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Item 1
THE FRANCHISOR, ITS PREDECESSORS AND AFFILIATES

To simplify the language in this offering circular, the franchisor HuHot Mongolian Grills,
L.L.C. will be identified as “HuHot” or "We." “You” means the person (or owners) individually
and collectively, who buy the franchise to own and operate a HuHot Mongolian Grill Restaurant
(the “Restaurant™) under the mark “HuHot Mongolian Grill.”

HuHot is a Montana limited liability company formed on August 30, 2001. HuHot
conducts business 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. HuHot has

no predecessors.

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 Affiliates

Montana Pizza, Inc. (“MTP”) was formed in 1979 to operate Godfather’s Pizza
franchised restaurants in various locations in Montana. The shareholders of MTP are also
minority shareholders in HuHot. MTP currently owns three Godfather’s Pizza stores at various
locations in Montana that it operates under franchise agreements with Godfather’s Pizza, and a
HuHot Mongolian Grill restaurant in Missoula, Montana, which it operates under a franchise
agreement with HuHot. This Mongolian Grill restaurant is the prototype for the HuHot restaurant
concept that is the subject of this franchise offering.

Description of the 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 décor with
an Asian flavor in a free-standing, mall or strip center location of approximately 4,000 to 6,500

square feet with seating for approximately 100 to 225 customers.

The 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.

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
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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 affected by regulations of
the Food and Drug Administration and the United States Department of Agriculture and those
federal and state laws and regulations rclating to food and nutrition labeling and claims,
including the Federal Food, Drug and Cosmetic Act, 21 U.S.C. 301 et seq. (the “Act”). For
example, the Federal Food and Drug Administration has issued regulations affecting your use of
the words “non fat,” “fat free” and “low fat,” 21 CFR Part 101, Subpt. D. 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 certain qualified persons 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 HuHot's décor (this décor 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.

The food and drink products utilized in the HuHot Restaurant must meet established
standards and specifications.

Area Development Rights

We also grant to certain qualified persons ("Developers”) the right, subject to certain
terms and conditions set forth in our Area Development Agreement (the "Area Development
Agreement"), to develop and operate multiple HuHot Restaurants within defined geographical
areas.

A Developer must open certain cumulative numbers of HuHot Restaurants ("Minimum
Development Quota") over a number of development periods, as set forth in Exhibit B to the
Area Development Agreement ("Development Periods"). Minimum Development Quota and
Development Periods are determined by us and the Developer on the basis of the market
potential, size of the designated area, and through an analysis of the financial and operational
capabilities of Developer. With respect to each HuHot Restaurant opened by Developer in his
designated area, Developer must sign our then current form of Franchise Agreement. The
amount of the initial franchise fee will be as set forth in Item 5, and will not be subject to
increase. Subject to certain terms and conditions, Developer's right to own and operate
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Restaurants within the designated area is exclusive so long as the Area Development Agreement
is in effect. See Item 12 regarding development rights, obligations and exclusivity.

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

We have never conducted a business of the type to be operated by you. MTP, an affiliate
of HuHot, owns and has operated a Mongolian grill-type restaurant in Missoula, 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. It is the prototype for the
HuHot restaurant concept being offered to you.

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
of HuHot are also minority shareholders in HG. 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 and Billings, MT since November 2003.

Neither HuHot nor MTP nor HG has offered franchises in this or other lines of business,

other than the HuHot franchise.

Item 2
BUSINESS EXPERIENCE

President and Director - ANDREW W. VAP

Andrew Vap has been President, 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. In addition, from 1997 to 1999, Mr. Vap was
part owner of a retail business specializing in the sale of fresh baked bagels and related foed and
beverage items under the name “Charlie’s Bagels,” which was located in Helena, Montana.

Vice President and Director - LINDA E. VAP

Linda Vap has been Vice 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.

Secretary-Treasurer - DANIEL J. VAP

Daniel Vap has been Secretary-Treasurer of HuHot since its inception in August 2001.
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Since 1979, Mr. Vap also has been employed by MTP in Missoula, Montana as its Secretary-
Treasurer.

Vice President of Operations - MICHAEL ELLINGHOUSE

Michael Ellinghouse has been Vice President of Operations since June 2004. From
November 2003 to June 2004 he was Restaurant Supervisor in our affiliate’s Missoula, MT
restaurant. From June 1999 to October 2003 Mr. Ellinghouse was employed by MTP as the
manager of the HuHot in Missoula, MT. Mr. Ellinghouse is a shareholder in HG which operates
HuHot restaurants in Spokane, Washington and Billings, MT.

Vice President of Franchise Development — MOLLY VAP

Molly Vap has been Vice President of Franchise Development since January 2005. From
April 2004 to December 2004 she was a teacher in Prague. From September 2002 to March
2004 she worked for Clorox Corporation in San Francisco, California. Prior to September 2002
she was a full-time student.

Item 3
LITIGATION

No litigation is required to be disclosed in this offering circular.

Item 4
BANKRUPTCY

No person previously identified in Items 1 or 2 of this offering circular has been involved
as a debtor in proceedings under the U.S. Bankruptcy Code required to be disclosed in this Ttem.

Item 5
INITIAL FRANCHISE FEE

You must pay an initial franchise fee of $35,000, payable upon signing the Franchise
Agreement. The initial franchise fee shall be fully earned when you pay it to HuHot. If we
determine following completion of its training program that you have not satisfactorily
completed training, we may terminate the Franchise Agreement, and $25,000 of the initial
franchise fee will be returned to you. We do not give refunds of the initial franchise fee under
other circumstances.

In our most recent fiscal year, we waived the initial franchise fee in connection with 3
franchised HuHot Restaurants, based on the developer’s prior business experience in the
restaurant business, their development of multiple franchised Restaurants, their contributions in
the areas of research and development, their participation in refining the Hulot Systems and

UFOC 04/06 HuHot
4 4/14/06



procedures, and/or their common ownership with some of the principals of the franchisor.

Area Development Agreement

We charge a non-recurring and non-refundable Development Fee of $10,000 per
restaurant to be developed, which you must pay in a lump sum when you sign the Area
Development Agreement. Developer is required, if he is not already a HuHot Mongolian Grill
Restaurant Franchisee, to sign 1 franchise agreement and pay the $35,000 franchise fee,
simultaneously upon signing of the Area Development Agreement.

For each HuHot Restaurant Developer opens pursuant to the Area Development
Agreement, the initial franchise fee will be $25,000 (instead of $35,000). The initial franchise
fees for each HuHot Restaurant, up to the number of Restaurants required by Developer's
Minimum Development Quota, are not subject to increase, even if we in the future increase the
initial franchise fees for new franchisees. In the event you open more than the number of
Restaurants required to meet your Minimum Development Quota, either within or outside his
Exclusive Area, you will pay then-current initial franchise fee, which may be different than the
$35,000 initial franchise fee noted above.

Store Opening Materials

You must also purchase from us store opening materials prior to opening your
Restaurant. These 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. We will ship you these materials
approximately 2 weeks before your scheduled store opening. The cost estimate for these items is
$2,000 and is due prior to store opening.
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Item 6

OTHER FEES
Unit Franchise Agreement
Name of Fee Amount Due Date Remarks
Royalty Fee 5% of Gross Every Friday forthe  Gross Revenues is the entire amount of all
Revenues or 6% of  preceding Reporting  gross sales and business receipts, including
Gross Revenues if  Week (Monday direct or indirect barter transactions,
applicable law does  through Sunday). wholesale accounts (both on and off
not permit a premises) from the operation of the
royalty to be paid Restaurant, whether for cash or credit. Does
or received on not include sales, use or service taxes or
sales of alcoholic customer refunds and approved rebates,
beverages discounts and allowances, or revenues from
the sale of alcoholic beverages if prohibited
by law.
Marketing Fund  0.5% of Gross Every Friday for the  Gross Revenues calculated in the same

Contributicon

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

preceding Reporting
Week.

manner as for Royalty Fee.

Restaurants
Local 3% of Gross Ongoing require- Gross Revenues calculated in the same
Advertising Revenues until ment; written manner as for Royalty Fee. Fees paid for
Marketing Fund verification due to us  cooperative advertising, if any, will be
Contribution upon our request. credited to local advertising requirement.
increases to 3%.
Then 1% of Gross
Revenues.
Local Determined by Determined by Franchisees, HuHot-owned and/or affiliate-
Cooperative cooperative but not  cooperative. owned Restaurants may form an advertising
Advertising more than 3% of cooperative and establish local advertising
Gross Revenues fees. You must participate in any
cooperative that has been formed by a vote
of a majority of HuHot Restaurants in your
ADI. Company-owned restaurants will have
a vote in these cooperatives. Amounts
contributed to the cooperative will be
credited towards the local advertising
requirement.
UFOC 04/06 HuHot
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Name of Fee

Amount

Due Date

Remarks

Transfer Fee

$£3500

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.

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 by law.

Upon billing.

On late payments.

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.

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
trave! 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.

Y ou 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

10 days after billing.

To cover costs for testing products, supplies,

more than $250 or materials you request us to approve.
Evaluation of Varies 10 days after billing  To cover costs for evaluating suppliers you
New Suppliers request us to approve. See [tem 8.
Relocation Costs to us for site 10 days after billing.  Payable if you want to relocate your
UFOC 04/06 HuHot
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Name of Fee

Amount Due Date

Remarks

Expenses

approval varies

Restaurant.

Reimbursement
for Insurance

Cost of insurance On demand.
plus our expenses.,

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 60 days’ notice
share

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

All fees are imposed by and are payable to us except fees for local or cooperative
advertising. All fees are non-refundable.

Area Development Agreement

There are no other fees Developers pay us under the Area Development Agreement.
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