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MEMORANDUM OF UNDERSTANDING

This Memorandum expresses our mutual intent of Red Industries, Ltd. (“Red”) and Blue
Materials, Inc. (“Blue) to cooperate Red’s project (“Project”) to produce the new car (the
“Car”) which Red has been developing.

Red requested Blue to provide the parts of engine and suspension of the Car with the
quality specified by Red and to grant the licenses of the patents for the control
mechanism held by Blue. Blue accepted Red's request and both parties intend to
negotiate and conclude final binding contracts (the “Definitive Agreements”) with
respect to the matters set forth below.

1. Blue will provide the parts of engine and suspension of the Car as requested by Red.
Red will promise to purchase more than the minimum amount of the parts which is
mutually agreed by the parties and will not purchase the parts from other
companies than Blue at least for five years from the first purchase of the parts.

2. Blue will grant Red with the licenses of the patents of the control mechanism. Red
shall pay ¥10,000,000 for up-front royalty at signing and no running royalty is

required.

3. Red will appoint Herlock Auto, Inc., the subsidiary of Blue as the sole distributor of
the Car in Arbitria.

4. Red and Blue will keep each other’s confidential information strictly secret and will
not reveal the existence of this memorandum to any third party without the other
party's approval in advance.

5. This memorandum represents the good faith intentions of the parties to proceed
with the Project but is not legally binding and creates no legal obligations on either
party. Its sole purpose is to set out the principles on which the parties intend in good
faith to negotiate the Definitive Agreements.

Dated: September 24, 2004

Red Industries, Ltd. Blue Materials, Inc.
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PATENT LICENSE AGREEMENT

THIS AGREEMENT is made and entered into by and between Red Industries, Ltd., a
corporation of Negoland (“Red”), and Blue Corporation, a corporation of Arbitria (“Blue”),
as of the 27th September, 2004

WITNESSETH

WHEREAS, Blue owns patents in certain countries of the world with respect to
Licensed Technology (defined below); and

WHEREAS, Red desires to acquire license under such Blue's patent; and

WHEREAS, as a part of the mutual cooperation to manufacture the new car mentioned
in the Memorandum of Understanding between Red and Blue dated ,

Blue is willing to grant such license to Red.

NOW, THEREFORE, in consideration of the mutual covenants and premises contained
herein, the parties hereto agree as follows:

Section 1. DEFINITIONS

1.1 "Licensed Technology" shall mean the control mechanism as specified in the
Attachment 1.

1.2 "Licensed Patent” shall mean all the patents issued under the following patent
applications and their divisions, continuations and continuation-in-parts, and all
reissues of any of the foregoing patents.

1.3 “Licensed Territory" shall mean the countries in which Licensed Patents are in
existence.

1.4 “Car” shall mean the car which will be produced by Red and specified with the
products No. X-1001.

Section 2. GRANTS OF LICENSES
2.1 Blue hereby grants for the term of this Agreement to Red, subject to the conditions

under this Agreement, a non-exclusive and non-transferable license, without the right
to sublicense, under Licensed Patents to use Licensed Technology in the Licensed
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Territory.

2.2 Red is allowed to use the Licensed Technology only for the purpose of its production
of the Car, and is prohibited to use the Licensed Technology for any other purpose.

Section 3. LICENSES FEE

3.1 In consideration of the license set forth in Section 2 above, Red shall pay
¥10,000,000 for the upfront royalty within 30 days after the date of this Agreement.

3.2 No running royalty shall be charged.

Section 4. TERM AND TERMINATION

4.1 This Agreement shall become effective on the date of this Agreement and shall,
unless earlier terminated pursuant to Sections 4.2 or 4.3 below, continue until the sixth
anniversary of the date of this Agreement.

4.2 In the event of a breach of this Agreement by one party hereto, and if such breach is
not corrected within ninety (90) days after written notice complaining thereof is
received by such party, the other party may terminate this Agreement forthwith by
written notice to that effect to such party.

4.3 Blue shall also have the right to terminate this Agreement forthwith by giving
written notice of termination to Red at any time, upon or after:

(a) the filing by Red of a petition in bankruptcy or insolvency; or

(b) any adjudication that Red is bankrupt or insolvent; or

(c) the filing by Red of any legal action or document seeking reorganization,
readjustment or arrangement of Red's business under any law relating to bankruptcy or
insolvency; or

(d) the appointment of receiver for all or substantially all of the property of Red; or

(e) the institution of any proceedings for the liquidation or winding up of Red's business
or for the termination of its corporate charter; or

(f) the assignment to third party of all or substantially all of the assets of Red; or

(g9) important change in controlling ownership of Red; or

(h) any activity or assistance by Red of challenging the validity of any Licensed Patents
or restricting the scope thereof.
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4.4 In the event of termination of this Agreement by Blue pursuant to Sections 4.2 or 4.3
above, the licenses granted hereunder to Red shall automatically terminate when Red
has received or is deemed to have received such termination notice hereunder.

Section 5. NEW PATENTS

A new patent derived from any improvement over inventions covered by the Licensed
Patents:

(i) is owned by Blue and the non-exclusive license shall be granted to Red at a
reasonable royalty, if invention is made solely by Blue. Detailed terms and conditions
for such license shall be separately agreed upon between the parties.

(i) is owned by Red and the non-exclusive license shall be granted to Blue at a
reasonable royalty, if invention is made solely by Red. Detailed terms and conditions for
such license shall be separately agreed upon between the parties. However, the
non-exclusive license for a patent for which the invention is made within five years after
the date of this Agreement shall be royalty free.

(iii) is owned jointly by Red and Blue, if invention is made by Red and Blue. Each party
shall be free to practice and use such jointly owned patent on a world-wide,
non-exclusive basis without accounting to and royalty-free to the-other party. Each
party shall be free to license jointly owned patent to their subsidiaries but licenses to
third parties may be granted only upon the other party's prior consent, which may not
be unreasonably withheld.

Section 6. MISCELLANEOUS

6.1 The parties hereto shall keep the terms and conditions of this Agreement (except the
existence of this Agreement) confidential and shall not divulge the same or any part
thereof to any third party except:

(i) with the prior written consent of the other party; or

(ii) to any governmental body having jurisdiction to request and to read the same; or
(iii) as otherwise may be required by law or legal process; or

(iv) to legal counsel representing either party; or

(v) as required for review by the competent authorities of the Negoland or the Arbitria
Government.

6.2 The construction and performance of this Agreement shall be governed by and shall
be subject to UNIDROIT principles of International Commercial Contracts.

6.3 The parties hereto shall use their best efforts to resolve by mutual agreement any
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disputes, controversies or differences which may arise from, under, out of or in
connection with this Agreement. If any such disputes, controversies or differences
cannot be settled between the parties hereto, they shall be finally settled by arbitration
in Tokyo, Japan under the UNCITRAL Arbitration Rules and by two (2) arbitrators
appointed in accordance with the said Rules. The award rendered by the arbitrators
shall be final and binding upon the parties hereto. Judgment upon the award may be
entered into any court having jurisdiction thereof.

6.4 Any failure of either party to enforce, at any time or for any period of time, any of the
provisions of this Agreement shall not be construed as a waiver of such provisions or of
the right of such party thereafter to enforce such provisions.

6.5 If any term, clause or provision of this Agreement shall be judged by the competent
authority to be invalid, the validity of any other term, clause or provision shall not be
affected; and such invalid term, clause or provision shall be deemed deleted from this
Agreement.

6.6 All notices required or permitted to be given hereunder shall be sent in writing by
certified or registered airmail, or facsimile (with a confirmation letter thereof) to the
address specified in the attachment or to such changed address as may have been
previously specified in writing by the addressed party. Unless otherwise proven, each
such notice given by either party hereto shall be deemed to have been received by the
other party on the fourteenth (14th) day following the mailing date or on the second
(2nd) day following the facsimile date.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly
executed in duplicate on the date first above written.

Red Industries, Ltd. Blue Materials, Inc.
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AGREEMENT

This AGREEMENT is made as of this 1st day of June, 2005 by and between Red
Industries, Ltd, a corporation organized and existing under the laws of Negoland
(hereinafter called "RED") and Hurlock Auto, Inc., a corporation organized and existing
under the laws of Arbitria (hereinafter called "DISTRIBUTOR")

WITNESSETH:

1. Appointment

RED hereby appoints DISTRIBUTOR as its exclusive distributor for the sale of the
Car No. X-1001 (hereinafter called "PRODUCTS") in Arbitria (hereinafter called
"TERRITORY"), and DISTRIBUTOR hereby accepts such appointment.

2. Relationship between RED and DISTRIBUTOR

The relationship between RED and DISTRIBUTOR shall not be that of a principal
and an agent but shall be solely that of a seller and a buyer, and DISTRIBUTOR shall
not conclude any contract or agreement or make any commitment, representation or
warranty which binds RED or otherwise act in the name of or on behalf of RED, nor
hold itself out as entitled so to do.

3. Terms of Sales

RED shall sell to DISTRIBUTOR and DISTRIBUTOR shall purchase from RED
PRODUCTS subject to the terms and conditions to be mutually agreed upon by entering
into a* CONTRACT OF SALE" in the form of RED attached hereto as Exhibit, as may
be amended by RED.

Unless otherwise specifically agreed, the provisions contained in this Agreement shall
govern and supersede any conflicting printed provisions contained in said form.

In case of any conflict between the provisions contained herein and any handwritten
or typed terms and conditions contained in said form, the latter shall prevail.

4, Minimum Sales

DISTRIBUTOR shall sell at least 5,000 PRODUCTS to its customer in the
TERRITORY for each Contract Year
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The term "Contract Year" means the one (1) year period beginning on the date which
the parties will mutually agree as the date to commence the sale of PRODUCTS in the
TERRITORY and each one (1) year period beginning on the anniversary thereof, during

the term of this Agreement.

5. Information

DISTRIBUTOR shall furnish RED, periodically and from time to time as requested by
RED, with written reports with respect to the following —
(@) Monthly volume of sales of PRODUCTS in TERRITORY;
(b) Monthly inventory of PRODUCTS;
(c) Semi-annual financial statements of DISTRIBUTOR certified by a certified public
accountant;
(d) Sales promotion activities for PRODUCTS in TERRITORY;
(e) Customer complaints and other claims including, without limitation, product
liability claims;
(f) Changes in local laws affecting PRODUCTS, their importation, distribution or
insurance; and
(o) Market information affecting sales of PRODUCTS.

6. Duties of Distributor

DISTRIBUTOR agrees to actively and diligently promote the sale of the PRODUCTS
in the TERRITORY.

DISTRIBUTOR agrees to promote in the TERRITORY the names RED and the
PRODUCTS.

7. Exclusive Distributorship

During the term of this Agreement or any renewal, and for so long as Distributor
shall not be in default hereunder or under any CONTRACT OF SALE for PRODUCTS
referred to in Clause 3 above, RED shall not sell PRODUCTS to any person or entity in
TERRITORY other than DISTRIBUTOR and shall refer to DISTRIBUTOR any inquiry
for PRODUCTS which RED may receive from any person or entity in TERRITORY.

8. Duties of Red

RED agrees to furnish DISTRIBUTOR with reasonable quantities of catalogs,
manuals, advertising literature and other sales aids that may be available by RED.
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RED further agrees to provide Distributor with reasonable support and technical
assistance upon terms and conditions to be agreed upon from time to time.

RED agrees to uses its best efforts to meet the proposals and/or request by
DISTRIBUTOR to increase the sale of the PRODUCTS in the TERRITORY in such
manner as Red thinks appropriate as far as RED considers that such proposals/requests
are commercially reasonable and shall not cause substantial cost on RED.

9. Sales in TERRITORY only

DISTRIBUTOR shall sell PRODUCTS only in TERRITORY and shall not sell or
export PRODUCTS to any person or entity outside TERRITORY or to any person or
entity within or without TERRITORY which DISTRIBUTOR knows or has reason to
know intends to sell or export such PRODUCTS outside TERRITORY.

10. Prohibition of Assignment

Neither this Agreement nor any right or obligation hereunder shall be assigned or
delegated by DISTRIBUTOR without the prior written consent of RED which may be
withheld in its sole discretion.

11. Waiver

The failure of either party to enforce at any time or for any period of time any of the
provisions of this Agreement shall not be construed as a waiver of such provision or the
right of the party thereafter to enforce each and every such provision.

12. Effective Period

This Agreement shall be effective for a period of five (5) years commencing on the date
hereof and shall thereafter be automatically extended for successive two (2) year
renewal terms, unless either party gives the other a notice of termination in writing at
least three (3) months prior to the expiration of the original term or any such renewal
term of this Agreement. If the minimum purchase quantity for any renewal term is not
agreed upon between the parties, the minimum quantity which DISTRIBUTOR shall
purchase for such two (2) year period shall be the same with the minimum quantity
applicable to the previous Contract Year.

13. Termination
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Notwithstanding anything to the contrary contained herein, including Article 12
above, RED may terminate this Agreement at any time, without prejudice to any other
rights RED may have hereunder or by law, if —

@ DISTRIBUTOR fails to pay any money due hereunder or under any sales
contract for PRODUCTS;
(2) DISTRIBUTOR fails to perform any other obligations hereunder or under any

sales contract for PRODUCTS and does not cure such failure within fourteen(14) days
of a notice by RED stating such failure;

3) proceedings in insolvency or bankruptcy or winding up or any other similar
proceedings are instituted by or against DISTRIBUTOR or a receiver for
DISTRIBUTOR is appointed; or

4) DISTRIBUTOR fails to meet the minimum sales as specified in section 4 of this
Agreement for the consecutive two years; or

(5) there is a change in the control or management of DISTRIBUTOR which is not
acceptable to RED.

Upon any such termination of this Agreement, RED may cancel any or all undelivered
sales contract(s) for PRODUCTS concluded between RED and DISTRIBUTOR
hereunder. DISTRIBUTOR waives any claim for compensation or damages in
connection with such cancellation of undelivered sales contract(s) for PRODUCTS.

14. No Compensation for Termination

RED shall not be liable to DISTRIBUTOR under any circumstances, because of the
termination of or refusal to renew this Agreement, for any compensation,
reimbursement or damages including, without limitation, those on the account of the
loss of prospective profit on anticipated sales or on account of expenditures, investments,
leases or any type of commitments made in connection with the business of
DISTRIBUTOR in any manner whatsoever. DISTRIBUTOR hereby expressly waives, to
the full extent permitted by applicable law, the right to recover, and agrees not to seek
to recover, any damages on account of incidental, consequential or special losses and
damages.

15. Settlement of Dispute

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 two (2) arbitrators. The
arbitration award shall be final and binding on both parties.
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16. Notice

Any notice required hereunder shall be delivered in person, by registered air mail
with postage fully prepaid in an envelope properly addressed or by telex, cable or fax
followed by a confirmation letter by such registered air mail, to the respective party at
the address as set forth in the attachment or at such different address as may be given
by either party to the other by such written notice. Any such notice shall be considered
to have been given when delivered in person or when dispatched by such telex, cable or
fax or at the expiration of seven (7) days after the date on which a notice by such
registered airmail has been posted, respectively. All notices shall be in the English
language.

17. Governing Law

All questions arising out of or under this Agreement shall be governed by and
construed in accordance with UNIDROIT Principles of International Commercial
Contracts.

18. Entire Agreement

This Agreement is intended by the parties as the final expression and the complete
and exclusive statement of the terms of the agreement between the parties with respect
to the distribution of PRODUCTS and supersedes any other prior or contemporaneous
written or oral agreement or understanding that the parties may have had.

19. Modification of Agreement
No modification of this Agreement shall be binding on RED or DISTRIBUTOR unless
made in writing and signed on behalf of the party against which the enforcement of

such modification is sought.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date and
year first above written.

Hurlock Auto, Inc. RED Industries, LTD.
By: By:
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SUPPLY AGREEMENT

SUPPLY AGREEMENT, dated as of June 1, 2005, between Red Industries, Ltd. (“Red”)
and Blue Materials, Inc. (“Blue”).

WHEREAS, as a part of the mutual cooperation to manufacture the new car
mentioned in the Memorandum of Understanding between Red and Blue dated
, the parties desire that Red shall from time to time order Products (as

defined below) and Blue shall deliver the Products on the terms and conditions set forth
herein.

NOW, THEREFORE, in consideration of the mutual promises and agreements
herein contained and for other good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, the parties hereto hereby agree as follows:

1. ORDERS

(1) During the term of this Agreement, Red from time to time place orders for Products
with Blue (each an "Order"). "Products” shall mean the engine and suspension parts
for the newly developed car by Red as specified in the attachment in more details.

(2) Once an Order is placed by the Red, Blue shall use its commercially reasonable
efforts to fill such Order as promptly as practical in accordance with the terms of
such Order.

(3) Price of the Products shall be as specified in the attachment.

2. DELIVERY

(1) Blue shall deliver the Products ordered by Red on the basis of CIF, NegoNego port.
The trade term, CIF as used herein shall be interpreted in accordance with
INCOTERMS 2000.

(2) As a condition precedent to recovery for any claim for shortages or errors in filling
an order or for the damaged or defective Products, Red must inspect the Products and
make claim, if any, within fifteen (15) days after receipt of such Products.

(3) In the event Red defaults in any payment to Blue or otherwise defaults in the
performance of this Agreement, Blue shall have the right, in addition to any other right
or remedy, to suspend delivery of the Products ordered by Red but not yet shipped or to
freely dispose of the same at Blue’s discretion.
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3. MINIMUM PURCHASE
(1) Red shall purchase the minimum quantity of the Products as specified in the
attachment. If Red fails to purchase the minimum amount of the Product, Red shall pay

to Blue the difference between the minimum quantity and the quantity actually
purchased.

(2) Unless otherwise agreed by Blue in writing, Red shall purchase all engine and
suspension parts which are necessary for the production of X-1001 from Blue as far as
Blue can meet specification and quality requested by Red without raising the price for
five years from the date of this Agreement.

4. REPRESENTATION
The parties represent and warrant each other that

(2) it has a power to enter into this Agreement and to exercise its right and perform its
obligations hereunder;

(2) the obligations expressed to be assumed by it in this Agreement are legal and valid
obligations binding on it in accordance with the terms hereof;

(3) it has obtained any necessary governmental permission, licenses, authorization or
clearances, if any, to execute this Agreement.

5.TERM

(1) Unless sooner terminated pursuant to other provisions of this Agreement, the term
of this Agreement shall be five (5) years period commencing on the date hereof. This
Agreement shall be subject to automatic extension for additional two (2) years periods
unless either party, with or without cause, shall give written notice of termination to the
other not less than ninety (90) days prior to the end of the initial term of this Agreement
or any extension thereof.

(2) If Red is in default on any payments due for a period of thirty (30) days after
written notice thereof; or if Red defaults in performing any other terms or conditions of
this Agreement or any individual sales contract and remains in default for a period of
thirty (30) days after written notice thereof; or if Red is adjudicated a bankrupt, goes
into liquidation, receivership, or trusteeship, makes a composition with its creditors or
enters into any similar proceeding of that nature; or if a majority of Red’s equitable
ownership is transferred; or if an major change in the business operation of Red occurs,
Blue will have the right to terminate this Agreement immediately upon giving written
notice to Red.

6.MISCELLANEOUS
(1) This Agreement shall be governed by UNIDROIT Principles of International
Commercial Contracts.
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(2) Neither party shall be liable to fulfill its obligations hereunder, or for delays in
performance, due to causes beyond its reasonable control, including, but not limited to,
acts of God, acts or omissions of civil or military authority, fires, strikes, floods,
epidemics, riots or acts of war.

(3) This Agreement sets forth the entire agreement between the parties hereto with
respect to the subject matter hereof and is intended to supersede all prior negotiations,
understandings and agreements. No provision of this Agreement may be waived or
amended, except by a writing signed by the parties hereto.

(4) This Agreement may be executed in one or more counterparts, each of which shall
be deemed an original and together which shall constitute one and the same
instrument.

(5) The failure of either party to exercise any right or remedy provided for herein shall
not be deemed a waiver of any right or remedy hereunder.

(6) 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 two (2)
arbitrators. The arbitration award shall be final and binding on both parties.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the date
first set forth above.

Red Industries, Ltd. Blue Materials, Inc.
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Hurlock Auto, Inc

Mr./Mrs.
President
Red Industries, Ltd.

Dear Mr./Mrs. ,

It was nice to see you at the Distributors Conference in the last December. It is
regrettable, however, that the situation between us has not been improved since then.

We made a customer survey at our showrooms from July to September. We had
about 20,000 customers visited our showrooms to see X-1001, but only 500 customers
actually bought. We asked the reason why other customer didn't choose X-1001. 5,000
customers kindly cooperated with the survey.

Left-hand-drive 70%
Price 20%
Design 20%
Performance 3% (Multiple Answer)

We also asked to the customers who bought other family cars if they would
have bought X-1001 assuming that Right-hand-drive model of X-1001 had existed and
the price is less than 2,200,000 yen.

Definitely 20%
Probably 30%
If cheaper than 2,000,000yen 20%
No 30%

| believe above result of the survey clearly shows that if you could provide
Right-hand-drive model, we could easily achieve our target and drastically improve the
current situation. It is also clear that customers have a room to accept small increase of
price reflecting high quality of X-1001.
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I strongly recommend you that you accept the above facts and take necessary
steps. We should not disregard the voice from customers who have been waiting X-1001
Right-hand-drive model.

| look forward to hearing from you.

Best regards,

President
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