501 
(605) 773-4823

Director of South Dakota Division of 
Securities
124 S. Euclid, Suite 104 
Pierre, SD 57501

Washington Bill Beattv

Wisconsin

Securities Administrator 
Dept, of Financial Institutions 
S ecurit ies_ Diy ision 
P.O. Box. 9m 
Oivmpia, WA 98507-9033 

(360) 902-8760

Patricia Struck 
Administrator, Division of 
Securities
Department of Financial Institutions 
P.O.Box 1768 
Madison, WI 53701-1768 
(608) 266-8559

Director
Washington. Department of Financial
Institutions
Securities Division
150 Israel Rd.SW
Tumwater WA 98501
(360) 902-8760 '

Wisconsin Commissioner 
Securities

345 W. Washington 
Fourth Floor 
Madison, WI 53703
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EXHIBIT H

POINT-OF-SALE COMPUTER SYSTEM 
AND OTHER COMPUTER HARDWARE AND SOFTWARE

Computer Hardware Location/Use Brand Name Name, Business Used by Us
Address and Telephone and/or Our
Number Franchisees

Since:
Pentium PE 700, Restaurant Back of Name Brand PC Aloha, 1320 Tennis 1999
96MB S-DRAM, 3.5", House/POS File Configured by Drive, Bedford, TX
50x CD-ROM, 10GB 
HD, 56k modem

Server Aloha Rep 76022 (817)252-9499

Pentium Celeron 111 Restaurant Front of Name Brand PC Aloha, 1320 Tennis 1999
800+ MHz, 64 MB S- House/POS Entry Configured by Drive, Bedford, TX
DRAM, 3.5", 50x CD- 
ROM, 10 GB HD, 56k 
modem

Tenuinal Aloha Rep 76022 (817)252-9499

Pentium Celeron 111 Restaurant Front of Name Brand PC Aloha, 1320 Tennis 1999
800+ MHz, 64 MB S- House/POS Entry Configured by Drive, Bedford, TX
DRAM, 3.5", 50x CD- 
ROM, 10 GB HD, 56k 
modem

Terminal Aloha Rep 76022 (817)252-9499

Imac G3, 333 MHz 96 Restaurant Apple Apple Computer Inc., 1 1999
MB Ram, 24x CD- Office/Bookkeeping Infinite Loop, Cupertino,
ROM, 10GB HD, 56k CA 95014
modem (408) 996-1010
Imac G3, 333 MHz 96 Home Apple Apple Computer Inc., 1 1999
MB Ram, 24x CD- Office/Bookkeeping Infinite Loop, Cupertino,
ROM, 10GB HD, 56k CA 95014
modem (408) 996-1010
15" SVGA Monitor Restaurant Back of Name Brand PC Apple Computer Inc., 1 1999

House/Monitor for Configured by Infinite Loop, Cupertino,
POS File Server Aloha Rep CA 95014 

(408) 996-1010
Flat Screen Touch Restaurant Front of Name Brand PC Aloha, 1320 Tennis 1999
Screen Monitor House/POS Entry Configured by Drive, Bedford, TX

Terminal Aloha Rep 76022 (817)252-9499
Flat Screen Touch Restaurant Front of Name Brand PC Aloha, 1320 Tennis 1999
Screen Monitor House/POS Entry Configured by Drive, Bedford, TX

Terminal Aloha Rep 76022 (817)252-9499
Epson Inkjet Printer □ Restaurant Epson Kilroy Airport Way, 1999
PC compatible Office/POS Report Long Beach, CA 90806

Printer (800) 922-8911
Samsung SRP-350 Restaurant Front of Samsung Challenger Road, 1999
Thermal Printer House/POS Entry Ridgefield Park, NJ

Terminal 07660 (201)229-4000
Samsung SRP-350 Restaurant Front of Samsung Challenger Road, 1999
Thermal Printer House/POS Entry Ridgefield Park, NJ

Terminal 07660 (201)229-4000
Samsung 270 Auto Restaurant Samsung Challenger Road, 1999
Kitchen Printer Bar/Remote Printer Ridgefield Park, NJ



Computer Hardware Location/Use

Samsung 270 Auto 
Kitchen Printer

Samsung 270 Auto 
Kitchen Printer

Epson Stylus Color 
Printer □ Mac 
compatible 
Epson Stylus Color 
Printer □ Mac 
compatible 
Iomega Jaz 1 GB 
Backup Drive, 
external, Mac 
compatible 
Iomega Jaz 1 GB 
Backup Drive, 
external, Mac 
compatible 
Aloha POS software

When To Manage 
software

Microsoft Office 
software (Mac version)

Restaurant Prep
Room/Remote
Printer
Restaurant Wok 
Line/Remote Printer

Restaurant
Office/Report
printing
Home Office/Report 
printing

Restaurant
Office/Backups

Home
Office/Backups

Restaurant POS 
Software

Restaurant POS 
integration software

Processing, 
spreadsheets and 
presentation

Microsoft Office Processing,
software (Mac version) spreadsheets and 

presentation

Quark Xpress software Home 
(Mac version) Office/Desktop

publishing and 
production

File Maker pro Home
software (Mac version) Office/Database 

integration

Quickbooks Pro Home
software (Mac version) Office/Accounting 

and record keeping

Brand Name

Samsung

Samsung

Epson

Epson

Iomega

Iomega

Aloha

WhenToManage
Restaurant
Solutions
Microsoft

Microsoft

Quark

Claris

Intuit

Name, Business 
Address and Telephone 
Number

Challenger Road, 
Ridgefield Park, NJ 
07660 (201)229-4000 
Challenger Road, 
Ridgefield Park, NJ 
07660 (201)229-4000 
Kilroy Airport Way, 
Long Beach, CA 90806 

(800) 922-8911 
Kilroy Airport Way, 
Long Beach, CA 90806 

(800)922-8911 
Iomega Corp., 1821 W. 
Iomega Way, Roy, UT 
84067 (801) 778-3144

Iomega Corp., 1821 W. 
Iomega Way, Roy, UT 
84067 (801) 778-3144

Aloha, 1320 Tennis 
Drive, Bedford, TX 
76022 (817)252-9499 
2232 S. Main St., #405 
Ann Arbor, MI 48103 
(888) 316-8861 
Microsoft, One 
Microsoft Way, 
Redmond, WA 98052- 
6399 (425) 882-
8080
Microsoft, One 
Microsoft Way, 
Redmond, WA 98052- 
6399 (425) 882-
8080
Quark Inc., 1800 Grant 
Street Denver, CO 
80203 (303) 894-8888

FileMaker P.O. Box 
58168 Santa Clara, CA 
95052-8168 
(408) 987-7000 
Intuit, 2535 Garcia 
Avenue, Mountain View, 
CA 94043 (650) 944- 
6000

Used by Us 
and/or Our 
Franchisees 
Since:
1999

1999

1999

1999

1999

1999

1999 □ current 
version

Current
version

1999 □ current 
version

1999 □ current 
version

1999 □ current 
version

current version

current version



EXHIBIT I TO FRANCHISE DISCLOSURE DOCUMENT 

GENERAL RELEASE (sample)

(to be signed upon renewal or assignment of the franchise)

In consideration of the consent by HuHot Mongolians Grills, L.L.C. (“Franchisor”) to the 
assignment by (“Franchisee”) of Franchisee’s Franchise Agreement
datedto__________________ (“Assignee”), and for other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, Franchisee 
does hereby forever release, discharge and hold Franchisor, its officers, agents, employees, 
shareholders, guarantors, successors, and assigns, on behalf of themselves, their heirs, executors, 
administrators, officers, agents, employees, shareholders, guarantors, successors and assigns, 
harmless from and against any and all claims, causes of action, demands, damages, costs, suits, 
obligations, negligence, misrepresentations, omissions, and fraud, whatsoever, in law or in 
equity, arising out of any relationship with one another whether contractual, or otherwise which 
they now have, for, upon, or by reason of any matter, cause or thing whatsoever, at any time prior 
to the date of this General Release, which release is not limited to claims relating to the franchise 
agreement being assigned by the Franchisee.

This general release extends to any and all claims, known or unknown, the existence of which 
Franchisee may not know or suspect as of the date of executing this document, it being 
Franchisee’s understanding and intent that Franchisee is releasing Franchisor from any and all 
liability to Franchisee. Further, Franchisee has had an opportunity to seek advice from legal 
counsel and is executing this general release with full knowledge of its legal effect.

DATE:

FRANCHISEE:

WITNESS:
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EXHIBIT J TO FRANCHISE DISCLOSURE DOCUMENT

State Addenda

The following pages in this Exhibit J are State Addenda, applicable to you only if that state’s law 
applies to your franchise.

California, Illinois. Minnesota, New York, North Dakota, and Wisconsin
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EXHIBIT J
HUHOT MONGOLIAN GRILLS, L.L.C.

ADDENDUM TO FRANCHISE DISCLOSURE DOCUMENT 
FOR THE STATE OF CALIFORNIA

The HuHot Mongolian Grills, L.L.C. Franchise Disclosure Document for use in the State of
California is modified in accordance with the following:

1. ALTHOUGH THESE FRANCHISES HAVE BEEN REGISTERED UNDER THE 
FRANCHISE INVESTMENT LAW OF THE STATE OF CALIFORNIA, SUCH 
REGISTRATION DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION OR 
ENDORSEMENT BY THE COMMISSIONER OF CORPORATIONS NOR A FINDING BY 
THE COMMISSIONER THAT THE INFORMATION PROVIDED HEREIN IS TRUE, 
COMPLETE AND NOT MISLEADING.

2. THE CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES THAT A COPY OF 
ALL PROPOSED AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE BE 
DELIVERED TOGETHER WITH THE FRANCHISE DISCLOSURE DOCUMENT.

3. THE FRANCHISOR 
DEBT.

IS A CO-GUARANTOR FOR AN AFFILIATE’S $3.3 MILLION

4. THE FRANCHISE AGREEMENT AND AREA DEVELOPMENT AGREEMENT 
GONTAINCONTAINS PROVISIONS WHICH MAY LIMIT FRANCHISEE’S RIGHTS 
INCLUDING BUT NOT LIMITED TO: A LIMITATION OF ACTIONS, WAIVER OF 
PUNITIVE DAMAGES, WAIVER OF JURY TRIAL AND CLASS ACTION WAIVER.

5. The California Franchise Investment Law requires a copy of all proposed agreements relating 
to the sale of the franchise be delivered together with the Franchise Disclosure Document 
(“FDD”).

6. Item 3 of the Franchise Disclosure Document on "Litigation" is amended by the addition of the 
following:

Neither the Franchisor, nor any person or franchise broker in Item 2 of the UFOC is subject 
to any currently effective order of any national securities association or national securities 
exchange, as defined in the Securities Exchange Act of 1934, 15 U.S.C.A. 78a et seq., 
suspending or expelling such persons from membership in such association or exchange.

7. Item 6 of the Franchise Disclosure Document on “Other Fees” is amended by the addition of 
the following:

The highest interest rate allowed in California is 10%
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8. California Business and Professions Code 20000 through 20043 provides rights to the 
franchisee concerning termination or non-renewal of a franchise. If the franchise agreement 
contains a provision that is inconsistent with the law, the law will control.

9. The franchise agreement provides for termination upon bankruptcy. This provision may not 
be enforceable under federal bankruptcy law. (11 U.S.C.A. Sec. 101 et seq.).

10. The franchise agreement contains a covenant not to compete which extends beyond the 
termination of the franchise. This provision may not be enforceable under California law.

11. The franchise agreement requires binding arbitration. The arbitration will occur at Missoula, 
Montana, with the costs being borne by the losing party.

12. Prospective franchisees are encourage to consult private legal counsel to determine the 
applicability of California and federal laws (such as Business and Professions Code Section 
20040.5, Code of Civil Procedure Section 1281, and the Federal Arbitration Act) to any 
provisions of a franchise agreement restricting venue to a forum outside the State of 
California.

13. The franchise agreement requires application of the laws of Montana. This provision may 
not be enforceable under California law.

14. Seetion 31125 of the California Corporations Code requires us to give you a disclosure 
document, in a form containing the information that the commissioner may by rule or order 
require, before a solicitation of a proposed material modification of an existing franchise.

15. You must sign a general release if you renew or transfer your franchise. California 
Corporations Code §31512 voids a waiver of your rights under the Franchise Investment Law 
(California Corporations Code §§31000 through 31516). Business and Professions Code 
§20010 voids a waiver of your rights under the Franchise Relations Act (Business and 
Professions Code §§20000 through 20043).

16. “The financial performance representations in Item 19 do not reflect the costs of sales, 
operating expenses, or other costs or expenses that must be deducted from the gross revenue 
or gross sales figures to obtain your net income or profit. You should conduct an independent 
investigation of the costs and expenses you will incur in operating your franchise business. 
Franehisees or former franchisees, listed in the Disclosure Document, may be one source of 
this information.”

17. OUR WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE CALIFORNIA 
DEPARTMENT OF BUSINESS OVERSIGHT. ANY COMPLAINTS CONCERNING THE 
CONTENTOF THIS WEBSITE MAY BE DIRECTED TO THE CALIFORNIA 
DEPARTMENT OF BUSINESS OVERSIGHT at www.corp.ca.gov.
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HUHOT MONGOLIAN GRILLS, L.L.C.
ADDENDUM TO THE FRANCHISE AGREEMENT 

FOR THE STATE OF CALIFORNIA

This addendum to the Franchise Agreement is agreed to this  day of
________ _____________________ , 20____, between HUHOT MONGOLIAN GRILLS, L.L.C.
(Franchisor) and
(Franchisee) to amend said Agreement as follows:

Paragraph 2.b. of the Franchise Agreement on Renewal and Section 16 of the Franchise 
Agreement on Termination by Franchisor for Cause are amended by the addition of the 
following language to the original language that appears therein:

"California Business and Professions Code Sections 20000 through 20043 provide rights to 
the franchisee concerning termination or nonrenewal of a franchise. If the franchise 
agreement contains a provision that is inconsistent with the law, the law will control."

Section 17.d. of the Franchise Agreement on Covenant Not to Compete is amended by the 
addition of the following language to the original language that appears therein:

"The Franchise Agreement contains a covenant not to compete which extends beyond the 
termination of the franchise. This provision may not be enforceable under California law."

Section 16 of the Franchise Agreement on Termination by Franchisor for Cause is amended 
by the addition of the following language to the original language that appears therein:

"The Franchise Agreement provides for termination upon bankruptcy. This provision may 
not be enforceable under federal bankruptcy law (11 U.S.C.A. Sec. 101 et seq.)."

Paragraph 19.e. of the Franchise Agreement on Governing Law of the Agreement is 
amended by the addition of the following language to the original language that appears 
therein:

"The Franchise Agreement requires application of the laws of the State of Montana and that 
Franchisee bring litigation in the State of Montana. This provision may not be enforceable 
under California law."

Paragraph 19.f. of the Franchise Agreement on Waiver of Jury Trial is amended by the 
addition of the following language to the original language that appears therein:

“The Franchise Agreement contains a waiver of jury trial clause. This provision may not be 
enforceable under California law."

Paragraph 19.1. of the Franchise Agreement on Mandatory and Binding Arbitration is 
amended by the addition of the following language to the original language that appears 
therein:
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“The Franchise Agreement requires binding arbitration. The arbitration will occur in 
Montana with the costs being borne by the losing party. Prospective franchisees are 
encouraged to consult private legal counsel to detemiine the applicability of California and 
federal laws (such as Business and Professions Code Section 20040.05, Code of Civil 
Procedure Section 1281, and the Federal Arbitration Act) to any provisions of a franchise 
agreement restricting venue to a forum outside the State of California.”

In witness whereof, each of the undersigned hereby acknowledges having read this Addendum, 
understands and consents to be bound by all of its terms, and agrees it shall become effective the 

day of, 20______________________________ .

Franchisor;
HUHOT MONGOLIAN GRILLS, L.L.C.

Franchisee;

By:_
Title:

By;
Title:
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[State of lllinoisi

ADDEl^DUM TO HUHOT MONGOLIAN GRILLS, L.L.C.
FRANCHISE DTSCT.OSTJRR DOCUMENT

FOR THE STATE OF ILLINOIS

The HuHot Mongolian Grills. L.L.C. Franchise Disclosure Document for use in the State of Illinois 
is modified in accordance with the following:

1. -Item 17.V. "Choice of Forum" tmd 17.w. "Choice of Law" are subiect to 815 ILCS
I 705/4 and 705/41 of the Illinois Franchise Disclosure Act.
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Exhibit J 
[State of llliiioisl

ADDENDUM TO TH&AREjAPE¥EUOP-MENTHUHOT MONGOLIAN GRILLS. L.L.C.
FRANCHISE AGREEMENT 

---------FOR THE STATE OF GAtTFORMAILLINOIS

This adde-H-d-aBa.h.ddeiiduni to the Afea.:Pew-l€H:>me-fttFraiichise Agreement is agreed to this
..... ................. day of ......... -.......... ..........................T
20------, , between HUHQT..MQNGQfelAM' • GRILLSHuHot Mongolian Grills. L.L.C.
(£[Franchisor)-aBd-

fBevelepe-H*') and ("Franchisee") to amend
saidaid revise the Franchise Agreement asTeliows:

4~==Seet4en''8'ef4he^--Area-Develepfflent AgreemeHt--anTeaaBmatim-%¥-Fmti€his^^^^
amended4)¥Ah&a«Mi4ieB-a#4ieA©hwd»g4angeaged»Abe-rrrigfflalAaftgHage-4hat-appears
thereim

---------^a-14femia-Sasfflesa-aHdTAefess4eftS--€e€te'SectieHS 2d00Q tbre«gh-dd04d--prmdd€a4ght-s---te
the..Be\'eleper—aeRee-ffling-Ae-rfflinati-ea..er.nonrenewal...of--a..traiiehise.—tf-4he.Adrea
De¥ekrp]ne:Ht'Agreemen-t-6c>ntaiBaai?fe¥i-&km4hat4s--ffl€ei^sNte:iAw4th4be--tew^
eeHteh"

2-.------ Seatien—Mh—of the Area--Be\'el:epment Agreeinmt----ei¥--€<rveiaaRt Net—te
Ceametedated . 20 , in the followine respects:

1. Paragraph 19.e. (Govei’ning Law/Consent to J urisdiction ) is amended by the addition of the 
following language;

This provision is void with respect to any cause of action which otherwise is enforceable in 
Illipois pursuant to Section 4 of the Illinois Franchise ^Disclosure Act.

______Notwithstanding the foregoing, claims arising under the [llinois Franchise Disclosure Act of
1987 shall be brought in any court in the state of Illinois with subject matter and personal 
jurisdiction in the particular matter.

2. INragraph 19.f (Waiver of Juh' Trial) is hereby modified bv addin<g the Ibllowing to the
eri-gi:BaFteii:guage'tto--aB^ thereof:

However, the waiver in this iiaragraph 19.f. shall not apply to the extent 
prohibited bv Section 705/41 of tire Illinois Franchise Disclosure Act of 
1987 or Illinois Regulations at Section 200.609.

3. -----------The-Area.Pev-elepHrent.Agreemfent contains-ri-em-enaBt.net.t€>.eonrpete which
exteads-EewHddhe4eHninat4eir--&f--the--fFcffleh4se.-..^Paragraph 19.g (Limitatiop. of Claims) is hereby
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modified by adding the foUowing to the end thereof:

^This provision may not be enforceable ■undeF-€alifemta-]a\\^lo tbe extent that it 
applies to claims brought under the Illinois Franchise Disclosure Actf

4. Paragraph 19.1.ii (waiver of punitive damages), is hereby modified by adding the followina 
to the end thereof:

However, the waiver in this paragraph 19.1.ii relating to exemplary or 
punitive damages) shall not apijlv to tire extent prohibited by Section 
705/41 of the Illinois Franchise Disclosure Act of 1987 or Illinois 

■ ReRulations at Section 200.609.----- c.----------------------------------------------------------

5. Paragraph 21 of the Franchise Agreement is hereby modified bv adding the following 
mu'agraph to the end thereof:

"Nothing contained in Paragraph 21 shall constitute a waiver under the 
Illinois Franchise Disclosure Act."

m WITNESS WHEREOF
3?===Section S-ef the-Area Development Agreement on Termination by Franchisor'for Cause is

amended -by.the-addition-ef the.following langtiage t(:>-the-eH-gi-naI langiiage-'that appears
dra^ei-n:

---------"?be..Ai¥a---Dev€l-(jpneHt---Agre€nieHt -previdea-for.termination..ujxm..bankraptcy.—This
provision nia')' net be enforceable-ander federal bankrnptcv law' (f l.l-J-.-S-.€:A-r-Se€v 1-91.et

In witness—wbe:reef, each of the undersigned hereby acknowledges having read this 
Addendum, understands and consents to be bound by all of its terms, and agrees it shall become 
effective the.......................day-ef—........... ..... .. 7-2-0—.... -ras of the date first above written.

Franchisor:
HuHot Mongolian Griiis. L.L.C.

Developer Franchisee:
JbMQT^ONGOLlAMGRIDfcSyL.LvG;

.......................................................-...—
Corporate S i gnature
.A Montana limited liabilitv corapanv

Bv: Bv;

Title:- Title:
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Individual. Signatures:
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Exhibit J 
[State of Minnesota]

HUHOT MONGOLIAN GRILLS, L.L.C.
ADDENDUM TO FRANCHISE DISCLOSURE DOCUMENT 

and FRANCHISE AGREEMENT 
FOR THE STATE OF MINNESOTA

The HuHot Mongolian Grills, L.L.C. Franchise Disclosure Document and Franchise Agreement for 
use in the State of Minnesota is modified in accordance with the following:

1. Item 13 of the Franchise Disclosure Document on "Trademarks" and Section 5 of the Franchise 
Agreement are amended by the addition of the following language to the original language that appears 
therein:

"In the event Franchisee’s right to the use of any name, mark or commercial symbol 
licensed hereunder is the subject of any claim, suit or demand (a "threat"), Franchisor 
shall either defend Franchisee against the threat or indemnify Franchisee from any loss, 
costs or expenses arising therefrom, provided and on condition. Franchisee:

A. delivers to Franchisor prompt written notice of the threat;
B. grants Franchisor written authorization to take unrestricted control over the 

defense and settlement of the threat with counsel of its choice;
C. did not cause or give rise to the threat due to a material failure to comply with 

Franchisor's previously communicated trademark usage requirements;
D. cooperates promptly and fully with Franchisor in the defense, mitigation, and/or 

settlement of the threat; and
E. does not Jeopardize or compromise any right, defense, obligation or liability of 

Franchisor, by making any statement to, or entering into any agreement with, 
the threatening party which does not have the advance written consent of 
Franchisor, unless required by applicable law."

2. Item 17 of the Franchise Disclosure Document is amended by the addition of the following 
language to the original language that appears therein:

"With respect to franchises governed by Minnesota law, Franchisor will comply with 
Minn. Stat. Sec. 80C.14, Subd. 3, 4 and 5 which require, except in certain specified 
cases, that a franchisee be given 90 days’ notice of termination (with 60 days to cure) 
and 180 days’ notice for non-renewal of the franchise agreement."

"Minnesota Law prohibits franchisors from requiring its franchisees to prospectively 
assent to a release, assignment, novation, waiver or estoppel which purports to relieve 
any person from liability. Therefore, Franchisee shall not be required to agree to 
subsequently execute a general release of any and all claims against Franchisor and its 
affiliates, their officers, directors, employees and agents."
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"Minn. Stat. Sec. 80C.21 and Minn. Rule Part 2860.4400J prohibit us from requiring 
litigation to be conducted outside Minnesota. In addition, nothing in the Franchise 
Disclosure Document or agreement can abrogate or reduce any of your rights as 
provided for in Minnesota Statutes, Chapter 80C, or your rights to any procedure, 
forum, or remedies provided for by the laws of the jurisdiction."

3. Paragraph 2.b. of the Franchise Agreement on Renewal and Section 16 of the Franchise 
Agreement on Termination are amended by the addition of the following language to the original 
language that appears therein;

"Minnesota law provides franchisees with certain termination and non-renewal rights.
Minn. Stat. Sec. 80C.14, Subd. 3, 4 and 5 require, except in certain specified cases, that 
a franchisee be given 90 days’ notice of termination (with 60 days to cure) and 180 
days’ notice for non-renewal of the franchise agreement. These provisions of 
Minnesota law are hereby incorporated by reference in this Agreement."

4. Paragraph 18.e. of the Franchise Agreement on Governing Law/Consent to Jurisdiction is 
amended by the addition of the following language to the original language that appears therein:

"Minn. Stat. Sec. 80C.21 and Minn. Rule Part 2860.4400J prohibit the Company from 
requiring litigation to be conducted outside Minnesota. In addition, nothing in the 
Franchise Disclosure Document or agreement can abrogate or reduce any of 
Distributor's rights as provided for in Minnesota Statutes, Chapter 80C, or Distributor's 
rights to any procedure, forum, or remedies provided for by the laws of the 
jurisdiction."

5. Paragraph 18.f of the Franchise Agreement on Waiver of Jury Trial is deleted in its entirety.

6. Paragraph 18.g. of the Franchise Agreement on Limitations of Claims is amended by the 
addition of the following language to the original language that appears therein:

"The statute of limitations under the Minnesota Stat. 0800.17 Subd. 5 shall govern 
for actions brought under that law."

In witness whereof, each of the undersigned hereby acknowledges having read this Exhibit, 
understands and consents to be bound by all of its terms, and agrees it shall become effective the 

day of, 20_________________________________ .

Franchisor:
HuHot Mongolian Grills, L.L.C.

Franchisee:

By:_
Title:

By:
Title:
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Exhibit J 
{State of Minneseta]

-HUHQT MQNGOfcEAN GRILLS, L.L.C.
-------------------- ADDENDUIVI TO AREA DEVELOPMENT AGREEMENT

POESfflE STATE-QEMINNESOTA

The bfahiot -iv4e:Hgei-ian Gfills. ErL-G. Area Development.Agreement for us©..in. the..State..ef
IN4inn.es0ta is-Hiedifiedin a€-e<>rdaHee 'With the foyowing:

T-------Section 8 of-the Af-ea DevelopiTm^t Agreement is ame^ided by the addition of tite-foilowing
language to tlie original language that appears therein:

----------Minneseta taw prcHades tyanehisees vvith-eertain terna-nation and non renewal rights.
Minn-. -Stat. Sec. SOG.l i, Subd. and S require. except in certain speeitied-eases.-that 
a franehisee-be given 90 da)'s~ notice of termination {with 60 days to cure) and 180 
days' notice for non renewal of the franchise agreement.—These provisions-of . 
Minnesota l»v are hereby incorporated by reference in this .Agreement--"

tn..witness wh©reofe-each--ef the-ande-fsigned-hereby ack-newledges having Fead.tins Exhibit.
■understands aad-consents te-be bound by-ail of-its-terms.' ai^-agrees-it' shah-beeetae effeetive-the 
................ ' ...day o#............................... 7-20 .... ;

Franchisor: -Developer:

Byw
Title^ -Dtter
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E-xMbrt4 
New York

HuHot Mongolian Grills, L.L.C.
ADDENDUM TO FRANCHISE DISCLOSURE DOCUMENT 

FOR THE STATE OF NEW YORK

The Offering Prospectus for HuHot Mongolian Grills, L.L.C. (“Franchisor”) for use in the State of 
New York is modified in accordance with the following:

1. All references made here to a Franchise Disclosure Document shall be amended to Offering 
Prospectus.

2. The following risk factor is added to the State Cover Page

THE FRANCHISEE WILL BE REQUIRED TO MAKE AN ESTIMATED INITIAL 
INVESTMENT RANGING FROM $782,000 TO $1,954,000. THIE HIGHER AMOUNT 
EXCEEDS THE FRANCHISOR’S STOCKHOLDERS EQUITY AS OF DECEMBER 27, 
2015, WHICH WAS $832,743.

3. Item 3 of the Offering Prospectus on "Litigation" is amended by the addition of the 
following:

"Neither Franchisor, its predecessor, any person identified in Item 2, or an affiliate 
offering franchises under the Franchisor’s principal trademark:

A. has an administrative, criminal or civil action pending against that person 
alleging: a felony; a violation of a franchise, antitrust or securities law; fraud, 
embezzlement, fraudulent conversion, misappropriation of property; unfair or 
deceptive practices or comparable civil or misdemeanor allegations; or significant 
actions in the context of the number of franchises and the size, nature or financial 
condition of the franchise system or its business operations.

B. has been convicted of a felony or pleaded nolo contendere to a felony charge 
or, within the 10-year period immediately preceding the application for registration, 
has been convicted of or pleaded nolo contendere to a misdemeanor charge or has 
been the subject of a civil action alleging violation of a franchise, antitrust, 
antifraud, or securities law; fraud, embezzlement, fraudulent conversion or 
misappropriation of property; or unfair or deceptive practices or comparable 
allegations.

C. is subject to a currently effective injunctive or restrictive order or decree relating 
to the franchise, or under any Federal, State or Canadian franchise, securities, 
antitrust, trade regulation or trade practice law, resulting from a concluded or 
pending action or proceeding brought by a public agency; or is subject to any
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currently effective order of any national securities association or national securities 
exchange, as defined in the Securities and Exchange Act of 1934, suspending or 
expelling such person from membership in such association or exchange; or is 
subject to a currently effective injunctive or restrictive order relating to any other 
business activity as a result of an action brought by a public agency or department, 
including, without limitation, actions affecting a license as a real estate broker or 
sales agent.”

4. Item 4 of the Offering Prospectus on "Bankruptcy" is amended to read as follows:

"Neither the Franchisor, its affiliate, its predecessor, officers, or general partner 
during the 10-year period immediately before the date of the offering prospectus:
(a) filed as debtor (or had filed against it) a petition to start an action under the U.S. 
Bankruptcy Code; (b) obtained a discharge of its debts under the bankruptcy code; 
or (c) was a principal officer of a company or a general partner in a partnership that 
either filed as a debtor (or had filed against it) a petition to start an action under the 
U.S. Bankruptcy Code or that obtained a discharge of its debts under the U.S. 
Bankruptcy Code during or within 1 year after the officer or general partner of the 
franchisor held this position in the company or partnership.

5. Item 17 of the Offering Prospectus on "Renewal, Termination, Transfer and Dispute 
Resolution" is amended by the addition of the following:

"Franchisor will not assign its rights and obligations to a transferee unless in its 
reasonable judgment the transferee is able to fulfill Franchisor's obligations under its 
Franchise Agreement."
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Exhibit J 
New York

HuHot Mongolian Grills, L.L.C. 
ADDENDUM TO THE FRANCHISE AGREEMENT 

FOR THE STATE OF NEW YORK

20__between HuHot
_(Franchisee) to amend

This Addendum is to a Franchise Agreement dated
Mongolian Grills, L.L.C. (“Franchisor”) and_____
said Agreement as follows:

1. Paragraph 2.b. of the Franchise Agreement on Renewal and Paragraph 14.b. of the 
Franchise Agreement on Transfer by Franchisee amended by the addition of the following language 
to the original language that appears therein:

"All rights enjoyed by the Franchisee and any causes of action arising in its favor 
from the provisions of Article 33 of the General Business law of the State of New 
York and the regulations issued thereunder shall remain in force; it being the intent 
of this proviso that the non-waiver provisions of GBL Section 687.4 and 687.5 be 
satisfied."

2. Paragraph 14.a. of the Franchise Agreement on Transfer by Franchisor shall be amended by 
the addition of the following language to the original language that appears herein:

"However, Franchisor shall not assign its rights and obligations to a transferee 
unless in its reasonable Judgment, the transferee is able to fulfill the Franchisor's 
obligations under its franchise agreements."

3. Paragraph 19.e. of the Franchise Agreement on Governing Law/Consent to Jurisdiction 
shall be amended by the addition of the following language to the original language that appears 
therein:

"The foregoing choice of law shall not be considered a waiver of any right conferred 
upon the Franchisee by the provisions of Article 33 of the General Business Law of 
the State of New York."
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IN WITNESS WHEREOF, each of the undersigned hereby acknowledges having read this 
Addendum, understands and consents to be bound by all of its terms, and agrees it shall become 
effective this__day of, 20_______________ .

Franchisor:
HUHOT MONGOLIAN GRILLS, L.L.C.
a Montana limited liability company

Franchisee: 
Corporate Signature)

By:_________
Title:________
Date Accepted:

By:_______
Title:_____
Date Signed:

Individual Signatures:

C:\DOC\C716\3244\FDD 2017\FDD2017.004 multistate redlined from FDD2016.003 multistate.docx



The Franchisor represents that this offering prospectus does not 
knowingly omit any material fact or contain any untrue statement of 
a material fact.
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Exhibit J 
[State of North Dakota]

HUHOT MONGOLIAN GRILLS, L.L.C. 
ADDENDUM TO FRANCHISE DISCLOSURE DOCUMENT 

FOR THE STATE OF NORTH DAKOTA

The HuHot Mongolian Grills, L.L.C. Franchise Disclosure Document for use in the State of North 
Dakota is modified in accordance with the following;

1. Item 17, c. of the Franchise Disclosure Document on "Requirements for you to renew or 
extend" is amended by the addition of the following:

"The execution of a general release upon renewal shall be 
. inapplicable to franchises operating under the North Dakota 
Franchise Investment Law."

2. Item 17, r. of the Franchise Disclosure Document on "Non-competition covenants after the 
franchise is terminated or expires" is amended by the addition of the following:

, "Covenants not to compete such as those mentioned above are
generally unenforceable in the State of North Dakota."

3. Item 17, u. of the Franchise Disclosure Document on "Dispute resolution by arbitration or 
mediation" shall be amended by the addition of the following:

"Arbitration of disputes with franchises operating under the North 
Dakota Franchise Investment Law shall be at a location mutually 
agreeable to the parties."

4. Item 17, v. of the Franchise Disclosure Document on "Choice of forum" shall be amended 
by the addition of the following:

"The consent to the jurisdiction of the courts of the state of Montana 
shall be inapplicable to franchises operating under the North Dakota 
Franchise Investment Law."

Item 17, w. of the Franchise Disclosure Document on "Choice of law" shall be amended by 
the addition of the following:

"Paragraph 19.e. of the Franchise Agreement on "Governing 
Law/Consent to Jurisdiction" is inapplicable to franchises operating 
under the North Dakota Franchise Investment Law."
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Exhibit J 
[State of North Dakota]

HUHOT MONGOLIAN GRILLS, L.L.C. 
ADDENDUM TO THE FRANCHISE AGREEMENT 

FOR THE STATE OF NORTH DAKOTA

’20_________________between HuHot
_(Franchisee) to amend said Agreement as

This Addendum is to a Franchise Agreement dated
Mongolian Grills, F.F.C. and__________________
follows:

1. The execution of a general release upon renewal shall be inapplicable to franchises 
operating under the North Dakota Franchise Investment Faw.

2. Section 17.d. of the Franchise Agreement on "Covenant Not to Compete" is amended by the 
addition of the following language to the original language that appears therein:

"Covenants not to compete such as those mentioned above are 
generally unenforceable in the State of North Dakota."

3. Paragraph 19.e. of the Franchise Agreement is hereby amended to read as follows:

d. Governing Law/Consent to Jurisdiction. All matters relating to arbitration 
shall be governed by the Federal Arbitration Act (9 U.S.C. □ 1 ^ Except to the 
extent governed by the United States Trademark Act of 1946 (Lanham Act, 15 U.S.C.
Section 1051 et seg.), other federal law, or North Dakota law, this Agreement and the 
Franchise shall be governed by the laws of the State of Montana. Franchisee agrees 
that Franchisor may institute any action against Franchisee to enforce the provisions of 
this Agreement in any state or federal court of general jurisdiction in the State of 
Montana, or in the judicial district court in the State of North Dakota in which 
Franchisee has its principal place of business. Franchisee irrevocably submits to the 
exclusive jurisdiction of such courts and waives any objection he may have to either the 
jurisdiction or venue of such court.

4. Paragraph 19.f of the Franchise Agreement on Waiver of Jury Trial is deleted in its entirety.

5. Section 19.g. of the Franchise Agreement on "Fimitation of Claims" is deleted in its
entirety.

6. Section 19.1. of the Franchise Agreement on "Mandatory and Binding Arbitration" shall be 
amended in part as follows:

"Arbitration of disputes with franchises operating under the North 
Dakota Franchise Investment Law shall be at a location mutually 
agreeable to the parties."
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In witness whereof, each of the undersigned hereby acknowledges having read this Addendum, 
understands and consents to be bound by all of its terms, and agrees it shall become effective this 
day of, 20_______________ .

Franchisor:
HuHot Mongolian Grills, L.L.C.
A Montana Limited Liability Company

Franchisee: 
Corporate Signature:

corporation

By:_
Title:

By:
Title:

Individual Signatures:
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Exhibit J
[State of WiseoftsiftWashington]

HUHOT MONGOLIAN GRILLS, L.L.C. 
ADDENDUM TO THE FRANCHISE AGREEMENT 

FOR THE STATE OF WISCQNSINWASHINGTON

, 20______ between HuHot
(Franchisee) to amend said

This Addendum is to a Franchise Agreement dated
Mongolian Grills, L.L.C-. and________________
Agreement byas follows:

1. The State of Washington has a Statute. R.CW 19.100.180 which may supersede the 
franchise agreement with the franchisor including the fellowi-tig 'kmguage-t-areas of termination and 
renewal of voui' francliise. There may also be court decisions which may supersede the fi'anchise 
agreement in your relationship within the franchisor including the ttreas of tennination and resiewal 
of vour fcmchise.

\

---------Th.e--Wiseensi:nG^-aiF li^ealership.Law..Chapter 135 of the Wiscons-in"Stafute&- siipersedes2.
In any arbitration involving a franchise purchased in Washington, the arbitration site shall

be either in Washington or in a place as nuitiiallv agreed upon, at the time of the arbitration, or as 
determined by the ttrbitrator.

3. In the event of a conlhct of laws, the provisions of the Washington Franchise Contract or 
Agreement'iflnvestment fhotection Act, Chaptei' 19.100 RCW shall prevail.

4. A release or waiver of rights executed by a franchisee shall not include rights under the 
Washington Franchise Protection Act except when executed pursuant to a negotiated settlement 
after the agreement is in eftect and where the parties are reDresented by independent counsel. 
Provisions such previsieHS ' are-in eenflict-with as those which unreasonably restrict or limit the 
statute of limitations period for claims under the Act, rights or remedies under the Act such as a 
right to a iuiT trial mav not be enforceable.

5. 1 ransfer fees are collectable to the extent that iawthev reflect the franchisor's reasonable 
estimated or actual costs in effecting a transfer.

6. The undersigned does hereby acknowledge receipt of this addendum.
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In witness whereof, each of the undersigned hereby acknowledges having read this Addendum, 
understands and consents to be bound by all of its terms, and agrees it shall become effective the 

day of, 20______________________________ .

Franchisor: Franchisee:
HuHot Mongolian Grills, L.L.C. Corporate Signature:
A Montana Limited Liability Company

corporation

By: Bv:
lltle: Title:

Individual Signatures:
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Exhibit J 
[State of Wi SCO ns ini

HUHQT MONGOLIAN GRILLS. LX.C. 
ADDENDUM TO THE FRANCHISE AGREEMENT

FOR THE STATE OF WISCONSIN

This Addendum is to. a Franchise Agi-eement dated . 20 between I IiiHot
Moneolian. Grilis. L.L.C.. and (Franchisee) to amend said
Agreement bv including the following language:

The Wisconsin Fair Dealership Law, Chapter 135 of the Wisconsin Statutes 
supersedes tmy provisions of tlie Franchise Contract or Agreement if such 
provisions 'di'c in conflict with that law.

In witness whereof, each of the undersigned hereby acknowledges liaving read this Addendum., 
understands and consents to be bound bv all of its ternis. and agrees it shall become effective the 
___________ day of_______________ . 20

Franchisor:
HuHot Mongolian Grills, L.L.C.

Franchisee:

By:_
Title;

By:
Title:
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Exhibit K

AREAPEVEfcOP-MENT AGREEMENT-

grills, leg

PEVELOPER

DA^'E QE-AGREEMENT:

NOTE: In this document, for convenience sake only, pronouns used in referring to-Deveieper are
"he,” " hHaj"..er—-bis;"—Pfanehisor does not in any manner wish to imply- that -enly males are
qrolifiedy-sukah-le;-..e^—appfepriete..for the..franchise deseribed.. in this—Area—Be¥eiepment
Agreement. Franehisor—dees set mtend by 4ts- ase of male pronouns to-exelude-females from- 
oonsideration, and k eneearages-applioants of heth gender s.
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AREA DEVELOPMENT AGREEMENT

- this AGREEMENT is-fflade and entered iiite-tliis
20- 3-by-ae4-betweea.HIJHQT-M QRILLSjELCr'a-Ndoiitarm-limteiMi^^
ceaipany..with 4-ts-pHi^ipal offiee at-223—East.Maitt..Street;..Missoula...Meafema..-5-98Q2;-(tbe
"Franchisor") aiid- :^%ese-pr4fteipaF-addfe-ss-b

(“.Qevelopef").

-F- -RECITALS

---------A:------ FraiicJlisor fraiiehises certain RestauraBts.knewa as..HuHot..Mongolian GFitls.
devoted pi'imtn'dy’.te.cywHing and operating sit-dow'n.restauraats offering.Asian ■style caisine
cooked on-a grilF-usingdbesh raeatS;^^ fish, seafood, vegetabteav-and-saiieesH-HdividHally
seleeted- by the eastomer:.Such -RestauKfflts are ■operated-tiBd&i-eertaiH--tradenrarks, service fflarks.
leges.cffld-ether-commercial symbol Sr-tHehidiag. without 1 invitation,.'■'■HuHet-MengetiaH-CArld^^
pluS'design (collectively the "Afarks")'aH4-parsuant u>-ceAaiiv^enfideBtial-iRfeaiatk)H:-aad---t^^^^
secrets. Sach Restaurmts..ttre—operated..with-amiform..ferffl-atS;..designs.—systeiBS;..arethods,
specifications. sferndM-ds-and-]^^ .all oF-whielr-iaay -be..i-mpFeved. farther develope4-er
etbcr^4se'modificd'fk>m-time to4iffleby---F

---------&------Franchisor..has decided -tO' grant to persons who meet.FrrtnchisorVrC|cai:il4ci:rfio-H:S
aad-whe-are willing to ■aadertakc-the i-avestnient and c-lFert. the right-tO" establish and' develop a 
namber oFHaHoFMongolian Grill Restaurants within a-defined geographical- area.

---------Gr.----- Developer..aclvnowledgeS' that...he- has..read -this Affeefflerrt--c4ad---FmBchiser' ^̂
Franchise Disclosure Doeumeat-and that he understands cmd-acceptS' the temiSTCorifiitiens-^^^^
covenants.contained in this AgreemenF-as-being reasonably necessary' to iBaintain-iAanelhsor-s
high-standards -oF.quality-.and—rjervice-aad..the..■nnifermity-of.those..standards at..all 1 Ini lot
Mongo 1 i an-Gri 1 l-Restaurants-in -order to-protect ■and-preserve the goodwi 11 of FtreAfar-ksT

---------ft----- I>eveloper-acknewi:edges-that he has c-enducted..an independent investigation of
the.business.eentemplated by this Agreement and recognizes that, like any" other business, the
nat-ure-oFthe-busmess cenducted-by Huftot-hdengolian-Grifi.Restaurmts-may-evelve-and'change
overFime-rthat an-iH:vesteent-in-a-:HoHot-Mongoiian-GfilFRe.staurant4a¥el:ves-business-risks-a
that-the-s«eces&-otAhe-s*eHFHreAs-hH=geft-4ependeHt-opon-the-h«siHess-ahihties-an4-et¥brts--of
fteveloperr

------------------Franehiser-expre^My-diselaimrAhe-niialfing-efrand Developer-aeknowledges-that
he-has net.receA-ed.or-relied upon:; ' any.warranty: or.gi-iarrtnty-—express.or-irnplied—as.te-Fhe
revenues, - profi.ts-or success of dre- business-ventitre contemplated ■byAhis--Agreenientrftevei^^ 
aeknowiedges that-he has not received or relied on -any-representation:S-;-vvTitten o:r oral-rak>nFFh:e
fi^anchise-by.Franchison-or-its oFficeiSr-directors, employees.or agentsHhat-are--contraFy- toFhe
stateBren-ts--rHade-i-B.FraHc-hi-s-er-%-Pranehise.Diseles-ur-e.Docirme-nt-.or-Fe-the.terms.here-i-n-and
tai-rFher-represents-te--Franchisor,-as--an-inducement-to it-s----entryinto--th-i-s-/\g-reearen-t--Fhat----fteve-ioper
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bafi—-H^ksrepreseRtatiens— oral. to Fraiich i ser i n his applleatien -for—the
development rights granted ■■hereui%4e0--------

%-------DEFINITIONS

---------A:------Exefesi-ve-A-r-eaT-.■'■■'Exelusive-Area" shall mem the ■geeeraBbical are-a-deseribe^d.in
BxEibrt-ArattacEe4-heret»0nd4ne0}perate4AeFei:n by refeFe.nc-eT-N^e---Exclusi\ Area -as deseribed
in4i->4tibit- A inay-be;.at tbe.request-ef Dev'eloper. replaced with' another-aFea-deemed.available
fe>0development by FranchiseFiflAs-soie judgn^nb.In'Suebevent-r'BxhlbiAAshall-be-aeTieRded to
deaeAbe-tbe-substitHted twaTmd dbdevelepment'rights and exclusi\dty gi-imted hereunder-fer the
original area defi ned ■ on -Exhibit A.wil 1 term iHate-amd-sh-a^^^^^.be.ex4e-Bded-te-the mew-E'Xe Insivc
Arear

---------E-.------Pe:¥e-loBffleBt-Pet-io4—"Deveiopment Period''- skdE-mean each-peAed eE-dme
defined as-a Development-Period.in-See-tion-3..ef-EKhibit.B. attaehed-.her-eto mid incorporated.

fefereneor

—-------G:------Franehise A-oreemenP ■"FraHehise Agreement'' 'Sha4miean the -then-eurrent 4orm of
agreements (including'without limitation. -franchise agreement'and-my ex-bibits, riders, subleases
or—eollateral assignments of leases—or—ou-bleases; shareholder giiarcmtees- and—preliminary
agreementS 'Used. in.eonneetien therewith)-eustofflarily used.by Franchisor in the.gr-aRting-oE-a
femchise for the €>wnership and operation of a HuHot Mongolian Grill Restaurmt except the
initial Franchise fee shall be as-set forth'in PM-agraph 'A.B. below. Attached to Franehiser's
Franchise "Disclosure Document is a copy of the ciarent forffl eh-Eranehiae- Agree-fflent.
DEVEEQP-E-R—ACKNQ\^^’LEDGES—THAT—THE—AGREEMENT—ATTAGHED—TO

IRTHEGURREEff FORM OF
FRANCHISE AGREEMENT AND-THAT FRANCHISOR; AT EPS SOLE DISCRETION BUT 
SUBJECT TO THE EXPRESS PROVISIONS CONT/MNED HEREIN: MAY FROM TIME TO 
TIME MODIFY OR AMEND IN ANY RESPECT THE STAND APT) FORM OF FRANCHISE
AGREEMENT. COSTOK4ARIL\MdSED4N.GRANTING A "FIUHOT MONGOEIAN GRILL
RESTAURANT" FRANCHISE.

---------IT------Developer..The term "Developer" as used herein is applicable..to one -or inere
persons, a corporation or a partnership, as the case may he-^-and the- singular usage includes the 
plural and the masculine and neuter usages include the other and the feminine. If two or more 
persons are-at' any-time Developer hereunder, their obligations and liabilities to Franchiser .shall 
be joint and several. References to "Developer" and "assignee" whidr-...are applicable to an 
individual-er .indi\4duals shall mean the owner(s'>.of the equity or operating control of Developer 
or the assignee, if Dev'eloper or the assignee is a corporation-er partnershipT
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1 ------ DEVELOPMENT RK^HT&^y^QBLIGATlONS

---------A.------T erm-e f AgFeeR^ent/R&seB-a-tieB'efRi girts

-NT- ^ttbjeet-te.the-p-evisieRS.eontaffle44^er€4fi'Hk4s-Aff-e€-fflei^T-sbalI.be for-.a
ternveeHtmeiicing on-4h€-dafc^eFe(>TaR4-©xp:i:rirtg'eH th0--last 4a.y '0 last-DewtepmeBt 
Perie4r

(T)----- Frmchiser (on-behalTof ilself aiicbitS' aflb}iates}fetaiHS--t^ right;'HiTts sele
discretien aftd''Wj^i-0iitffli:ffltiHg-aeya Developer:- (a) te itseM' own'Ctnd operate,■■■er
to gi'mt otber pei-sens tbe' rigbt'te 0WH-a-nd-0|:>erate..ITaHet Meftg^>lKaF GH-lb-R^
at ' Saeb loeatioas-tjutsi-de.tbe-E^xelusive.Area aad-ea -raieb.temis.aad-eoaditieiFa-as.
d^em-appr-epiiate.ia its.sole-discretien; and (b)-te.seti.outside.tlie.Exclusive -Afea the
sef.vk;es-aB4-pF0da€4s--aHtEer4zed-:fi>F-HaN:et'MongoHi:m-^jFd:TR€staHf^^^^ 
er'Oda€MrademaA-S;--service laarks mid commereia] syiBboIs ■through' dissiiTiilar ■ebannels 
ebdistribution and pitfs^aat-teajaebtoaBs-aad conditioaS'as We deeBi -appropi-iate-:

------------------Rights Daring..■Beve-looment..Periocfe----Provided -Develeper, -(i)..is--ia fall
eomphaaee..widr.-the.tera»s..ar^d-..eerKiitieas-eeHtained-.iji thiS' Agt^'erBeRt^iBeiHadiRg-^vithei-h
limitatioR;' tbe--de\^ek>prneBt-obh-gatiefts--6efttaffled in Parag:mph--€-ef'4his--S 3; and (ii) is in
fell cemp I iaaee with ah-0bligatieas-ander--aIl Frmich ise- Agreemerks lia-'©tefofe--0r teeafter
entered-into-with FraBchiseF;'then' duriirg'theTfe-vekrpnieRt-P Fmachiser': (TfvvilFg^^
Bevefeper, fe-aecerdanc-e-^^ith-the pfevisions-ef Sectioir--d--here<>f, ffanehises-foifere -ovraiersliip
and operation-of H-HHot-Meiigolian Grill Restaurants located within ■the -Exefesi\-e -Area-;.and (T)
will net operate (directly-or through-an. affeiate), nor grrart a--feifleh:ise--feF-feo-ej3eFat-ie^^^^^^ 
HuHot Mongolian Grill Restaurants to be k^-ated within the Exclusive Area, except such 
&aeelfe;es-as-aFe--gF-anted--te-fi)eveioperT

---------G:------ Beveiepment Obligatfens.—Beveloper.agrees daring the -teHTa.of feis -Agr-eement
and- aHy--exteasions-thereektha^he-will--at--afe^^^^^ faithfatiy^ -henestlyrand dilige!>tly-pei-ferm his 
ebligatiens heFeundeF-and-that-he-wilkeentinaeusl>' exert-his best effeiis to premote-and-enhanee
the developfflent of-HuHot N-fengoli-an Gi-i:il:.Restaurants within the.Exchisive -Area. -Withoat
limiting ■the-feregeing obligation-,--tfeveioj^er.agrees to have.sigrred--feases---withiH--the.Pfeelasive
Area fer the-eumulati\'e -■niinfeerHfe-lfestaHrants-at the eird-eP-eaeh.Bevelepnrent Period -set-for-th
in. Section..P-ek-Ek-hibit-B..hereoP (kVlinimam Bevelop:meiit---Quota'-).and.to have each sueh
RestanraHt open: aHd--eperafe^g-vvi-thkfe:mir 14)-months frorn--th&-date--ef-p6s^»essieivfe^^^^
feils.at-any time to-meet-any Minimam Bevelopinent Qaota, Franchisor shall have-the-feght-fe
terminate-this.Agreement.by delivering-rr---nfeiee--te Devel:0|>eF-featimg-yhat--FranekiseF--eleets -to
terminate-this-agreemenk-as a result-efesueh-failure. Sneh.termination.shall.be -etfeetive.upon
deliver)' of sneh-notice of terminationr-Frarrehisor's right-to-terminate-this' Agreement shali -be the
sole and exelnsive remedy -of I^'ranchisor for Devefeper-s—feilnre to meet—a Mfeimum
IDevel-epment-Quota-
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4- -R^STAURANT-GLQSfNGS

---------A HitHot -Mong-elkH Grill.RestauraM- whieh--is--pe-Hmti^©miy-€4>se4--w^^^^^^
Franefeisor after ]>a\'ing.been -open ■shall be-deetned ope«.aftd.iii -eperaiteii.fei^wrp€>ses--<>f~-4^
M-i-Bimtiffl Develefimer>t-Quofaa4Fxi -substitute HuHot Mongolian Grill ReslauraHt is epen: and-in 
epefttfioR with i n six (6)' nioiitte4T0m-t-he-4a4e-eF'Suc h elesi ngrSuch'feplaeement'Restaurant -shal 1 
aet- o-tbeB^a-se--eeuftFtewar4-s^^

4- GR:^T OF FRANCHtSES-T-Q &E¥ELORER

---------A-.------ Subject -te the.provisiens -eF- Section 3--heree4^'.we-agree-t-e graRt- fraHehises.to
Pevetepei'4eR-the-operation oFHuHetAloRgoliaR'FkilFRestaurants--k>eateci'Witb:iR the-ExcrHsive 
Area-subjeet-te thC'foO

(Fj----- Developer must execute a franehise -agreeffleRl aud.pay-.■the-appbeable
■tranehise feC'before FraRchis^^r wilbapp a site.

---------(2)------When Dewleper-seleets-a-site uHder a franchise agreemeut^be shall submit
to-R-aiiehi-seFa' € ning 'Such demograph i €■.■ ■ eommei-ciak :md other
■i}ifoFmati<^ji-fffl4--pbet€igrapbs--as--FraFK;bis0r niay^ ■iequjre) ':feF-eaeb--s
Dewleper-prepeses.te-establisb.........operate'-a.HuHet.MongeliaH.Grill-.RestauraRt--an<l
whieb-Seveloper reaseftably-bebeves-te.conform-te rate.seleetioH-eHterra.established.by
Franchisof 4rem-time to time. Such prepose4 ■site shall be subject to FrancMser's prior
written-approv'al. which will iret.be-imreasonabl>^'Wltbbeld.4n.approving-er di-sapproving
arty-preposed.site..FKfflebiseF-wilDeeirsider such matters-as-it-4eears.laateriak-ifleludi-Hg
wkbeut..limitatieH:;-..demegrapblc.eharacteriBtics..oF' dae..proposed..site;..traffic..patterns,
pcffklng,—the.pFedomtnant' c-h:ttracter--ef...the..Helgbberhoed;;..coHipetition trem—ether
l^estaurants;.the.proximity to.ether.businesses-{iRektding ether Flul lot.Mongetiaa.Gh-II
Restaurants), and' other-eomurercial.eharacteristics (ineluding the purehaije-price or rental
obligations..and.other..lease.terms..for..the proposed site)—and-#ie..ske..e.F-preinb;es;
appearaneeraRd-other-plB--sieal-ebaraeteristics; and

(d)----- Developer..acbnowledges that in order—to—preser\-e and..enlranee—the
reputation.and goodwill of alF Restaurants''and.the geodwill of-the Martesy-alb-ldtddet
Mongolian.Grill.Restaiuants..must be properly.develepecDand eperated:' Aeeordingly,
Deveteper-agrees-that-Francdtisor -ffla}' refuse to grant to Developer a franehise for a 
pF0}3t>sed FluFlot--M:Otigelian Grill Restaurmt, unless in-Franehisord reasenable' judgment 
dentenstrates-suiSeieftt-fi-uaneraFeapabilities tO'p.ix)perly-de\-ei:ep'att4'Operate the-Hiddot
Mongolian.Grill..Restau-rant.--d:-e.this.end,.Developer-..shall.farnish-to-F-rancbisor such
thraBe-ialudatenteHts--an4Mevekapffle:HFplans and other-dnfeHnatienu^gardhrg- De^-elej^er-in
the-development.and operatien of the proposed Fluldet.Mengetian' Grill Restaurants
(including.-.without limitation.pro forma.statements.md.investment.and-finanerng-plafts
for the proposed - HuHet-.Mongol ran..Grill Restaurant) a8-dPranehi:Sor--r)ray reasonably
reqrdrer
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---------&:------By-deli-ven>' ol-wi'itteii notice-te-PeveIepeiT-ffaH€'htser-wiM-«ppr-6¥e-ei-4B^pr-e¥e
ydt■e■s■■■prepesed4>y-■-D6■v■d■epe■r■-fe^-4be■-epe^^h■e■lv<#a■■■■H:lddotdvk»H■g■(>tia^^--G■Hj4-Resta■u■ra 
agrees te-e?cert4tS'besb^4ferte4^ such netificatioii to Developer ^wdiin dii-rty
ree©ipt4r>-FFm6diserrd^4^^ repor4s-and ihedd^aHeia-l-s-tateHrarte-xmd-^rdrer m
l■e■asona■t>ly.reqtdreddrv^-FFaiielriser:-]^^ .shall fail to exeent©.a-dease'-^vithln ■thirty'
days..after.delwery-' of Franeh4sei-'s-appre¥ah-4hereof. Francliiser mayr at its- sole discretion.
widsdraw-apprevi ^̂^

&.-------DEVELOPMENT FEE AND FRANCHISE FEES

---------A:----- Dex'elopmentEee': C-eaeurrentJv with the eMecutieir of t]>b-A-gree-ffleat.-&eveleper
shaE-payAe--Praftdds(:>r4he--sttffl4;et-d^ lB' Paragrapli 1 of Exh i hjFB--heree»F'a 
Pe-velepffl6Ht.Fee- wFk-h.shall-he-.deeffled-firlty.earned--hy.Franehis0r--4rpen «xecutk>a.of this

:\greenr€-ttt-.

-Br- Eraireliise-FeesT

---------Developer - is ■required; if he-is m»t--alread>' ■a-#aHehrsee;' to—execute ene franchise
agreeaient..and..pay the.$4Q;000 franc-hise—fee-,-...sinrultaneeHsty----wid^--t:he- executier)..of this
Agreement.

---------FoF-eaeb-stibseqttenE-HuHoF.l^'Iengelian Grill..Restaurmt developed.pursaant.te..tfeis-
Agreenrent-rthe-fafflehrse-fee-vvill be-Thhly Thousand-Dollars (IdAOOQ).-

---------fe -the event-Developer-opens more-than the numben-ef Restaurants-required to meet-his
i\4inimumTl)e\"e:lepm:eRt.Quota-;.either.within.or outside his Exclusive.Area,-.the tben-eurrent
jmtial-#-anehiseTee-fer4he-eu-naulative--n:iiniber-e#-Restauiants--wdLapply:-

T- AP-PLIGABIL-I-TY 0-F FRANCHISE TERMS

Agreemenbder-
IDeveloper hasv contenrporaneeusl)' vvitli this agreement, executed-.aTranehrae

.....-........ —........—-vyrth—Franchisor.—The—paries—hereby—agree—that—the
tollo\ving-a;evenaHts-eentai.ned--in that :Franchise Agreement are, to the eTent-appMeable -here;.in
full force-and-eileet-cffld-are hereby ineorporated as terms of this Area Development Agreement:

Section-5'. -Made
Section'd.—
'Se€'ti'0:n-7-:"'.'..
Seetion-IT'."'
Seeti'On.1"4';"
Seetion""'l'5.
Seeti'OnT?';

-Pr-opri etary" I n-ferm ati o n.
-Relatieuship with, the Partiesr 
-Inspections and'y\udits.

"'Transfer.
TermiHation by-FraHehisee.
■"Rights—of...'Pfa-nehisor—and—Obligations—of- Franchisee—upon
dornwHatien o-r'Ercpiration. for the-Franehiser
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■Section.19.---- Enforee'ment

-TERMINATION B¥4^RyyMCHISQR

---------A:------ Ih.add-i-tien.te..F-ranebi-ser's -right to termiB-ate:.under Paragraph.G.of ■■■Secti on.
he-reoIV-ftanchi'Sor sl>ali' have'.'the ri'ght to.terminate.this..Agreenient by delivering a notice to
DevC'lopeF.stating'that.F-Fanehisor elects to.-te'miinate this.■A'gre-aBe:et---as-n--i-€sn-k-e-E-'a-ay^^
bFeache-s.set feFt-h bek>'W':—S-n-eh temainatien.shall.bC" effective npon deliver\' 'ef sueli" notice 'of
terniijiat'ien or,--i'f applieable. 'ti;)X)n faiiiire te cure (to Franchisor's sati'S'fae-t"ieFt) 'any 'Sneb-bF©aeh-by 
t''be''e'Xpi-ratieii''ef'any'peF'k>d'-e:f-'tinie'''Witbin'''\vbie4n'S'H'eh bF€' m-ay be e'UFed 'in-aeeeFefa'H'ee-'Wit'b 
t'be' proV'isienS 'Set' fortb'below-..It sbalbbe a ^ffiaterial breacb of this Agreement if:

---------(4^----- Deve'lepeF.(of-.ttny sbai'CholdoF; patlrter. ■ei.' member. i'I--Peve4e-)3eF..Is-a
eenpeF^Fti-en; paFfeieFship'ror Imbted Jiabi'Iity company) makes an unauthoFizeT'assi'gni'nent or 
tFaHS'fe'iHT "this'Agreement or'an'Ovvi^eF'Slnp'interest'ifl-Pe'vde'igeF';'

(3>- jeneral pailnership interefd in -Oeveloper (if.Beveleper is..a limited
paFt'nensh'ipj''i'S'4eFm'mated;''fof''Whate^^^^^

(S')----- Dove I eper (of.any share hoi der, paitneF-; ■-en ■ "'ine naber';..i-b-Oeveleper.is.a
eofperatiem—partnersbip,—er—Unarted-.. 'babi'lity—eempa-ny-)—has—made—any—mate-F-ia'I
ndsi^epr-esentatren-'Or omission 'in itS'-applicatioii for -the development rights"'CenfeFred-by
this-.Agme-ment-.er is-eenvieted of ■eF" pl'eadS' no ""Contest to -a.fe-ieny-.er-etheF-erime-'e'i'
e-fien'Se-that may -adve'Fsely affect tiiO'goodwill associated ^^dth'the-'MarkS';'

(4) ----- OeyeiepeF.(of..any shareholder. partneF'r-nF-'memto';..iT-44eveIepei-.is.a
eer]3K:>Fat'k>nj''pa'FtneFsbip;-''er 1-imited liability company)'makes any unauthorized-Hse 'ef 'tbe 
Marks or -unautliiorized use OF-diselosnre' Of the Proprietary'Infonnation;

----------(d)----- Oe¥el(^eF' .faiiS""to comply with any other 'pFevision 'Of this -Agreement;

(b)----- Oe¥e'k>peF''''faiIS''en:tln'e^^^^^ OF'''more''S'epar'ateoccmdenS'''¥4dd:n''a'n¥-t'Vvd:^^
(■:t"3") consecutive month--per-ied.to-eemply with this Agreement, whether'.oF--n0t sneh
:faiInreS''te-€mi[Tf>'t'¥'-are-e'eFFected'after':netice tlrereof is delivered te-Oeveieper:

(5) ----- Franchisor has deliveied two or more.notices ot-default of a.Fimehise
Ag-reenrent'.te -whie'lr.Oeveloper or ""ttny-'ewner (>f'-t^e¥el0par-'iS'-''m-party';.whether.or -net
:&e¥e'loper 'eureS""tl'ie defaults-neted in 'the notices of default, or Developer has terminated 
a...:pranch'kje-A'gFeem€irt""Without cau5e'; as defined 'in-^meh agreement;

(8)----- Bevelopei-fads.to meet'the Minimum.De^-'etopment Q'Uota set forth "in
Paragraph "3. C ■■;■■ and

(P)----- Beveloper- fails.to ■timel)' pay..any...lender to.whom Franc-hiser..Iras
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Tuaranteed Developer's obligations;..or FrcinchisoF..if Developer -fets..entered..irte—a
fi iiaiic i iig aFFaiigeffl-6i#-wit!id^-raH6hiaer-f

--------------------------- h-.------mei'e-4ian three (3)-times if the-defauite-are cufe4;-eF

--------------------------- h------ eae-( j-)-tame it' the default'iS' ne^€UFe44wfflg'tfe€^^fi term:'

---------g_------Dev "̂k>pei'..shall.ba\'^--thfe--ri-gbt-4e.eare.a.br©ae!a-am4-ei^d^aK¥gfaph--8-A^^
thirty (30) ■■ days- afte?■■■didivea^^-eg'Fra-e^^^^^ termiH-ation.

9-.-------EFFECTS'OF TERMINATION ANP-EXPIRATION

---------A-^----- Less—ef-- Rights and..ExclHsivity.---- y]>on—termination.or—e-xiMration of.this
Agreement;d&evel0per4esee4he-rigM-to open' any additionai-LluHot Mengeiian-Grill-R^^^
Develeper-'alse loses.exek-rsive.rights.to.tbe-Ercehtsive Area described in.Paragraph.^vA-aad
EjAiMtr-A-:--an4 F ranehi ser—may thereattee-grant tTanchi ses—for- any HuHet M on-gel km Grill
Restaurants.mywhere in said -Exclusive Area-except for-pKateeted ai~eas already established--per
exeeeted.fraftetrise.agreemejits \\ith..Beveleper. Develepe-r-alsO' loses exclusive rights to.any
whelesale-LH-sinesaAm-fe^^^ .Area..Pe-wlejaer.is net.entitled-.a.refend.€vr 'ercdit oh -his
■De^'edepment Fee.

---------IL------Gentinuing ■Qbligatie«fe--AR-ebMeatiens of ■Franchiser 'and DevelopeF-vtnder-this
Agreement-vdrieh expressjly.or by- their rratiire survive the..expiration or-teHninatien-.of Airis
Agreement--shall eentinue-in..fall—lerce "-and..effect subsequent to and ■notwithstanding..the
expiratiena»r-4ermmatieir'eL-this-AgreemeiTtt-and-tartil the\' are satisfied in full 'er by-their-natH-re 
expire:

----- ^—G:----- Govenant Net -d-o Ceffipete.— ypon terfflinatioR e:r''expiratieH:--0f-4h:^
Be^*eleper-a-gr-ees- that for.a.period..of two (2) )'ears. coffimencing.on the.etlecti-ve.date..ef
expiratien-er.temdRatioH-eL.this-AgreenrenL..Beveloper-fand..its—sh-Mehelders-;.-partners:;..or
member) \¥il:Lnet ha¥e- Miy4i4eresHts--an: direeterr<>ffi€er:;' erBpl0yee:-eensitltan:t.
re^rresentative, agent;.lender—lessorrer in any' other capaeifivin''any-^‘Ge:mpetitive' BiBin:essG~-a^
dei-Hed-rn ■Sectionof the.Frmehise -Agreement-executed -eonciirrentiy with'this-Agreenrent.
leeated-'Or-operating within the Exclusive.Area;-except l<>r4hil lei Mengei:ian--Grj:ll--Re-stauKfflts
0]:>erated.imder-.FraneMse -Agreements granted.by Franchisor and the ownership ef securities
{:isted-en-'a--steek-exeha-nge'-<)r traded on the 'Over-the' eoimter-market-that 'represent 't-hree-pereent 
(3%) or lesS 'Of that -class of securities. Notwthstanding anAh-i-ng- ceartained -m -this Agreement -te 
thecentraQver 'in the -event--0-f -terntination -e:r 'expiration of this Agreement,-the covenants net -to 
compete set -ferth in-e-aeb -ianehise-agreemerrt-exee'Uted by Be-velep&r---5hall eonti:Huedn--fell feree
and-et4ect for the duration of the time periods -and for the-geegraphie.jimits-applicable 'to eaeh
sueh-franehise-agreefflent.-----^

m----- tNDB-P-ENBE-NTGQNTRAGTOR-8/INDEMNIFfGATION

K-7
C:\DOC\C716\3244\FDD 2017\FDD20I7.004 multistate redlined from FDD2016.003 multistate.docx



\

---------Franchisor-and I)e^>''eloper are independent contractors^ and no training, assistance or
supervision, which Franchisor may give or offer to Developer, will defeat this status. Nerther 
Franchisor nor I>ev^lopef-shall' be obligated by or have-any li-ab-i-litv^i-nder any agreements, 
representations, or warranties made by-the othenthat are not expressly authorized hereunder-;-mor
shall Franchisor.be obligated for any damages.to any pei=sen or property directly or indirectly
arising out.of the operation of-Developer's business conducted'pursuant to-this Agreement,
whether-or not caused by Developer's negligent or willful action or failure to acF Franchisor shall
have iw-iiat>ility for any sales, use, excise, inceffle, gross.receipts; property, or ether taxes levie4
upon Develo^r or its assets or upon Franchisor in connection with the business conducted by 
Developer, or-any payments-made-by Developer to Franchisor pursuant te-this-Agreement-on-any 
Franchise Agreement. Developei^agrees to indemnify Franchisor and it-s subsidiariesT affiliates, 
stockholders^ directors, officers.-employees, agents and assignees against and to reimburse them
for all-such obligations, damages, and taxes for which they are-held-ii-able-and.for all costs
reasonably ineuiTed -by them, in 4he defense of an>’ such claim brought against them- or in.any
action in which they are n:affled-a5- a-part)^. -i;ncluding without limitation reasonable attorneys^-an4 
expert witness fees, cost of inv'estigation and proof of facts.-eourt costs, ether litigation-expeftses. 
and tim'd and living expenses. Franchisor shall have the right to-defend any such claim against 
it. The indemnities and assumptions of liabilities and oblrgations-herein shaU-eontinue in-full 
force-and ehfect sudseque-nt to and notwithstanding the expiration -or termination of■ this 
;\greement.

U-.-----NQ-TI-€E-S-AMD-PA¥MBNdS

---------Ail notices and reports.to Franchisor or De\'elopar, if net' persenally-served;- shaH-be
deemed so delivered by hand.-one (I) business day aften transmission-by telegraph or other 
electronic system, one (Ij business day after being placed in the hands ef a commercial courier
service.for m-ernight delivery, oi^'three.(3) business days- afier-pteeement in.t-he -yni-ted--States
Mail by Registered-or Certified Mail, Return Receipt Requested, postage prepaid and addressed 
to the party te be notified at its more current-principal business address-of which the notifying 
party has been notified. A-ll-notiees shall be sent-postage prepaid and addressed-4o the-respee-tive 
party as follows, or as either party may from time to time designate-in w'riting.

-■'Franehisor' 'Developer"-

-FIuHot-Mongolian Grills, LLC
-E-ast Mairi Street-

-Missoula, MT 59802
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---------lN'WITNESSA¥HEREOF;-'th#-|>arties-te^te-tev&^^
Agree]Befit -i;H.2----eeuBto--jaam-<>n ihe-day and-year first abtH'e- '̂\Titte&.

FFanoh4ser:
HuHet-MongeEan Grills^ LLC-----
A-Meataiia limited liaMlity cempany

-Bevetoper:

By- -By-

TiBe- BaBef

K-9
C:\DOC\C716\3244\FDD 2017\FDD2017.004 multistate redlined from FDD2016.003 multistate.docx



EXHIBIT A

TOTHE-HUHQT-MQNGOfelA»^-GR]feLS, LL€ AREA DE¥EEOTi^4ENT 
agreement by and between HIJHQT MQNGQEIA]^GRILfcS, LLG

AMD-

BATEB

■TTteGgxGiisive A:i^ in Section 2 of the eaptioned agreement shall be-for
---- ^---------------- (—VHiiHoFA'Iongelian Or:
geegrapbte-afeaT

El--Restauraiit-s(sGebe4eeate4MtEffl-fe

*____________________________ • —1 1 *

HuHot Mongolian Grills LEG--------------
A-Montafta4iniited liability cotiiDanv---- ^—
^ X i. T JL \y x.K xVrX 1 Xx 1 XX W W' VX X i WX '_' XX X w 7 W V^X ft X XX XXXX J

----------------------------------------------------------- --------- gy^-------------------------------------------------

T'itle:----------------------------------------------- ----------- ---------------------------------------------------------------
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EXHIBIT C

TO -TTIE-EKJHOT MONGOLIAN GRIEfcS^€^REA4>E¥EfcQPMEN-T-AGRBEMENT 
e4:;iARA?ff¥-ANP-AS&EMPT10N OF OBEIGATIONE

■■■■THIS-GEARANT¥ANDASSUMPTIONQ:FOBLIGATIONS4sgiv€nThi£ 
...................... 20....■■by. -........  -........—.......................... .....-.......

dav'Of

---------I:ft-et>asy€ration oE-afld as-aB-4RdfcteeBiej>t-te;'the-exeeutE>R''0
JS4QNG-QLIAN GRIELS, EE€- Area'Bevele]ameatA-gr-eefflent ePeven 4ate herewitli (the ’’Agreement”) 
by ITuITet AEaHgollan Grilis; LLGFthe "Franchisor"), each oIAtea^tndemgnedAereEyigefsonally and 
nneenditionally (a)'guararttees to Franchisor, mdats successors-and assigns. liar'the-tefm-oPtb# 
Aareenientaai4-th&i^after 'aa-(>im4de4-in4b<g- AgreeaBeiit. that ■ ........—.....

("Developer") shall-punctHally pay and perforin each and every iindertaking, agreement
andeevenant-set forth in the Agreement; ■and (b)-agFees te'bepers€>naliy'k^>un4'b^ aiid-personaPy 
liable 'for-the-bfexteh 'Of, eaah 'ttnd avery-preGaion'in the Agreement, both-moiietary obligations and 
ebligatioHs^t^ake er |•efrain■■tTon^■■t■aking■■■specifie-a€tie■^ls■■■■er to eagage or refrain from-a-egagiag-in
speciEe-aotbdto
EE

-i:BehidiHg--witlretrt4ifflitato of Section ■■■■catEParagmph-BeESeetieB

Each-eP theaindersigaed ^¥ai■ves {4)aeceptanee aadBOtiee-of aeeeptetRae'by Fr-tmehisof-of the^ 
foregoing uadertak-hags; (2-)-netice-eEden^d fot^payment 'eP any-indebtedness-&f 'non}3eFforffiance of 
an>' obligatiens hereby guaranteedHd)' protest and notice-of defatilt to any' party'with respect■ to tlie 
indebtedness or nonperformance of obligation's hereby gitarcmteed; (4) any rigEEhe-fflay-have-teo-eqmr-e 
that ■an'aetiera-be-branght against':Pe¥elopeF-or any--6ther persotnas-aeonditioiaa^f-iiabiEty; (5)ali right 
to payment-md'ClaifflS 'for -reifflbU'Fseffient 'Or 'Subrogation "Which'aBy of-the 'imdersigned 'niay have 
■agaiftS'EPe'VetepeF''a'rising a'S"a' reS"Ult''0'Ethe'amdemgnedE'e'Xe6ntien''of 'aHd-perfb'Fmanee''Hnden'thi'S 
G-na'Fanty^'anEA-ssnfflption'ef'Qbl.igation.S'rand (dEnW''and-'a'lEethen'Hotiees-and-4ega'i''er-'eq'Hitab'le 
de-fenF;es'to-whieh -hemay be 'entitled".

---------Fiach'Of theamdersigned consents ■and agrees that: (1) hiS'direct 'and intmediate 'liability under
this g'Uaranty-shal] be joint 'and several; (3') he shall render an>' payment or perEarfflanee-req'Uired-andef 
the Agreenrent-upon demand if Developenfai'ls or reliises punctually to do so.-(-3')"Such 'j:iabilky"Shal]: 
not be 'Contingent OF'eonditioned upon pnrsuit bV"'Franchisor of any-remed-ies against Ide-veloper-CT-any 
other-person-'rand (4)''Snch 'habi'iity'ShalE'}aot-''be-di:fflinished';'felie'Ved or othervihse-a'Eee'ted""by-an:y' 
e^rtension O'f t'i'me, credit or ■other indnlgeHce which"Eranehisor may fHm-'ti:me'-te''ti'ffie'gFaHt'te 
Ii)evekape:r''Or-to-any-othef''peFSon7E^€'h'idi'Hg''V¥ithont''i:imita't'ion'the'aeceptanee-0'f 'any partial payment'Or 
perfe-rmance'. or the compromise or release-of "an^^-e'taifflSrnone ■oEwhic-h-shaUdn-any way "modi-fy or 
amend""hiS'"gn'arant}p-v¥h'ie]>-sha'l'i""bea'entiH'Hing and irrevocable d'Uring the term" of tha'A-greentent:

---------IN WITNESS Adld:EIkeOP^eh""Ofthe"nndersigned has hereuntO 'afflxed his signatnre-esr the
same-day and year asr-the "Agreement was e-xeeuted":
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EjaHBIT

PRELIMINARY AGREEMENT

HUHOT MONGOLIAN GRILLS, LLC

APPLICANT

DATE OF AGREEMENT:
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HuHot Mongolian Grills, LLC 
PRELIMINARY AGREEMENT

THIS PRELIMARY AGREEMENT (“Agreement”) with effective date of
(acceptance date by Franchisor), by and between HuHot Mongolian Grills, LLC, a Montana limited 
liability company ("Franchisor," “We,” “Our,” or “Us”), whose principal address is 223 East Main 
Street, Missoula, Montana 59802, and("You” or “Your”), whose principal 
address is '.

RE C HALS:

A. We operate a franchise network to own and operate sit-down restaurants offering Asian- 
style cuisine cooked on a grill, using fresh meats, poultry, fish, seafood, vegetables, and signature 
sauces, individually selected by the customer (“HuHot Restaurants”). These Restaurants will be 
operated under the service mark "HuHot Mongolian Grills®," plus design, and such other trademarks, 
service marks and commercial symbols as we will authorize from time to time (collectively "Marks"). 
Such Restaurants will be operated in accordance with certain required formats, systems, methods of 
food preparation and service, standards and procedures, and trade dress, which we may modify from 
time to time (“System”).

A “HuHot Restaurant” is a restaurant in a free-standing building, strip center or mall location, which 
we recommend to be approximately 4,000 to 6,500 square feet with seating capacity for 100 to 225 
customers with a full service bar or, minimally, beer and wine service from a service bar.

B. We grant to persons who meet our qualifications, and who are willing to undertake the 
investment and effort, a franchise ("Franchise") to own and operate a HuHot Restaurant utilizing the 
Marks and System. You have applied for, and are investigating whether to acquire, a Franchise from us 
for a HuHot Mongolian Grill restaurant.

NOW, THEREFORE, in consideration of the mutual covenants set forth in this Agreement, you 
and we agree as follows:

1. The Recitals are incorporated by reference.

2. Concurrently with signing this Agreement, you have deposited with us the sum of Ten 
Thousand Dollars ($10,000) (the "Deposit"). We will credit the Deposit toward the initial franchise fee 
you would owe to us under our then current form of franchise agreement for a HuHot Mongolian Grill 
Franchise Agreement ("Franchise Agreement") if we and you sign a Franchise Agreement. But, if we 
do not grant you a Franchise during the term of this Agreement, we will partially or fully refund the 
Deposit as provided in Section 10 below. The Deposit will not bear interest, and we need not establish 
a separate account to hold the Deposit.

3. Within ninety (90) days after the Effective Date, you must obtain our approval of a site 
at which to locate a HuHot Restaurant (a "Site") within the following geographic area (the "Site 
Selection Area"):
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and sign our then current form of Franchise Agreement. During the term of this Agreement, neither we 
nor our affiliates will establish or operate, or grant rights to any third party to establish or operate, a 
HuHot Restaurant in the Site Selection Area. However, you are not receiving any other exclusive rights 
or protection in the Site Selection Area, and we (on our own behalf and on behalf of our affiliates and 
designees) retain all other rights with respect to HuHot Restaurants, the Marks, and the marketing and 
sale of any products and services, anywhere in the world.

4. You must locate the site(s) for your Restaurant and submit a site report(s) to us. We 
shall assist you in the selection and shall not unreasonably withhold our approval of a site that in our 
judgment is suitable in terms of demographic characteristics, traffic patterns, parking, character of 
neighborhood, competition from other businesses within the area, the proximity to the site and other 
commercial characteristics, and the size, appearance and other physical characteristics of the site.

5. You acknowledge and agree that, if we recommend or give you information regarding a 
site, that is not a representation or warranty of any kind, express or implied, of the site's suitability for a 
HuHot Restaurant or any other purpose. Our recommendation indicates only that we believe that the 
site meets our then acceptable criteria. Applying criteria that have appeared effective with other sites 
and premises might not accurately reflect the potential for all sites and premises, and demographic 
and/or other factors included in or excluded from our criteria could change, altering the potential of a 
site and premises. The uncertainty and instability of these criteria are beyond our control, and we are 
not responsible if a site and premises we recommend fail to meet your expectations. You acknowledge 
and agree that your acceptance of the Franchise is based on your own independent investigation of the 
site's suitability for a HuHot Restaurant.

6. If you do not locate an approved Site and sign a Franchise Agreement for that Site 
within ninety (90) days after the Effective Date, we may at any time afterward terminate this 
Agreement. Upon termination, we might refund (without interest) a portion of the Deposit, as provided 
in Section 10 of this Agreement.

7. We have the right to approve the terms of any lease or sublease for the Site before you 
sign it. You must not sign any lease or sublease or acquire any other interest in the Site until you sign 
and comply with your obligations under the Franchise Agreement.

8. You may withdraw your consideration for a Franchise and terminate this Agreement by 
delivering written notice to us at any time before you and we sign the Franchise Agreement. The 
refundability of the Deposit depends on when you terminate this Agreement (as described in Section 
10).

9.
Franchise):

We may terminate this Agreement at our option (in which case we will not grant you a

(a) for any or no reason within thirty (30) days after the Effective Date;

(b) after ninety (90) days following the Effective Date, if, within that time period, 
you have not selected and we have not approved an acceptable Site, as described in Sections 3, 
4 and 5 of this Agreement, and/or you have not signed a Franchise Agreement;
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(c) if you have made or make any material misrepresentation or omission in your 
franchise application or in your dealings with us;

(d) if you are convicted by a trial court of or plead no contest to a felony or other 
crime or offense, or engage in any other conduct, which might in our opinion adversely affect 
the reputation of a HuHot Restaurant or the goodwill associated with the Marks; or

(e) if you make any unauthorized use or disclosure of any of our confidential 
information or breach any other agreement with us.

10. If you terminate this Agreement for any or no reason during the thirty (30) day period 
after the Effective Date, or if we terminate this Agreement under Section 9(a), we will refund (without 
interest) all of the Deposit. If you terminate this Agreement for any or no reason following the thirty 
(30) day period after the Effective Date, or if we terminate this Agreement under Section 9(b), we will 
refund (without interest) Five Thousand Dollars ($5,000.00) of the Deposit and keep the rest of the 
Deposit. However, if we terminate this Agreement under Section 9(c), (d) or (e), then we may retain 
the entire Deposit.

11. Your rights under this Agreement are personal in nature and not transferable by 
assignment, will, operation of law, or otherwise.

12. This Agreement is neither an offer of a Franchise by us nor a contract for the acquisition 
of a Franchise or any other rights to operate a HuHot Restaurant. Only our and your signing a 
Franchise Agreement will bind us and you to a franchise relationship and grant you the right to use the 
Marks and develop a HuHot Restaurant.

HuHot Mongolian Grills, EEC a Montana 
limited liability company

By:.
Its: APPEICANT
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RECEIPT (Your Copy)

This Franchise Disclosure Document summarizes certain provisions of the franchise agreement and other 
information in plain language. Read this Franchise Disclosure Document and all agreements carefully. If FIuHot 
Mongolian Grills, L.L.C. offers you a franchise, it must provide this disclosure document to you 14 calendar days 
before you sign a binding agreement with, or make a payment to, the franchisor or an affiliate in connection with 
the proposed franchise sale.

If HuHot Mongolian Grills, L.L.C. does not deliver this Franchise Disclosure Document on time or if it contains a 
false or misleading statement, or a material omission, a violation of federal and state law may have occurred and 
should be reported to the Federal Trade Commission, Washington D.C. 20580 and the state agencies listed in 
Exhibit F. HUHOT authorizes the agents listed in Exhibit F to receive service of process for HUHOT.

The name, principal business address and telephone number of each franchise seller offering the franchise (check 
names that apply):

____ Molly Vap O’Shea, 3507 Ringsby Court, Suite #112, Denver, CO 80216 (406)544-8944
____ Andy Vap, 5842 N. Maitland Court, Whitefish Bay, WT 53217, (406) 251-4303
___ Linda Vap, 223 East Main St., Missoula, Montana 59802 , (406) 251 -4303
____ Laura Ann Sporrer, 223 East Main St., Missoula, Montana 59802 , (406) 251 -4303
____ Stephanie Krause, 3507 Ringsby Court, Suite #112, Denver, CO 80216 (406) 544-8944251-
4303

Other:

I have received a Franchise Disclosure Document with an issuance date of March 32. 20l4April 3. 2017. and an 
effective date for state registrations as noted on page iv of this Disclosure Document. This Franchise Disclosure 
Document includes the following Exhibits:

A - Franchise Agreement G - Restaurant Operations Manual Table of
B - Disclosure Acknowledgement Statement Contents (Traditional Unit and Express Unit)
C - Confidentiality and Non-Competition Agreement H - Point-of-Sale Computer System and Other
(Managerial)t Computer Hardware and Software
D - Financial Statements I - General Release (sample)
E-1 - List of Franchised HuHot Restaurants J - State Addenda and Agreement Riders for
E-2 List of Affiliate-Owned HuHot Restaurants California. Illinois. Minnesota. New York, North
E-3 -List of Terminated HuHot Restaurants Dakota. Washington, and Wisconsin
F - List of State Agencies/Agents for Service of Process K - Area Development Agreement 

t—Preliminary Agreement

Dated:

By:

A
A
A

Individually and/or as an Officer or Partner of:

Corporation
Partnership
Limited Liability Company

FDD2016.00.3 FDD2017.004 multistate
Keep this copy for your records
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RECEIPT (HuHot’s Copy)

This Franchise Disclosure Document summarizes certain provisions of the franchise agreement and other information in 
plain language. Read this Franchise Disclosure Document and all agreements carefully. If FIuHot Mongolian Grills, 
L.L.C. offers you a franchise, it must provide this disclosure document to you 14 calendar days before you sign a binding 
agreement with, or make a payment to, the franchisor or an affiliate in connection with the proposed franchise sale.

If HuHot Mongolian Grills, L.L.C. does not deliver this Franchise Disclosure Document on time or if it contains a false 
or misleading statement, or a material omission, a violation of federal and state law may have occurred and should be 
reported to the Federal Trade Commission, Washington D.C. 20580 and the state agencies listed in Exliibit F. HUHOT 
authorizes the agents listed in Exhibit F to receive service of process for HUHOT.

The name, principal business address and telephone number of each franchise seller offering the franchise (check names 
that apply):

____ Molly Vap O’Shea, 3507 Ringsby Court, Suite #112, Denver, CO 80216 (406)544-8944
____ Andy Vap, 5842 N. Maitland Court, Whitefish Bay, WI 53217, (406) 251 -4303
____ Linda Vap, 223 East Main St., Missoula, Montana 59802 , (406) 251-4303
___ Laura Ann Sporrer, 223 East Main St., Missoula, Montana 59802 , (406) 251-4303
____ Stephanie Krause, 3507 Ringsby Court, Suite #112, Denver, CO 80216 (406) »14 8944251-4303

Other:

I have received a Franchise Disclosure Document with an issuance date of March 22, 20r6April 3. 2017. and an effective 
date for state registrations as noted on page iv of this Disclosure Document. This Franchise Disclosure Document 
includes the following Exhibits:

A - Franchise Agreement G - Restaurant Operations Manual Table of
B - Disclosure Acknowledgement Statement Contents (Traditional Unit and Express Unit)
C - Confidentiality and Non-Competition Agreement H - Point-of-Sale Computer System and Other
(Managerial) Computer Hardware and Software
D - Financial Statements 1 - General Release (sample)
E-1 - List of Franchised HuHot Restaurants J - State Addenda and Agreement Riders for
E-2 List of Affiliate-Owned HuHot Restaurants California, Minnesota, New York, North Dakota,
E-3 -List of Terminated HuHot Restaurants Washinaton, and Wisconsin
F - List of State Agencies/Agents for Service of Process K - Area-Development-Agreemen-t

L—Preliminary Agreement

Dated:

By:
Individually and/or as an Officer or Partner of:

A Corporation
A Partnership
A Limited Liability Company

multistate

Please sign this copy of the receipt, date your signature, and return to HuHot Mongolian Grills, L.L.C. 
(mail to 223 East Main Street, Missoula, Montana 59802)
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