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(3lls 5)
HOTEL MANAGEMENT AGREEMENT

THIS HOTEL MANAGEMENT AGREEMENT ("Agreement"), dated this 30th day of
August, 2005, by and between Red Corporation (hereinafter called "Owner") and Blue

Corporation (hereinafter called "Blue")

ARTICLE I The Hotel

Section 1 Site, Design, Construction, Furnishing and Equipping of the Hotel

On the site in Negotown, specified by the parties hereto in a separate document
(hereinafter called the “Site”), the Owner shall, at its expense, and in accordance with
the plans, specifications and designs substantially in conformity with Blue Star’s
Design and Engineering Recommendations and Minimum Standards for
newly-constructed hotels (the "Blue Star Standards"), and with all reasonable diligence
construct or procure at its expense, the building, equipping, furnishing and decoration
of the Hotel (hereinafter defined). During the Operating Term (as defined below), the

Owner shall maintain the Hotel in conformity with the Blue Star Standards.

Section 2 The Hotel

The hotel (the "Hotel") shall consist of the following:

A. that portion of the Site dedicated to the Hotel (the "Hotel Site");

B. Tower and associated podium facilities located on the Hotel Site, completely air
conditioned, with access to the Site;

C. such other facilities and appurtenances within the Hotel, as are necessary or

desirable with respect to the Hotel under Blue Star Standards.

ARTICLE II Operating Term and Provisions Relating to Termination

Section 1 Operating Term

The term of this Agreement shall commence upon the date hereof and the initial
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operating term hereunder shall commence at the formal opening of the Hotel and expire
at midnight on December 31 of the twentieth (20th) full calendar year following said
formal opening subject to earlier termination Gf any) in accordance with the terms
hereof. "Operating Term" shall mean and include the initial operating term subject as
aforesaid and any extension thereof as may be mutually agreed by the parties, each

acting in their sole discretion.

Section 2 Termination Related Provisions

(a) Upon the expiration or earlier termination of this Agreement for whatever cause,
Blue shall, at Owner's cost and expense, assign and transfer to Owner or otherwise
put into the name of Owner if not already in that name, all contracts entered into by
Blue in relation to the Hotel or the performance of Blue's obligations hereunder.

(b) Blue shall deliver to the Owner (or its agent or nominee) all plans, designs, drawings,
layouts, specifications and other documents or materials (which are not owned by
Blue) relating to the Hotel or created or acquired by Blue, on behalf of the Owner, in
the performance of its obligations hereunder and in the custody or control of Blue
within thirty (30) days from termination.

(c) Blue shall leave at the Hotel all property located therein (other than property owned

by or proprietary to Blue or affiliates of Blue) in its then existing condition.

ARTICLE III Operation of the Hotel

Section 1 Standards of Operation

Blue shall, through the General Manager and on behalf of the Owner, operate the Hotel
to the standards comparable to those that are customary and usual and generally
prevailing in international, provided that the same is not in contravention of Negoland
law or regulation. Blue shall, through the General Manager and on behalf of the Owner,
conduct all activities of the Hotel in a manner that is customary and usual to such an
operation and in accordance with the laws and regulations of Negoland with diligence
and care generally attributable to a professional manager of a hotel with similar
characteristics. Blue shall perform and shall use its diligent efforts to ensure that the
General Manager acts, with reasonable skill, care and diligence in a professional and
appropriate manner in the operation of the Hotel and that the relationship with Owner

operates through channels of dialogue and transparency.
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Section 2 Control of Operation

Blue shall, through the General Manager and on behalf of the Owner control, operate
and manage of the Hotel in accordance with and subject to this Agreement. Nothing
herein shall constitute or be construed to be or to create a partnership or joint venture
between the Owner and Blue, and without prejudice to any other rights or remedies of
Owner, the right of Owner to receive financial returns solely based upon the operation
of the Hotel shall not be deemed to give Owner any rights or obligations, save as
otherwise set out in this Agreement, with respect to the operation or management of the
Hotel. Blue shall have the right to select and appoint, on behalf of Owner and subject to
and in accordance with this Agreement, all employees of the Hotel, including the
General Manager, the executive committee members, expatriate personnel and other
key executives of the Hotel; provided, however, Owner shall have the right to approve,
which approval shall not be unreasonably withheld, the appointment of the General
Manager, the Director of Finance and the Director of Marketing of the Hotel and any
replacements thereof (collectively, "Blue Senior Managers") and Owner will be
responsible for reasonable accommodation expenses of such Blue Senior Managers, as

separately agreed between Blue and Owner.

Section 3 Management Services

1. Without limiting the generality of the foregoing, during the term of this Agreement

Blue shall, through the General Manager and on behalf of the Owner, inter-alia:

(a) ask for, demand, collect and give receipts for all charges, rents and other amounts
due from guests, patrons, tenants, sub-tenants, concessionaires and other third
parties providing services to guests of the Hotel and, when desirable or necessary,
cause notices to be served on such guests, patrons, tenants, sub-tenants and
concessionaires to quit and surrender space occupied or used by them;

(b) arrange for association with one or more credit card systems in conformity with
Blue's general policy in such regard;

(¢) recruit, interview, and hire employees of the Hotel and pay from the Operating Bank
Account(s) of the Hotel salaries, wages, taxes thereon as appropriate, and social
benefits;

(d) establish purchasing policy for the selection of suppliers and negotiate supply
contracts to assure purchases on the best available terms;

(e) arrange for the purchase of utilities, equipment maintenance, telephone and telex

37



services, vermin extermination, security protection, garbage removal and other
services necessary for the operation of the Hotel, and for the purchase of all food,
beverages, operating supplies and expendables, Furnishings and Equipment and such
other services and merchandise necessary for the proper operation of the Hotel;

() provide appropriate sales and marketing services including definition of policies,
determination of annual and long-term objectives for occupancy, rates, revenues,
clientele structure, sales terms and methods;

(g) provide appropriate advertising and promotional services including definition of
policies and preparation of advertising and promotional brochures (folders, leaflets,
tariffs and fact sheets, guide books, maps, etc.) to be distributed in Blue hotels and
sales offices;

(h) cause its affiliates to furnish the sales and marketing services and centralized
reservation services;

(i) make available its own and its affiliated companies' personnel for the purpose of
reviewing all plans and specifications for alteration of the premises, and advising
with reference to the design of replacement Furnishings and Equipment and the
quantities required, and in general for the purpose of eliminating operational
problems or improving operations;

(j) establish and implement training and motivational programs for employees;

(k) subject to Owner's approval, institute in the name of Owner lawsuits or other legal
actions in connection with the operation of the Hotel deemed necessary or advisable
by Blue, provided that Owner shall have the right to participate in and approve any
settlement or compromise thereof;

(1) install and maintain the accounting books and records and other information
systems required for the efficient operation of the Hotel and file such tax returns
relating to Hotel operations as may be required by the laws of Negoland; and

(m) maintain and enhance the computer software for the Hotel operations management
system.

2. In performing its management services as described in Section 3. 1, Blue, as an agent

of Red, shall use its best effort to realize the best interest of Red.

Section 4 Hotel Property

Blue shall not use any property of the Hotel for any other purpose than the

management of the Hotel.
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Section 5 Consultations with Owner

The General Manager of the Hotel shall meet with Owner monthly to review, explain to
and discuss with Owner the monthly financial and operating results and cash flows of
the Hotel, to review the forecast for the next succeeding three (3) months of the Hotel,

and to discuss other operational matters and matters of interest to Owner.

Section 6 Blue's and General Manager's Right to Contract

In order to carry out its duties under this Agreement during the Operating Term, Blue
shall, through the General Manager and on behalf of the Owner, have the right, in the
name of the Owner, and as permitted by and in accordance with this Agreement, to
incur expenses and to enter into contracts with third parties in the ordinary course of
trading of the Hotel during the Operating Term; provided, however, that save to the
extent Owner has waived this requirement, any contract (or a series of related
contracts) involving any amounts or other obligations or liabilities (excluding payments
hereunder to Blue or any employees) in excess of US$100,000, which amount shall be
adjusted on an annual basis by the consumer price index of Negoland, shall require the

prior approval of Owner.

Section 7 Agency Relationship

In the performance of their duties hereunder provided that such is in accordance with
the terms of this Agreement, Blue and the General Manager shall act solely as agents of
Owner. All debts and liabilities to third persons incurred by Blue and the General
Manager as aforesaid in the course of their operation and management of the Hotel and
in accordance with this Agreement shall, save to the extent this Agreement provides
otherwise, be the debts and lLiabilities of Owner only and Blue and the General Manager
shall not be liable for any such obligations by reason of their management, supervision,

direction and operation of the Hotel for Owner.
Section 8 Employees of the Hotel
Blue shall, on behalf of and in consultation with Owner, select and appoint the General

Manager of the Hotel. Blue shall, through the General Manager, on behalf of Owner

select and appoint all employees of the Hotel, including the executive committee
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members, expatriate personnel and other key executives of the Hotel. Each employee of
the Hotel, including the General Manager, shall be the employee of Owner and not of
Blue, and Blue shall not, save as otherwise contemplated in this Agreement, be liable to
such employees for their wages or compensation, and every person performing services
under and in accordance with this Agreement, including any agent or employee of Blue
or any of its affiliates or any agent or employee of Owner hired by Blue who is, in each
case, so acting, shall be acting as the agent of Owner. Owner shall have the right to
request Blue to remove the General Manager, Director of Finance, and/or Director of
Marketing if, in the Owner's reasonable opinion, the General Manager, Director of
Finance, and/or Director of Marketing, as appropriate, has demonstrated poor
performance due to the lack of skills or neglect of his or her duties; provided that Blue
shall have previously received at least two (2) prior written notices, on dates at least
thirty (30) days apart, from the Owner with respect to poor performance of the General
Manager, Director of Finance or Director of Marketing, as appropriate, and that the
applicable individual shall have theretofore been afforded with a reasonable

opportunity to cure such circumstances not exceeding 90 days.

Section 9 The General Manager

Blue shall, in order to perform its obligations to operate and manage the Hotel in
accordance with and subject to the terms of this Agreement, exercise its control and
discretion, subject to and in accordance with the terms of this Agreement (and without
prejudice to its other obligations in respect of the exercise of control and discretion), in
the operation and management by designating the General Manager to be employed by
Owner, (herein called the "General Manager"). Blue shall ensure General Manager shall
(a) be familiar with Blue's method of hotel operation, (b) be furnished with Blue's
policies and systems and procedures manuals from time to time in effect, and (c) whose
major activities shall be reviewed and supervised by Blue while he shall retain full
autonomy to make day-to-day decisions with respect to such operations. To such
purpose, Owner shall pass such resolutions as may be required to confer on General

Manager the necessary power for such purpose.

Section 10 Blue's Management Modules

All of Blue's management modules including, but not limited to, policies and procedures,

operations, accounting and training, which are furnished by Blue in connection with its
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management of the Hotel are and shall be at all times, without further act or action, the

exclusive property of Blue.

ARTICLE IV Management Fees, Books and Records

Section 1 Blue's Fees

During the Operating Term and any extension thereof, and during the period of partial

operations (if any) prior to the formal opening of the Hotel, Blue shall be entitled to

receive:

A. as basic management fee with respect to each month an amount equal to three
percent (3%) of the Revenue relative to and calculated for such month; and

B. as incentive fee, with respect to each month, an amount equal to 10% of the Gross

Operating Profit of the Hotel relative to and calculated for such month.

Section 2 Books and Records

Blue shall, through the General Manager on behalf of the Owner, keep full and
adequate books of account and other records reflecting the results of the operation of the

Hotel.

Section 3 Gross Operating Profit

The term "Gross Operating Profit" as used in this Agreement shall mean with respect to
any relevant period of time (a "relevant period"), the amount computed with respect to
that period as follows:

A. All revenues and income of the Owner derived with respect to such relevant period
directly or indirectly from the operation of the Hotel (herein called "Revenue" with
respect to such relevant period).

B. From the Revenue, with respect to the relevant period, shall be deducted the entire
cost and expense of maintaining, conducting and supervising, in accordance with the
terms of this Agreement, the operation of the Hotel accrued with respect to the

relevant period.
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ARTICLE VI Repairs and Changes

Section 1 Normal Repairs and Maintenance

Blue shall, through the General Manager and on behalf of the Owner, repair and

maintain the Hotel in good order and condition, ordinary wear and tear excepted.

Section 2 Other Changes, Replacements and Additions

Any changes, replacements, additions, or improvements not otherwise provided for in
this Agreement shall, if mutually agreed upon, be made promptly by Owner (or, if Blue

agrees, by Blue, upon receipt from Owner of sufficient funds therefor).

ARTICLE VII General Covenants of Blue and Owner

Section 1 Operation of the Hotel

Blue shall, through the General Manager and on behalf of Owner, use commercially
reasonable efforts to operate the Hotel in a manner that maximizes efficiency and

reduces expenses, subject to the Hotel meeting the Blue Star Standards.

Section 2 Reports

Blue shall, through the General Manager and on behalf of the Owner, make monthly
reports on a profit and loss of each month within ten (10) days after the end of each
month. Within sixty (60) days after the end of each fiscal year, Blue shall provide the
Owner with a profit and loss statement, certified by an independent public accountant
selected from one of the four (4) largest international public accounting firms (the "Big
Four" firms).

Blue shall, through the General Manager, make immediate report to the Owner, once

any event which may give material adverse effect to the operation of the Hotel.

ARTICLE VIII Defaults

The following shall constitute events of default:

(1) The failure of either party to make any payment to the other provided for herein for
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a period of thirty (30) calendar days after such payment is payable;

(2) The filing of a voluntary petition in bankruptcy or insolvency or a petition for
reorganization under any bankruptcy law by or against either party;

(3) The failure by Owner to build the Hotel in accordance with Blue Star Standards or to
cure defects or deficiencies of which Blue shall notify Owner and in each case the
continuance of any such failure for a period of thirty (30) calendar days after notice of
said failure;

(4) The failure by either party to perform, keep or fulfill any of the other material
covenants, undertakings, obligations or conditions set forth in this Agreement, and
the continuance of any such default for a period of thirty (30) calendar days after
notice of said failure;

In any of such events of default, the non-defaulting party may give to the defaulting

party notice of intention to terminate this Agreement after the expiration of a period of

thirty (30) calendar days from the date of such notice, and upon the expiration of such
period, this Agreement shall terminate. If, however, upon receipt of such notice, the
defaulting party shall promptly cure the default, then such notice shall be of no force
and effect or, when such default cannot be cured within thirty (30) calendar days, if the
defaulting party shall take action to cure such default with all due diligence, then the
effective date of the termination notice shall be extended for such reasonable time as

shall be required for the defaulting party to cure such default.

ARTICLE IX Force Majeure

In the event that any party hereto shall be rendered unable to carry out the whole or
any part of its obligations under this Agreement by reason of acts of God, acts of
government in exercise of its sovereign power, other force majeure, then the
performance of the obligations hereunder of that party affected by such cause shall be
excused during the continuance of any inability so caused. Notwithstanding anything
herein contained to the contrary, if by reason of any one or more of the matters aforesaid,
any party hereto is delayed in performing or is unable to perform any material
obligation hereunder for more than three (3) months, then, either party may terminate
this Agreement by ninety (90) days' prior notice given after the expiration of the said

three (3) month period without liability save for any accrued rights and obligations.

ARTICLE X Trade Name and Exclusivity
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Section 1 Name of Hotel.

During the Operating Term, the Hotel shall at all times be known and designated as
"Blue Star Negoland". Upon the expiration or early termination of this Agreement,

Owner shall change the name of the Hotel to exclude the names "Blue Star".

Section 2 Exclusivity

During the Operating Term, Blue and its affiliates shall not own, manage, franchise, or
operate another hotel in Negotown (the "Restricted Area") under a trade name that

includes "Blue Star" or “Blue”.

ARTICLE XI Arbitration and Applicable Law

Any dispute, controversy or claim arising out of or in connection with this Agreement, or
the breach, termination or validity hereof, shall be settled by final and binding
arbitration in accordance with the UNCITRAL Arbitration Rules and in Japan.

This agreement shall be construed, interpreted and applied in accordance with, and
shall be governed by UNIDROIT Principles for International Commercial Contracts
2010. (Note: This provision was revised in 2011, after the two parties agreed to the

revision)

ARTICLE XII Miscellaneous

Section 1 Consents and Approvals

Wherever in this Agreement the consent or approval of Owner or Blue is required, such
consent or approval shall not be unreasonably withheld or delayed, shall be in writing
and shall be executed by a duly authorized officer or agent of the party granting such

consent or approval.

Section 2 Entire Agreement

This Agreement, together with other writings signed by the parties expressly stated to
be supplemental hereto and any instruments to be executed and delivered pursuant to

this Agreement, constitutes the entire agreement between the parties and supersedes
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all prior understandings and writings, and may be amended or changed only by a

writing signed by the parties hereto.

Section 3 Survival and Continuation

Notwithstanding the termination of this Agreement or of the General Manager's
management of the Hotel in accordance with this Agreement, all obligations of either
party provided for herein, that need to survive such termination, including inter alia,
the payment of monies due by Owner to Blue or due by Blue to Owner prior to such
termination, shall survive and continue until they have been fully satisfied or

performed.

IN WITNESS WHEREOQF, the parties hereto have executed this Agreement as of the

day and year first above written.

Red Corporation Blue Corporation
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