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(B 7)

MASTER FRANCHISE AGREEMENT

THIS MASTER FRANCHISE AGREEMENT (the “Agreement”) is made and entered into this
the 1st day of December, 2007, by and between Red Corporation, a Negoland corporation

(“Red”), and Blue Corporation, an Arbitrian corporation (“Blue”).

WHEREAS, Red operates and franchises others to operate restaurants under the trade name
and service mark “Smart Choice” (the “Franchised Restaurants”);

WHEREAS, Red is the owner of certain proprietary rights and interests in and to the “Smart
Choice” name and logo and such other related trademarks, service marks, designs and
goodwill (the “Trademarks”) and the processes, trade secrets and procedures for the operation
of the Franchised Restaurants, including advertising, sales techniques, materials, signs,
exterior decoration, personnel management, bookkeeping and accounting methods and other
system and method of business operation developed through and by reason of its prior
business experience (the “System”) in connection with the Franchised Restaurants;
WHEREAS, Red desires to expand and develop the Franchised Restaurants, and seeks Blue
who will build, open, and/or operate or procure and assist subfranchisees (“Subfranchisee”) to
build, open and/or operate numerous restaurants conducting business under the Trademarks
and System within the development area, defined herein; and

WHEREAS, Blue desires to build, open, and/or operate Franchised Restaurants, and assist
Subfranchisees to build, open, and/or operate Franchised Restaurants;

WHEREAS Red desires to grant to Blue the right to build, open and/or operate, and assist the
Subfranchisee to build open, and/or operate Franchised Restaurants in accordance with the

terms and upon the conditions contained in this Agreement.

NOW, THEREFORE, the parties mutually agree as follows:

1. GRANT

1.1 Red grants to Blue the exclusive right in the country of Arbitria (the “Territory”) and
Blue accepts the obligations, pursuant to the terms and conditions of this Agreement in
complete compliance with applicable laws, rules, and regulations and in accordance with the
development schedule described in Section 2.3 hereof. The right of Blue includes the right;

(a) To use the Trademarks in connection with the Franchised Restaurants to be conducted by
Blue pursuant to the provisions of this Agreement;

(b) To sub-license and assist Subfranchisees to establish and operate Franchised Restaurants

pursuant to a separate Franchise Agreement by and between Blue and the Subfranchisee for
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each such Franchised Restaurant unit as described in Section 2 hereof (Master Franchised
Restaurants and Franchised Restaurants shall he referred to collectively in this Agreement
as “Subfranchises” or “Franchised Restaurants™); and

(c) To enforce the Franchise Agreements.

1.2 Blue agrees that it shall not open or approve for opening any Franchised Restaurant
or operating a territory or area without first receiving Red’s written consent to the identity of

the Subfranchisee and Franchised Restaurant location and/or territory or area.

1.3 Red shall not own, acquire, establish, operate, and/or license others to establish and
operate businesses using the Trademarks, or other trademarks, and System within the
Territory; provided, however, that, in case Blue breaches any obligation under this Agreement
and such breach continues for more than three months, Red is entitled to own, acquire,
establish, operate, and/or license others to establish and operate businesses using the

Trademarks, or other trademarks, and System within the Territory.

2. TERM, RENEWAL AND DEVELOPMENT OF THE TERRITORY

2.1 Except as otherwise provided herein, the term of this Agreement shall commence on
the-December 1, 2007 and shall expire ten (10) years from the date of its execution. This
Agreement shall automatically renew for an additional term of five (5) years unless either
party notifiesy its intention to terminate this Agreement in writing at latest six (6) months

prior to the end of the current term.

2.2 Blue expressly acknowledges and agrees to open and/or operate a minimum number
of Franchised Restaurants each year in the Territory either by itself or through
Subfranchisees as set forth on Exhibit A hereto (“Minimum Development Obligation”). In case
Blue fails to open the minimum number of Subfranchisees as described in the previous
subparagraph, upon Red’s written demand, Blue shall pay to Red the amount of Abu Dollar
50,000 multiplied by the difference between the minimum number and the actually opened

number of the Subfranchisee, either in Abu Dollar or Nego Lira as designated by Red.

2.3 Each Subfranchise shall be established and operated pursuant to a unit franchise

agreement (“Franchise Agreement”) prepared by Blue and approved by Red.

2.4 Blue shall provide Red with the date of opening of each Subfranchise at least thirty
(30) days prior to opening.
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3.FEES

3.1 Blue shall pay to Red an initial master franchise fee of Four Hundred Thousand
Nego Lira (NL400,000.00) (the “Fee”) upon the execution of this Agreement. Blue
acknowledges and agrees that the Fee is fully earned and non-refundable upon execution of

this Agreement.

3.2 In addition to the Fee, Blue shall also pay to Red by the tenth (10th) of each month
during the term hereof an ongoing royalty fee in the amount of one point five Percent (1.5%) of
the Gross Revenues of all Franchised Restaurants operated by Blue. The Gross Revenue is
the amount which each Subfranchisee is paid by its-customers of its Franchised Restaurant.
Blue will submit to Red by the tenth (10th) of each month on the appropriate report forms
approved by Red a correct statement signed by Blue of monthly gross sales for the preceding
month from all Franchised Restaurants operated by Blue and by the fifteenth (15th) of each

month for all Subfranchisees.

3.3 Blue agrees that all payments under this Agreement shall be made to Red with funds
transfer to the bank account as specified in the-Exhibit B of this Agreement.

4. DUTIES OF RED

4.1 Red shall offer an initial training program, in Negoland, to such individuals
described in Section 5.1 hereof. Such training shall consist of a minimum of two (2) weeks, at
Red’s sole and absolute discretion, in the areas of franchise sales and marketing, site selection,
store layout and design, store development, coordination of products and services, franchisee
training and support, and on-going marketing, merchandising and product development. In
addition, Red shall, at Blue’s own cost and expense.; provide on-site training of not more than
ten (10) days within the Territory. Such training will consist of equipment operations,

marketing, store policies and daily operation.

4.2 Red shall loan to Blue for the duration of this Agreement one copy of Red’s Operating

Manual, and such other manuals as Red may develop and issue (the “Manual”).

4.3 Blue acknowledges and agrees that Red is authorized to conduct, when and as
frequently as it deems advisable, inspections of the business premises of Subfranchisees in
the Territory and evaluations of Blue’s operations, in order to: (a) assist Blue and to maintain
the System’s standards of quality appearance and service: (b) determine whether Blue is in
compliance with this Agreement and any other agreement between the parties; and (c) enforce,

if it deems necessary, the terms of this or any other agreements between the parties and/or
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Subfranchisees.

4.4 Blue shall as necessary submit for review by Red any modifications which it proposes
are necessary to comply with applicable laws, ordinances, rules, regulations, administrative
orders, decrees and policies of any government authority within the Territory. Red agrees to
consider and incorporate all such modifications it deems necessary to the Manual in order to

reflect each such modification to the sSystem.

4.5 In addition, Blue may, from time to time, submit for review and approval by Red any
modifications which it proposes to make to the System to the extent such modifications it
deems may be necessary to comply with current commercial usage, custom, practice and
market characteristics within the Territory. Red agrees to consider each such proposed
modification within a reasonable time after there is a submission to Red. However, Blue
acknowledges the importance of maintaining, to the extent possible, the uniformity of the
System. Accordingly, Red shall have sole and absolute discretion in approving or disapproving
such proposed modification. No such proposed modifications shall be effective without the
prior written consent of Red. Red agrees to make all changes to the Manual in order to reflect

modifications to the System that it has so approved.

5. DUTIES OF BLUE

5.1 Up to two individuals designated by Blue shall attend and complete, to Red’s sole

satisfaction, the initial training program offered by Red in Negoland.

5.2 Blue shall cause each Subfranchisee to among other things:

a. use and occupy the premises of each Franchised Restaurant solely for the operation of the
business franchised hereunder;

b. be open and in normal operation for at least such minimum hours and days as Red may
specify in the Manual or otherwise in writing; and

c. timely comply with all terms and conditions of the Franchise Agreement.

5.3 To insure that the highest degree of quality and service is maintained. Blue shall
cause each Subfranchisee to operate itstheir Franchised Restaurant(s) in strict conformity
with such methods, standards and specifications as may from time to time be prescribed in
the Manual or otherwise in writing. Blue shall cause the Subfranchisees to refrain from:

a. deviating from such standards, specifications, and procedures without Red’s prior written
consent; and,

b. otherwise operating in any manner which reflects adversely on the Trademarks or the

System.
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5.4 Blue shall cause each Subfranchisee to sell or offer for sale only such products and
services as have been expressly approved for sale in the Manual and the menu approved by
Red, or otherwise in writing. Blue shall require Subfranchisees to discontinue selling; any
products or services which are not provided for in the Manual and shall require Subfranchisee

to refrain, from offering any unapproved products or services.

5.5 Blue shall cause each Subfranchisee to purchase all products, equipment, supplies
and materials used or sold from Red, if required, and/or suppliers (including manufacturers,
wholesalers and distributors) who have the ability to meet Red’s reasonable standards and
specifications for such items; who possess adequate quality controls and capacity to supply
Blue’s needs promptly and reliably; whose approval would enable the System, in Red’s
reasonable opinion, to take advantage of marketplace efficiencies; and who have been
approved by Red in the Manual or otherwise in writing or otherwise not thereafter

disapproved.

5.6 Blue shall protect the integrity of the System and Trademarks in the Territory,
including, without limitation, by fulfilling all of its obligations imposed on it by this
Agreement and each Franchise Agreement, by supervising the manner in which the

Trademarks are used and the System is implemented and otherwise shall take all such steps,

including, where reasonable and appropriate, the commencement and diligent prosecution of
legal proceedings, as may be necessary to cause each Subfranchisee in the Territory to observe
and perform in a timely fashion all of its obligations under each relevant Franchise

Agreement.

5.7 Blue shall at all times comply with all applicable laws and regulations in the
Territory, including those applicable to the solicitation of prospective franchisees and the

offering and granting of franchises by Blue.

5.8 Red shall have the right at all reasonable times to inspect the premises from which
Blue conducts its business. Furthermore, Red shall have the right to inspect Franchised
Restaurants and the equipment and fixtures therein and the products and services being sold
and generally to investigate the manner in which Subfranchisees are conducting their
business; in the event of any such inspections, Blue and its employees shall cooperate fully
and use its best efforts to cause Subfranchisees and their employees to cooperate fully with
Red.

5.9 In dealing with prospective Subfranchisees, Blue shall:

(a) Carefully screen and evaluate prospective Subfranchisees pursuant to the standards

33



prescribed by Red; and

(b) For each Subfranchisee, Blue shall, at its sole expense, fulfill all its duties, and enforce all
the terms and conditions under each Franchise Agreement, including, without limiting the
foregoing, to:

(1) Provide site selection counseling and assistance, onsite inspections, site evaluations, and
site recommendations, without guaranteeing that any Franchised Restaurant will be
profitable or successful;

(i) Provide initial training required, and optional training programs, seminars and
workshops;

(iii) Provide to Subfranchisees standard plans (in the form of “blue-line drawings”) and
specifications for the construction of the interior design and layout of the Franchised
Restaurants adapted by Blue for the use in the Territory, advise and consult with the
Subfranchisee regarding the construction and/or renovation of the Franchised Restaurants,
conduct on-site inspections during construction and/or renovation, and ensure upon
completion of construction and/or renovation that construction and/or renovation has been
completed in accordance with the plans and specifications;

(iv) Upon completion of construction and/or renovation, inspect the Franchised Restaurants to
confirm that it has been equipped in accordance with approved plans and specifications;

(v) Provide thea Manual and all updates thereto:

(vi) Visit each Franchised Restaurant in the Territory at least once each quarter during the
term of the relevant Franchise Agreement and any renewals thereof, in order to provide
continuing assistance as reasonably determined by Blue and/or Red, inspect the premises of
such Subfranchisee to determine whether Subfranchisee’s continued operation is in
conformity with Red’s procedures, standards and specifications, and verify compliance by
Subfranchisee and Subfranchisee’s employees with all applicable laws, rules, regulations, and
procedures, and prepare a report thereon in such form as Red shall designate, which

completed form shall be submitted to Red within five (5) days after such visit.;
6. TRADEMARKS
6.1 Blue acknowledges and agrees that Red owns all right, title, and interest to the

Trademarks, and to all applications, registrations, and other filings or notices which may be

made with respect thereto in any jurisdiction.

7. CONFIDENTIAL MANUALS AND INFORMATION

7.1 In order to protect the reputation and goodwill of Red, and to maintain high
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standards of operation under the Trademarks and the System, Blue shall conduct its business
in accordance with the Manual and all other directives of Red. Blue shall treat the Manual,
and the information contained therein, as confidential, and shall use all reasonable efforts to

maintain such information as secret and confidential.

8. ACCOUNTING AND RECORDS

8.1 Blue shall maintain during the term of this Agreement and shall preserve for at least
five (5) years from the dates of their preparation full, complete, and accurate books, records,
and accounts in accordance with generally accepted accounting principles as well as in the

form and manner reasonably prescribed by Red from time to time in the Manual or otherwise.

9. TRANSFER OF INTEREST

9.1 Red shall have the right to transfer or assign all or any part of its rights or

obligations under this Agreement to any person or legal entity.

9.2 Blue shall not, without the prior written consent of Red, which consent may be
withheld in Red’s sole discretion, sell, assign, transfer, convey, give away, pledge, mortgage, or
otherwise encumber, voluntarily or involuntarily, in whole or in part, by operation of law or
otherwise, in any manner (a) any direct or indirect interest in the rights granted in this
Agreement; (b) any shares of Blue which would effect a change of control of Blue; or (c) all or

substantially all of the assets of Blue.

10. DEFAULT AND TERMINATION

10.1 Blue shall be deemed to be in default hereunder, and all rights granted herein shall
automatically terminate without notice to Blue, if Blue shall become insolvent or make a
general assignment for the benefit of creditors; or, if a petition in bankruptcy is filed by Blue
or such a petition is filed against and not opposed by Blue or, if Blue is adjudicated as

bankrupt or insolvent.

10.2 Upon the occurrence of any of the following events. Blue shall be deemed to be in
default and Red may, at its option, terminate this Agreement and all rights granted
hereunder without affording Blue any opportunity to cure the default, effective immediately

upon the provision of notice to Blue:
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(a) Failure to use best efforts to enforce the terms of any Franchise Agreement or to provide
services to Subfranchisees in accordance with the Franchise Agreement and such default is
not remedied within ten (10) business days of written notice of termination from Red stating
the nature of the default and requiring it to be remedied;

(b) If Blue does not pay any monies owing to Red or Red’s affiliates, or Blue’s suppliers, at the
time that payment is required and payment in full is not made within ten (10) business days
of written notice of termination from Red stating the nature of the default and requiring it to
be remedied; and

(c) Failure of Blue to meet the Minimum Development Obligation set forth in Article 2.2 in

two consecutive years;

10.3 Any other breach of this Agreement shall be an event of default hereunder. In the
case of all other defaults or breaches of this Agreement (not provided for in Section 130.1 and
103.2 hereof) Blue shall have thirty (30) days after Red provides written notice of termination
stating the nature of the default and requiring it to be remedied to provide evidence thereof to
Red. If any such default is not cured within such time or such greater time as Red deems
reasonably necessary to cure such default, this Agreement shall terminate without further
notice to Blue, effective immediately upon the expiration of such period. Blue shall be in
default hereunder for any failure to comply with any of the requirements imposed by this
Agreement, or to carry out the terms hereof in good faith. Blue shall not be in default
hereunder if a Subfranchisee fails to fulfill its obligations under the Franchise Agreement
provided that Blue takes prompt and reasonable steps to enforce any and all rights and

remedies to which Blue is entitled under the Franchise Agreement or at law.

11. OBLIGATIONS UPON TERMINATION OR EXPIRATION

Upon termination or expiration of this Agreement, all rights granted hereunder to Blue shall

forthwith terminate and:

11.1 Blue shall immediately cease to operate the business licensed hereunder and shall
not thereafter, directly or indirectly, represent to the public or hold itself out as a present or

former franchisee or master-franchiseeBlue of Red.

11.2 Blue shall immediately and permanently cease to use, in any manner whatsoever,
any confidential methods, procedures, and techniques associated with the System, the
Trademarks, and all other Trademarks and distinctive forms, slogans, signs, symbols, and

devices associated with the System.

11.3 Blue shall immediately return to Red the Manual and all other documents in its
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possession or under its control either directly or indirectly and shall notify Red of other known
whereabouts or of other Manuals or other documents which contain confidential information

relating to the business licensed hereunder and operation of the Subfranchise.

11.4 Blue shall not conduct any business which may compete with the business of Red,

including but not limited to the restaurant and food business, for one year in-anywhere.

12. GENERAL PROVISIONS

12.1 All questions arising out of or under the Agreement shall be governed by and
construed in accordance with UNIDROIT Principles of International Commercial Contracts
(2010 version).

12.2 Any dispute, controversy or difference arising out of or in relation to or in connection
with this Agreement or for the breach thereof, shall be settled by arbitration in Tokyo, Japan,
pursuant to the UNCITRAL Arbitration Rules and by three (3) arbitrators. The arbitration
award shall be final and binding on both parties.

12.3 This Agreement, and any attachments hereto, constitute the entire and complete
agreement between Red and Blue concerning the subject matter hereof, and supersede any
and all prior agreements. Except for those permitted hereunder to be made unilaterally by
Red, no amendment, change, or variance from this Agreement shall be binding on either party
unless mutually agreed to by the parties and executed by their authorized officers or agents in

writing.

IN WITNESS WHEREOF, Red and Blue have executed this Agreement on the day and the

year first above written.

Red Corporation Blue Corporation
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Exhibit A

Year Minimum number of New Subfranchisees

2008 3

2009 5

2010 10

2011 10

2012 10
Exhibit B

Payment in Nego Lira ~ Nego Bank, Head Office (in Negotown), Account No. 1234567
Payment in US Dollar ~ Nego Bank, Head Office (in Negotown), Account No. 1231234
Payment in Abu Dollar  Arbitria Bank, Head Office (in Abu Abu), Account No. 7654321
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