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LICENCE AGREEMENT FOR THE MANUFACTURE
AND/OR ASSEMBLY

This agreement is made and entered into this lst day of May 1992,by and between Corpora-
tion, . China, (hereinafter referred to as Party Adand __, (hereinafter referred
to as Party B).

WHEREAS Party B is desirous of manufacturing and/or assembling the line of Party A bus-

-es(hereinafter referred to as Licensed Products Whose products are identified in Exhibit A at-
tached hereto. The term” Licensed products”is meant to include all components as improved ,added
to or modified, which now from of may hereafter form an integral part of the Licensed Product
(s). Said Exhibit A may modified at may time only by written agreement of both parties.

AND WHEREAS to attain the above Party B is desirous of acquiring manufacturing and/or
assembly rights from Party A;

AND WHEREAS Party A s willing to cooperate with Party B

in manufacture and/or assembly of said Licensed Products in auordaue with this Agreement;

THEREFORE,it is agreed between Party A and Party B as follows:

A.RIGHT TO MANUFACTURE AND/OR ASSEMBLY .

1. a. Party A hereby grants to Party B such right as Party A must possess for the manufac-
ture and/or assembly of Licensed Products in Peru,and to sell License Products in accordance
with this Agreement. However the rights herein are granted solely for those models of Licensed
Products specifically set forth in Exhibit A and improvement or technical solution introduced into
the Licensed Products by Party A which make them more competitive or more efficient or more
adaptable or enables them to be manufactured more efficiently or more cheaply. The object of the
foregoing is to permit reasonable continuity of production according to current Party A deszgns

b. Rights are not granted for the manufacture and/or assembly of New/RepIacement
models”of Licensed Products not set forth in Exhibit A. The term” New /Replacement models”is
defined as a model that is quite different in terms of appearance of function or function or mechan-
ical solution or capacity from any model set forth in Exhbit A. New/Replacement models may be
added to this Agreement at any time on the basis of terms to be mutual negotiated between the
parties hereto.

c. In the event that New/Replacement models are added to the Agreement,then the term of
this Agreement with respect to such New/Replacement models shall be five years from the date of
addition of such models to Exhibit A.

2. Party A agrees that it will not undertake itself nor grant to others the right to manufacture
and/or assemble in Peru while this Agreement is in effect. such of the Licensed Products as are
manufactured and/of assembled in Peru only by Party B from time to time unless the written con-
sent of Party B, .

3. Party B agrees that the rights granted herein are not subject to either tansfer of assign-
ment, voluntary or involuntary,by Party B. It is agreed that Party A may from time to time fulfill

its obligations and exercise its rights through a subsidary, affiliate or licensee of Party A or
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through a subcontractor.
4. The rights granted herein are expressly limited to the manufacture and procurement of

components and parts for use in the assembly of Licensed Products and the supply of replacement
parts therefore. Party B agrees that it will not use itself or sell,assign or transfer ih any way to
others,such components or parts for the assembly of equipment other than Licensed Products or
as replacement parts for equipment other than Licensed Products. '

5. Party B agrees not to use Party A model designations on Licensed Products produced in
Peru which do not conform to current Party A production specifications,Party B further agrees to
obtain Party A's approval of alternate desiganations selected for use on Licensed Productts.

6. Party B agrees that it will not use any of the Party A’s trademarks or trade names on the
Licensed Products without first obtaining a license to do so from Party A.and agrees further that
nothing in this Agreement is to be constructured as a license from Party A use either its trade-
marks of trade names. _

Party B expressly agrees that if for any reason this Agreement is terminated it will not con-
tinue using Party A’s trademarks or trade names even if such license agreement is not terminated
according to its provisions. .

7. Party B shall identify Licensed Products as being made under license from Party A. The
forms and location of such identification shall be approved by Party A.

8. If Party B within ten(10) months from the effective date of this agreement does not take
active steps for the production of a Licensed Product,Party A shall have the option to extend not
—exclusive manufacturing and sales rights to-others for such Licensed Product. Party A will give
three (3)months’ notice to Party B before any such license is extended ,during which period Party
B may elect to take active steps for the production of such Licensed Product.

B.SUPPLY OF DUCUMENTATION AND TECHNICAL ASSISTANCE

1. Party A will furnish Party B within ninety (90) days of the receipt of the written request
two (2)copies of the documentation,one of which will be reproductive,specified in section B. 1. of
the Trademark License and Technical Assistance Agreement,

C.REPLACEMENT PARTS _

1. Party B agrees to maintain adequate records of replacement parts and will permit Party A
to examine such record as at Party A’s option.

2. Party B shall submit a quarterly statement of production to Party A.If no production has
taken place,the statement shall so indicate.

D. SUPPLY OF COMPONENTS AND REPLACEMENT PARTS

1.Party A agrees for the term of this Agreement to supply components available to Party A
in rough or finished state which may be required by Party B for the production of Licensed Prod-
ucts Such components are to be to the current Party A design or as ordered by Party B.

2. Party B agrees to purchase only from Party A proprietary standards or manufactured on
Party A proprietary tooling except as Party A proprietary standards or manufactured on Party A
proprietary tooling except as Party B may subcontract with local vendors,for manufacture in Peru

in accordance with this Agreement.
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3. Party A or its designated subsidiary ,affiliate or licensee will sell the components to Party
B on the basis of Party A’s published net export price for the licensed product. If no net export
price exists ,the prices will be negotiated. The parties understand that such published net export
price is modified form time to time by NOORINCO and the prices used in the preparation of in-
voices will be those in effect at the time of order shipment.

4. Pa‘rty B agrees to place with Party A or its designated subsidary,affiliate or licensee firm
orders for components by the 15th of the month so as to give Party A not less than four (4)
months’ advance notice of its requirements for such production by type and quantity. Party B will
also use its best endeavors to provide Party A with a further eigh —months’ estimate of require-
ments for planning purposes. Requests for schedule (order )revisions, (either increases or decreas-
es,adding of new part numbers or cancelling of total quantities previously schedule),received by
Party A prior to the 15th of the month will recognize the current month as a firm schedule month
and successive month 1,and 2 also having firm schedules,

5. Party A agrees that Party B will be supplied replacement parts which are not manufactured
in Peru at net export replacement parts prices established by Party A or its respective subsidiary,
affiliate or licensee. _

6. Party B agrees to place purchase orders for replacement parts requirements separate from
those for components for production of complete License Products or attachments. Purchase or-
ders for replacement parts will be addressed.

7. a. All buses or component orders placed by Party B on Party A ,its designated subsidiary,
atfiliate or licensee shall be accompanied by import licenses (where necessary)and irrevocable let-
ters of credit confirmed by a Chinese bank in U. S. dollars or other agreed upon methods of pay-
ment. The irrevocable letters of credit must be received by Party A at least two weeks prior to
shipment from the packing plant.

b. All replacement part orders placed by Party B on Party A ,its designate subsidiary,affiliate
or licensee shall be accompanied by import licenses (where necessary)and irrevocable letters of
credit confirmed by a Chinese bank in U. S. dollars or other agreed upon methods of payment. The
irrevocable letters of credit must be received by Party A at least two weeks prior to shipment
from the packing plant.

c. Party B agrees to establied through an acceptable U. S. bank,a bond in the ammount of U.
S. dollars 200 000 00 to guarantee that Party B will be able to open letters of credit as agreed in
paragraph a and b.

d. Party A agrees to supply Party B with replacement spare parts for the Licensed Products
for a period of five(5) years after the termination date of this Agreement of the production of Li-
censee Product in order to satisfy the requirements of the users of the Products. Such supply will
be su_bject to cash in advance payment before shipment or other terms as mutually agreed upon.

8. All goods purchased by Party B hereunder are to be delivered to Party B at Party A’s fac
tory. Packing, inland freight,loading costs,ocean transportation;freight and insurance to be ar-
ranged for Party B’s account per Party B’s instructions and in absence of instructions then accord-

ing to Party A’s judgement and direction. Storage .insurance ,demurrage ,and any other charges,as
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well as all visas,consular and notary fees,and any bank charges,import fees and duties will be
paid by Party B. :

9. Party A recognizes the desirability of filling orders promptly and agrees that it will at all
times use its best efforts to make shipments on or before the dates specified if orders accepted
from Party B but it shall not be responsible for any failure to ship on time or fill orders where pre-
vented by causes beyond Party A's reasonable control.

10. Party B shall examine all shipménts on arrival and within 60 days after receipt shall notify
Party A in writing (preferably using NOORINCO standard over ,Short and Damag_ed report Pro-
cedures) predetermined location upon Party A’s specific request will be paid by Party A.

11. Party A warrants to Party B that any parts or components delivered to Party B under this
Agreement will be free from defects in material and workmanship under normal use and service
when assembled according to Party A specifications. Party A’s obligation under this warranty is
limited to repairing or replacing at the factory designated by Party A any parts or components
which shall be examined by Party A and found defective. This warranty will cease 15 months after
receipt of the parts or components by Party B or 12 months after delivery to the user of Licensed
Products incorporating the parts or components , whichever occurs first.

12. Party A will not be liable under this warranty or otherwise for. any direct or indirect loss
whatsoever arising out. of any defect in the parts or components or any parts thereof. The above
warranty is in lieu of all other warranties,expressed or implied ,and no person,agent or represen-
tative of Party A is authorized to give any other warranties on Party A’s behalf or to assume for it
any reliability in connection with the parts or components.

13. With respect to outside supplier parts or components Party B shall be entitled to similar
benefits as Party A,but in no event in excess of such benefits as Party A may receive under any
warranty that Party A may be given by the cutside supplier.

E. ENGINEERING _

1. Party B agrees to manufacture and/or assemble Licensed Products as well as components
and service tools for Licensed Products in accordance with the documemtation, knowhow and
technical assistance supplied to Party B by Party A. Party B will adhere to Party A’s design ex-
cept for compelling and necessary reasons caused by manufacturing capability, performance fail-
ures,or material availability.

It shall be Party B's responsibility to assure all parts produced and/or supplied by Party B

. under the Party A part number be equivalent in all respects to parts produced by Party A under
the same part number. Party A’s part numbers will not be used unless such items are an exact e-
quivalent, .

Alternations or changes will be processed in the manner agreed upon in section C. L. of the
Trade mark License and Technical Assistance Agreement,

2. Party A has the right at any time to inspect the Licensed Products or components manufac-
tured by Party B or Party B’s suppliers to determine that the materials and workmanship conform
to the standard of drawings and specifications supplied by Party A. Party B agrees to cooperate

and make available the necessary facilities for such inspections.
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3. It is understood and agreed by Party B that Licensed Products manufactured by Party B
shall be manufactured strictly in accordance with the design, drawings,and specifications fur-
nished by Party A unless modified pursuant to C. 1. and in any event the Licensed Products will
possess the same characteristics in quality as products produced by Party A. Party A. however,
does not assume any warranty obligations with respect to ‘Party B Licensed Products.

F.SHORT TERM SERVICES _

1. At the request of Party B and subject to NORICNO’s own requirement for their services,
Party A is prepared to supply technical manufacturibg 2nd engineeting personnel to Party B. The
number of pefson and 'periods of time and terms and fees involved to be determined by mutual a-
greement. '

G. SALE OF LICENSED PRODUCTS

1.1t is agreed that Licensed Products and service for Licensed Products , Produced in Peru un-
der of any claim that goods were either short — shipped, excess quantities received or damaged
parts were received. Party B’s failure to provide Party'A with information within the specified pe-
riod waives Party A’s obligation to make correctional.

When timely notice has been given,Party A will have a reasonable time to examine the claim
and according to Party B’s instructions and /or requests , will either (1)extend or deny credit for re-
place damaged parts, (2)deny or extend credit to Party B to cover rework expenses and tost for
such rework has been agreed to prior to rework operations actually being performed by Party B
(3) advise disposition of in correct parts shipped or quantities overshipped and (4) will advise dis-
position of claims for short shipments. '

" Freight charges for ever—shipments and for material wrongly shippped returned to NLRIN-
CO to as the terms of this Agreement,will be sold in Peru exclusively by the distributor (s) of
Party A or its affiliates of ,if this be not the case,such bther distributor(s) as Party A and Party
B may mutually agree upon. ’

2. The conditions of sale in of Party A products, excepting Licensed Products
produced in Peru,shall be those established in the Distributor Contract. Nothing contained in this
Agreement shall prevent Party A or any person authorized by Party A from selling Party A prod-
ucts,attachments,and service tools therefore,excepting Licensed Products produced in Peru pur-
suant to that Distributor Contract.

3. All exports of Licensed Products manufactured by Party B in ___ will be made only
through distributors of Party A.

a. It is further agreed that such Licensed Prouducts will not be sold in Peru either directly or
indirectly in such a manner that would result in exports not in accordance with this agreement,
and that such Licensed Products will not be exported from Peru in a type of export transaction
which would not be permitted by Party A.

b. Party B will accept orders for such Licensed Products directly from such distributors or
other customers,subject to prices,terms,and other conditions which Party B establishes. Party B
will ship and invoice such goods directly to such distributors or other customers, paying in each

case,a fee to Party A of five percent (5%)of such prices,unless an other rate or other terms of
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commission payment are specifically agreed by Party A in writing in respect to particuiaxlf situa-
tions. Said fee will be due and payable when Party B invoices its customer but in not event later
than thirty (30)days from the date of shipment and instructions as to the payment of said fee.
This fee will cover Party A’s warranty administration and product support in the country of sale.

c. It is agreed that Party A shall have no responsibility to Party B in respect to the obliga-
tions of such distributors or other customers or to such distributors or other customers in respect
to the obligations of Party B.

4. Party A agrees to encourage Party A’s distributors and customers in the neighboring Latin
American market to consider Party B being their principal source for the Licensed Product,or in
other markets so designated by Party A. Party B and Party A both recognize that said distributors
and customers are not bound to consider their principal source.

H. TERM OF THE AGREEMENT

The terms of this Agreement shall be five years from the date first above written. This A-
greement may be renegotiated for renewal after four years. Either party may by ninety(90)day’s
prior written notice terminate this Agreement of the final date hereof or any subsequent date. In
the absence of such notice by one party to the other,this Agreement shall remain in effect.

1. Tt is deemed a material condition of this Agreement that Party B will actively pursue the
manufacture and sale of Licensed Products in accordance with the terms of this Agreement. Annu-
al manufacturing objetives will be mutually agreed upon by Party A and Party B as of the date
first above written. Either party reserves the right to review this agreement in the event that Par-
ty B fails to meet the annual manufacturing objective mutually agreed upon between Party B and
Party A.

2. In the event that either party shall fail to comply with any of the terms or conditions. Here-
of and shall fail to remedy such failure within ninety (90) days of the giving of ‘written notice by
the other party thereof,then and in such event the party giving rotice may terminate this Agree-
ment forthwith by notifying the other party. :

3. Either party may terminate this Agreement forthwith in the event of the bankruptey or in-
solvency of the other party.

4. This Agreement may be terminated forthwith by the mutual cc;nsent of both parties.

5. Upon termination of this Agreement for any reason whatsoever,all drawings, transparen-
cies ,specifications ,and any other. manufacturing or engineering information supplied by Party A,
and all copies thereof ,will be returned to Party A and Party B will cease to manufacture said Li-
censed products or components,or parts thereof.

Termination of the Agreement shall not affect any accrued liability of Party B to Party A.

6. Upon termination of this Agreement, for any reason whatsoever, any unpaid balance oI‘
fees,G. 3. b. ,or for components or replacement parts purchased by Party B from Party A,shall
become immediately due and payable.

L. CENERAL PROVISIONS

1. Until otherwise notified in writing , the mailing addreses of the parties hereto for notices

and communications ,are all follows
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2. Party A agrees to supply Party B copies of all available sales specifications sheets, sales
catalogues, operator’s manuals,and parts catalogues,in the language of English.

a. Party A further agrees to supply the above information in reproducible form where possi-
ble. .

b. Party A assumes no obligation to translate any of the above material into another lan-
guage or altermate system of measurement.

c. Party B agrees to pay Party A for such materials as it may order from Party A in writing,
the cost thereof including applicable overheads and expenses at such figure as shall be certified by
Parts A. )

3. Party A agrees to indemnify and hold Party B careless from any and all liabilities ,costs and
expenses which arise out of or result from a defect in a Party A design of the Licensed Product
and Party B agrees to indemnify and hold harmless from any and all liabilities ,costs and expenses
which arise out of or result from a defect in material or workmanship on the Licensed Product
manufactured by Party B. |

4. This Agreement contains the full and entire agreement for Manufacture and/or Assembly
between the parties hereto and no prior outside or oral or writ_ten undertaking is of any force shall
be in writing signed by the duly authorized representatives or the parties.

5. The Exhibits to this Agreement form an integral part of this Agreement.

6. The failure of either party hereto at any time to take action against another party,or the
failure of either party hereto to terminate full performance of this Agreement or to terminate this
Agreement any time thereafter,and the waiver by either party of a breach of any provision of this
agreement shall not constitute a waiver of any suBsequent breach thereof. _

7. This Agreement may be terminated at the option of Norinco unless the consent of all rele-
vant authorities shall be obtained to the terms of the Trade mark License and Technical Assis-
tance Agreement-within sixty (60) days from the date first above written or such subsequent date
as shall be muturally agreed upon by Party A and Party B.

8. Except as is otherwise expressly provided herein,all disputes,controversies or differences
arising between the parties out of or in relation to or in connection with this Agreement,or any
breach or default hereunder (including but not limited to, A dispute concerning the existence or
continued existence of this Agreement,and the validity of the arbitral provision)which cannot be
settled amicably shall be subject to arbitration.

Arbitration shall be conducted in accordance with the procedures and rules set forth in the
UNCITRAL arbitration rules except as modified herein. . .

The arbitral tribunal shall have its seat, and arbitration proceedings shall take place in
Zurich,Switzerland.

' The arbitral tribunal shall consist of three arbitrators. Party B and Party A shall each appoint
one arbitrator. If the respondent does not designate an arbitrator within thirty (30) days after the
date of notification by petitioner,such arbitrator shall be named by the President of the commer-
cial court of Zurich or,in the case of this impediment or nonaction, by the Supreme Court of the

Canton of Zuricha as provided in Article 364 of the Code of Civil Procedure. The two arbitrators



