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Sleep Inn & Suites

CHOICE HOTELS INTERNATIONAL, INC.
FR:ANCHISE AGREEMENT

. ,ﬂ,
. LA A
- THIS AGREEMENT (‘Agreemeant) is made in Silver Spring, Maryland, effective as of the /3 day of
T , 2012, between Choice Hotels International, Inc., a Delaware corporation ("we" or "us"),
and HENNESSEY HOTELS, LLC, an Okiahoma Limited Liability Company ("you"). :

We and you agree: I
1. Definitions. In addition to the terms that are defined in other parts of this Agreement, the
following terms shall have the indicated meanings:
i .

a. "Hotel means the property located' at 522 North Main Street, Hennessey, OK 73742
{"Location"} .and includes the buiiding land -and all improvements, structures, fixtures, amenities,
equipment, furniture and related rights, privileges and properties at such Location, '

IH

b. Sleeping Roomy' means ihe'}number 50, which is and shall-be the total number of rentable
sleeping rooms in the Hotel, subject to ch in ith Sectien 8, below.

, conference andfor banquet or similar
n accordance with Seclion 8, below,

. c. ‘Meeting Rooms' means the

rooms generaily available for rentin the
d. ‘Rentable Roomg means the Meeting Rooms, collectively.

sentative for matters regarding this

in_accordance with Section 15 of this
hose address is 313 Split Raill Road ,

e.  'Designated Representat
“Agreement. Untit you change the Des
Agreement, your Designated Represen
"Enid, QK 73703.

f. 'Opening Daté means the date that you begin to rent any portion of the Rentable Rooms
n

under this Agreement. ! i _
- K | . LI .

‘g. 'Gross Room Revenues means revenues from the rental, sale, use or cccupancy of any of the

Rentable Rooms, for whatever purposef{including cash and credit fransactions, whether or not collected

" by you, and any proceeds from business interruption insurance, as required by Sedtion 12 of this

Agreement. it does not include taxes required by law (including gross receipt taxes, property taxes, and’

hotel sales taxes), revenues from telephone calis, movie rentals, vending machines, room service of food

and beverages sales. v :
: h. "Hote! Supplies' means all furniture, fixtures, equipment {inciuding, without Iimitation, computers,
printers, telephones and facsimile machines), signs, amenities and other supplies used in the
construction, renovation, maintenance and operation of the Hotlel, .

. I :

i. ‘Brand Mark means the 'trédemark and trade name Sleep Inn & Suites® and the logo
designated by us for use in association with the Hotel (including designs, stylized letters, colors and other
" elements that we permit you to use at the Hotel and in advertising for the Hotel) and/or any other
trademark, whether registered ar not, or:any domain name, as we may reguire from time to time be used
in connection with the Hatel. i d .

I

[ . . i
j. ‘Choice Markd' means coilectively all of our trademarks or trade names, including the Brand

Mark, the trademarks and trade names ASCEND QOLLECTION@, CAMBRIA SUITFES®, COMFORT.

’
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INN®, COMFORT SUITES®, CLARION®, QUALITY®, SLEEP- INN®, MAINSTAY SUITES®,
SUBURBAN EXTENDED STAY HOTEL® ECONO LODGE®, RODEWAY INN®, and the names of our
Property Management System and Reservation System, together with all related logo(s), trade dress, and
any other additional or substituted trademarks, trade names, service marks or logos (whether registered
or not) currently owned, licensed or used by us or that we later adopt, purchase or develop.

k. “Rules and Requlations” means our then-current published rules and regulations, as updated
and/or modified by us in our discretion, from time to time (and any supplements) and brand guidelines
{including any manuals or policies that we may publish) containing, among other things, our standards
and requirements for constructing, equipping, furhishing, supplying, operating, maintaining and marketing -
the Hotel. : :

-l “System” means our then-curr__’ent concept and method for providing hotel accommodations
with a high standard of service, courtesy and cleanliness using the Choice Marks and any trade secrets
and includes our Property Management System and Reservation System, our business referral, gift card
and credit card agreements, this Agreement, the Rules and Regulations, and those identifying brand
characteristics as we may from time to time reasonably designate.

m. “Qther Choice Brand Hotels” means hotels that are authorized by us to use the Choice Marks
(other than the Brand Mark), our system for such Choice Mark and our Intellectual Property.

n. "Property Management System' means the then-current version of the automated system
that we will license to you on a non-exclusive-basis-to-assist-you; to operate and manage the Hotel and to
captue all data and record all transactions entered;intoiby/you and the Hotel in connection with the
operation of the Hotel, including all transactions Telating to the Réntable Rooms.

: o. "Reservation System” means;the;then-current methods and automated systems that we use
(including our call centers and any and ,alﬁglﬁijé"dgfélécgﬁmuh ications systems, e-commerce tools and
techniques, websites or mobile applicatiggg!; Eé;lgfjgr\g@'f?djg’ﬁ] gr;féall-transfer programs and techniques or
similar tools or methods used by us asi"mQQngig%%Tﬁégg?ﬁiq time) to take, hold, honor, and report
advance reservations that are made in connection with thejuse of the Rentable Rooms at the Hotel and at

the Other Choice Brand Hotels.

&

2. Grant of License. Subject to your compliance with all of your obligations under this Agreement,
we grant to you a non-exclusive, limited, revocable license to use (without the right to sublicense) our
System and the Brand Mark to operate the Hotel during the Term. This license is non-exclusive, except to
the extent stated in this Agreement or in our then-current incremental impact policy ("Impact Policy”) and
our then current version of the fair franchising policy (“Fair Franchising Policy”). You do not have the right
to use any of the Choice Marks other than the Brand Mark in connection with the operation of the Hotel.

. 3. Term. The term of this Agreement (“Term’) begins on the date both you and we sign this

Agreement and ends on the date that is 20 years after the Opening Date. However, both you and we
have the right to terminate this Agreement, with or without cause, and as a matter of right, on the 5th,
10th or 15th anniversary of the Opening Date, by giving prior written notice to the other, provided, that
you may not exercise your right to terminéte this Agreement unless you have paid all fees and charges
due under this Agreement (and all related ‘agreements, including any promissory notes or other incentive
agreements, and any agreements relating to the use of our System) before the time of the proposed
. termination. The written notice required by this Section 3 shall be given at least 12 months prior to the
date of the proposed termination (if given by us) and at least 6 months before the date of the proposed
termination (if given by you). 1f you elect to terminate this Agreement on the 5th, 10th or 15th Anniversary
of the Opening Date by giving us 6 manths prior written notice as outlined in this Section 3, you must
continue to remain current on all fees and charges under this Agreement through the date of such
termination in order for your termination to be effective.
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4. Fees and Reports.

a. Affiliation Fee. When you sign this Agreement, you will pay us an affiliation fee of $25,000.00
(“Affiliation Fee”). The Affiliation Fee is fully earned and non-refundable when both you and we sign this
Agreement whether or not you open the Hotel. Any monies that you have paid to us as an application fee
will be credited toward the Affiliation Fee. ‘

b. Monthly Fees. Beginning on the Opening Date, you will pay us for each month during the
Term each of the following monthly fees (collectively, "Monthly Fees") in consideration for the license
granted to you in Section 2. ' : '

~ 1. Royalty Fee. A royalty fee of 4.65% of the preceding' meonth's Gross Room Revenues
("Royalty Fee™). R

2. System Fee. A system fee of 3.85% of the preceding month’s Gross Room Revenues
for the ongoing development, maintenance and upgrading of the Property Management System and
Reservation System, and for advertising, 'publicity, public relations, marketing, reservations and other
similar services that we will provide to you under this Agreement and for our System (collectively, the
“System Fee"). You acknowledge and agree that (i) we may increase the System Fee for increases
attributable to inflation, costs of advertising, publicity, public relations or marketing, or for increases in our
cost of providing the Property Management or Reservation Systems or any of the other aspects of our
System, so long as the increases apply to all or most of the U.S. hotels that are authorized to use the
Brand Mark, unless we get your approval-to-a-greater-amount;-and (ii) we may assess additional fees and
charges for various components of the $§§t5m?§“ﬁ e, services (including promotional programs and
. use of proprietary software) as describedin t ﬁ”’d egulations.

ng Date, within 5 days after the end of

c. Payments and Reports. Begi he Openi
sialstatement on a form to be determined by us

| oom

o

each calendar month during the Term, y‘f‘gﬁgj«vyiii sen g_’;ui istate

showing the Gross Room Revenues, ogcupgrl(iy;an%l’.fotgeﬁ gg'@ted information that we request for the

immediately preceding month or, in the alternative Rat?oﬁjrgetection, we will gather the Gross Room
‘gfw“;@-zwa’ﬁm LA . , :

Revenues, occupancy and other relateﬁa%gﬂ{ok(matg%gmough any automated information reporting

systems we establish. In the event welelect o havesyou send us a statement of the Gross Room
Revenues, you will certify that your reportsiaretrue ‘and accurate. If we elect to have you send us a
statement of the Gross Room Revenues, and you do not send us the required reports on time, we will
estimate your Gross Room Revenues for interim billing purposes, and you must pay us a late charge of
1.5% of your previous month's Monthly Fees. If we elect to gather the Gross Room Revenues through
our automated reporting systems, and we are unable for whatever reason to obtain an accurate report of
the Gross Room Revenues, we will estimate your Gross Room Revenues for interim billing purposes.
Interim bills will be considered accurate until we receive any late monthly reports or acquire accurate
information through our automated reporting systems, as appropriate. We will bill you for the Monthly
Fees (and interest or cther.penalty, if any} due under this Agreement each month, and you will pay us
those amounts by the 25" day of the same month. You agree that timely payment of the Monthly Fees
and any other amounts and fees due to us is of the essence for the purposes of this Agreement. You
also agree that we may apply payments that you make in any order we determine regardless of any
_contrary language you may indicate. Youfagree that you will participate in computerized or automated .
information reporting programs and electronic fund transfer programs that we adopt for use by hotels that
are authorized to use our System. If we adopt electronic fund transfer programs, you agree to make the
necessary arrangements with your bank to participate in such programs and you agree to purchase
computer hardware, computer software and related telephone or other network services reasonably
required in order to properly participate in tilwese programs.

d. Hotel Data. You will, in a malnner and form satisfactory to us and utilizing accounting and
reporting standards as reasonably required by us, prepare on a current basis (and preserve for no less
than 7 years), complete and accurate records concerning Gross Room Revenues and all financial,
operating, marketing and other aspects of the Hotel specified by us from time to time (“Hotel Data") and
maintain an accounting system which fully and accurately reflects all financial aspects of the Hotel and its

3
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business. The Hotel Data includes all bank statements, federal tax returns, state tax returns, local
occupancy tax returns, daily revenue reports, monthly and annual revenue summary reports, maid 1ogs,
guest registration folios and complete annual financial statements (profit and loss statements, balance
sheets and cash flow statements). The Hdtel Data will be maintained at the Hotel, or, if you notify us in
writing, at an alternate location suitable for]inspebtion by us. Nothing in the foregoing shall limit us from
reviewing Hotel Data that is older than 7 years or from recovering amounts owed to us from any period of

g
!

time during the Term. !

e. Financial Statements and Audit. If we request in writing, you will send us copies of the Hotel
Data and certified financial statements (including a profit and loss statement, balance sheet, cash flow
statement, or such other financial data or reports, as we may request, in a form satisfactory to us) for the
Hotel for the prior fiscal year, and you will have the Gross Room Revenues or other monies due
hereunder computed and certified as accurate by a certified public accountant.. During the Term and for 7
years afterward, we and our authorized representatives will have the right to verify information required
under this Agreement by.requesting, receiving, inspecting, copying and auditing the Hotel Data and any
and all records or documents related to the Hotel Data wherever they may be located. If any inspection
or audit discloses a deficiency in any payments due hereunder, you must pay us all deficiencies plus
‘interest at the rate indicated in Section 4(f), below. If the deficiency in any payment is willful or exceeds
5% of the correct amount, you will also immediately pay to us the entire cost of the inspection and audit,
including travel, lodging, meals, salaries,ii-professional fees and other expenses of the inspecting or

auditing personnel. I}_ -

f. Interest. You will pay us irgie;gstyohga!_I?qggrggg;scosts'fees and amounts due under this
Agreement but not paid on time at the ra??;pm?%lpe'r month or.portion of a month, but not more than the
maximum interest rate permitted by applicable’law:

5. Our Duties. We will during the Ten

|capy of the Rules and Regulations;

a. Rules and Regulations. Ma

b. Quality Assurance. Admin ter, a gualityjasstrance program that may include pericdic visits
to the Hotel (by us or our authorized répn s’_ehtat_w“‘eg)%andiggwe;st satisfaction surveys to evaluate your
compliance with this Agreement and thé{Rulés andiRegulations;and advise you on changes that you
must make to the Hotel or its operations toj:omp!y with this Agreement or the Rules and Regulations;

) B i} '

c. System Services. (i) Allow' you to use the Property Management System and .the
Reservation System, (i) provide marketing services, including national, international and regional
advertising, promotion, publicity, marketing;research, programs and other related marketing activities, that
we reasonably determine are appropriate, for the promotion of the ‘Hotel, our System and the DOther
Choice Brand Hotels; and (iii) periodically make available to the traveling public a directory of all hotels
which are in good standing and that are authorized to use our System. You acknowledge and agree that
we may combine the services that we will provide to you in clauses (i), (i) and (iii}, above, with other
hotels that are authorized to use the Brand Mark and/or our System, or other hotels that we or our
affiliates operate in our sole, but reasonable, discietion. You also acknowledge and agree that we will not
be obligated to make reservations for the Hotel for any dates following the scheduled date of expiration or
termination of this Agreement, or during any period in which your rights are suspended under Section

10{c} of this Agreement; i

u

d. Consultation. Make available to you, at our discretion, additional consultation and services to
assist you to construct, renovate, maintain, operate, and/or market the Hotel on the same basis as
provided to other hotels that are authorized to use our System in exchange for reasonable fees that we
may establish in advance or on a project-by-project basis for this consultation and service; and

e. Confidentiality. Excebt as otherwise permitted or as required by law or as reasonably
required by us to promote and administer our System, maintain in confidence all information that you .
provide us about the Hotel's operations and profitability, including your Hotel Data.

]

4
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6. Your Duties. You will during the Term: " ' . .
: :

| (I
a. Compliance with Rules and Regulations. Comply with the requirements of this Agreement
and the Rules and Regulations, which you acknowlédge we may modify and/or update in cur sole
_discretion from time to time, and not dlsc!ose this' Agreement or the Rules and Regulations (including any
copies of the Rules and Regulations that are no longer the then-current version) to anyone except your
authorized employees (or the employees og your management company, if authorized by us);

b. Good Repair. - Construct, renovate operate, furnish, maintain and advertlse the Hotel
according to this Agreement and the Rules’ and Regulations; undertake all repairs, cleaning, redecoration,
repainting, and replacement of obsolete or outdated Hotel Supplies; and take such other corrective action
as is necessary to maintain the Hotel interior and exterior, including any parking areas and food and
beverage facilities, in a clean, sound, and attractive condition and good repair at all times;

c. Ethical Standards; Performancje Establish and maintain a high ethical and moral standard in
cohnection with your operation of the Hotel and not allow or sponsor any activity at the Hotel that could
reasonably be determined to negatively |mpact the Brand Mark, the Choice Marks, our System, the Other
Choice Brand Hotels or our business reputation; operate the Hotel in a professional manner that meets or
exceeds the generally accepted standards of performance of leading hotel operators in the industry;

d. Comghance with Law; L1m|tedstegComplyrwrth§alI local, state, and federal Iaws rules,
regulations or agency orders applicable ito:youjand the,construction renovation, operatron malntenance
and promotion of the Hotel and not permit the™ e
or that is not contemplated by thls Agreeme

consent

e. Training. Comply with our tralna‘n equin ents Igg%ensurlng that you and the Hotel's general
manager(s) attend (at the times requnred §by us)"’oﬁ'r“tggn-curreni training programs, including our annual
,nationa! convention for hotels auihonzed to use thﬁSysftg Tralmnq Programs™) and pay the cost of
tuition, living expenses, and-travel expenses assocratednwih attendance at the Training Programs by you
and the Hotel's general manager(s). If “you's is a:legal entity. suchqas a corporation, partnership or limited
liability company or if “you” consists of multaple mdwuduals only one of the principals will be required to

attend the Tra|n|ng Programs;

|i
ul

4

f. Signage. -Obtain and dlsplay“ prominently at the Hotel our approved interior and exterior
signage in the manner described in the Rules and Regulations and maintain the signage ina clean and
attractive condition, and in good working order at all times;
II

g. Property Management and Reservatlon Systems. Use the Property Management System
(and the equipment, networks, softwareiand procedures (including hardware and software. refresh
requirements) that are described in the Rules and Regulations) to operate and manage the Hotel and in
connection with all guest transactions (|nclud|ng all transactions relating to the Rentable Rooms), and use
our Reservation System to accept, hold, honor and track all reservations for the Rentable Rooms.  You
understand and agree that your use of the:Property Management System and the Reservation System is
governed by a separate agreement, as modified and/or updated from time to time (*Online Terms of Use")
and you agree that you will abide by such'Online Terms of Use and pay all applicable fees described in
the Rules and Regulations. You also acknowledge and agree that each of we and you have ownership
nghts in data used or generated by the Property Management System or the Reservation System

h. Evaluation. Allow us (or our authonzed representatives) to enter the Hotel at any reasonable
time to evaluate your compliance with this Agreement and the Rules and Regulations. During such visit,
you will assist us (or our authorized representatives} in such manner as is required for us (or our
authorized representatives) to conduct dur evaluation and, subject to availability, provide us (or our
authorized representatives) with one frée Sleeping Room for one night. In addition, you agree to take all

5
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éteps necessary to correct any deficiencies identified in our evaluation within the time periods that we
specify;

i. Rate Information. When we request, send us a written description of your Hotel and its then-
current rates so that we may include this information in directories that we periodically make available. [f
you do not send us changes to the information that you provide to us by the deadlines that we indicate,
you will honor the rates and descriptive information on record at the time of the deadlines;

j. Promotional Programs. Participate in and honor the terms of any discount or promotional
program and -pay all applicable fees or charges associated with such programs (including any room -
discounts, rewards programs, frequent traveler programs, photographic or virtual tour programs or gift
card programs that are applicable to the Hotel or other hotels that are authorized to use the Brand Mark
and/or some or all of the Other Choice Brand Hotels) that we offer to the public on your behalf and any
room rate quoted to any guest at the time the guest makes an advance reservation. You agree that you

“will take all action necessary (including the supply to us of all information and the purchase of any
supplies, equipment or services) to participate in any discount or promotional programs, and that you will
grant us all necessary rights in and to any photographs, video and/or other marketing materials that we
may require in order to reasonably undertake such promotional programs on behaif of the Hotel, other
hotels that are authorized to use the Brand Mark and/or some or all of the Other Choice Brand Hotels;

k. Travel Agent Commissions. l Promptly pay all travel agent commissions and global
distribution system charges due from you-in-connection;withthe;Hotel whether payable by you directly or
collected by us on behalf of others, andlabide by the'Rules ‘and Regulations related to travel agent and
global distribution system procedures;

.  System Referrals. Use your. St and increase the business of the Hotel,

and if you are unable to accommodag%gﬁpogegj@g "gge;s_z tRTefer the guest to other hotels that are
authorized to use the Choice Marks and are-néar-ﬁ:(“o ithie Hotel,?if%ny;

m. ADA Cerification. Ensure Q.Lat'ﬂ M-;EP? gomflggg with the requirements of the Americans
with Disabilities Act ("ADA”). Prior to the&Opeh'mg%-Bé_te'ﬁ‘youi.will provide to us, a certification from your
architect, your general contractor, a consulting architect 6r,you, Gna form satisfactory to us, certifying that
the Hotel is in compliance with the ADA. ;The Hotel may not open, use the Brand Mark or our System

until this certification is properly completed and delivered to us;

n. Eranchise Association. Join an'a maintain membership in the franchise association for hotels
that are authorized by us to use the Brand Mark ("Franchise Association™); -

o. Renovations. Undertake, at our written request, remodeling, renovations, and medifications
to existing improvements, necessary to modernize and conform the Hotel to the Rules and Regulations or
other requirements of our System (“Renovations") and sign any writing that we prepare to document your
obligation to complete such Renovations.i Within 90 days after receipt of our written request that your
Hotel undergo Renovations, you will submit to us for our review and approval, complete and professional
drawings and plans for such Renovations before beginning any work to complete the Renovations. You
will complete the required Renovations within the time reasonably specified by us in our written request.
You acknowledge and agree that the obligations described in this Section 6(o) are in addition to your
ongoing obligations to comply with Section 6(b);

_ p. Identifying information. Send us before the Opening Date (and any time there is a change in
any of the information), the following, as appropriate:

1. the legal name and business type (corporation, limited liability company, limited
partnership, etc.) of the Hotel's operating entity;

2. its federal TIN (taxpayer identifying number);

3. its state income tax account number(s);

6
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4, its state payroll tax (withhelding and unemployment tax} account number(s);
5. its state sales tax and occupancy tax account number(s), and
6. its Iocal {county and city) occupancy tax account number(s}).

g. Guest Complaints. Part:mpate in, and pay all charges. in connection with all reqwred guest

complaint resclution programs, mcludlng acceptance and payment of charge-backs to the Hotel for guest
refunds or credits; and . .

r. Construction and Complete Renovation Related Duties. In addition to the other provisions of
this Agreement, if the Hotel has yet to be constructed or if the Hotel is to be renovated you agree that you
will: 1 .

1. Plans. Ensure that your prehmmary drawmgs and designs for the Hotel satisfy the
Rules and Regulations.and the then-current prototype design specifications for hotels that are authorized
to use the Brand Mark and provide a copy of your preliminary drawings and designs to us for our review
‘and approval at least 3 months before Construction Start, and final working drawings and . final
architectural designs for the Hotel ("Plans”) to us for our review at least 30 days before Construction Start,
“Construction Start” means the date that bona fide pouring of footings for the Hotel begins at the Location
in the case of a hotel to be constructed or the date that Renovations begin in the case of an existing hotel
that is to be renovated. We agree to provide you with written notlce of our review and determination of
the Plans within fifteen business days after the date we have received the Plans and agree that if we fail
to provide you notice in accordance with this Section 6(r)(1), the Plans are deemed to be approved by us.
If Construction Start does not commence;within- 6~months of our:written approval of your final architectural
designs for the hotel (or within € month??éf automattc approval if we fail to provide you notice within
fifteen business days in accordance witli. thls Section 6(r)}{1 _),Een you must resubmit final architectural
desngns for approval at least 30 days prior. {6 Construction: |

2. 'Timing and Extensions 7 i,° nstruction Start to occur W|th|n 12 months of the
effective date of this Agreement, and W|thrn ys*»after f7GoRstruction Start, inform us in writing that
Construction Start has occurred. If you da notféause“‘(fonstmchon Start to occur within 12 months of the
effective date of this Agreement, you nay; requeS‘ﬁfhefore thes end of the 12 months, an additional 3
months for Construction Start. We are no ﬁobilgated 5% xtend the time for Construction Start. If we agree
to extend the time for Construction Start, - beyond. the originalz12 ;month requirement, you. WI|| pay us an
extension fee of $5, 000 for each 3-month elxtensmn that we grant te you; .

i

3, Completion. Contlnue Hotel construction {or renovation) in accordance with the
Plans, after Construction Start, without ‘unreasonable interruption,. until the Hotel is ready for our
mspectlon You must complete Hotel construction (or renovation), including furnishing, equipping, and
prepanng for opening, within 12 months after Constructlon Start;

l

4. Progress Reports. Send us, when we request during construction {or renovation),
' reports showing the progress made toward ‘completing Hotel construction (or renovation};

5. Useof Brand Mark. Use the' Brand Mark before the Opening Date only as allowed in ‘
Section 7(c) of this Agreement; ‘

6. Cooperatlonllnspectloﬂ' Cooperate with us, and require your architect, engineer,
contractors and subcontractors to cooperate with us, and allow us to inspect the Location and the Hotel
construction {or renovation) to determine: whether construction (or renovation) satisfies the Rules and
Regulations, the then-current prototype desugn specifications for hotels that are authorized to use the
~ Brand Mark. and the Plans;

-2

+

7 Hotel Suggliés. Order, purchase and/or lease and install all Hotel Supplies, related
equipment, supplies and other required items before the Opening Date;

8. Advertising. Advertise the Hote! locally, at your expenseé and in a manner meeting
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our specifications; and .

- 9. Opening Authorization. Notlfy us in writing at least one month before the Opening
Date. We will inspect, and if we reasonably determine it to be appropriate, authorize you to begin
operating the Hotel under the Brand Mark and this Agreement. You will not begin operation of the Hotel
using the Brand Mark or our System until you have received our specific written authorization to do so.

7. Intellectual Propertg T e

a. No Ownershrg Rights. You acknowledge and agree that except as permltted by this
Agreement or any Online Terms of Use, you do'not have any right, title or interest in and to the Brand
Mark or the Choice Marks, Rules and Regulations, System, our then current concept and methed for
providing hotel accommodations using any of ‘the Choice Marks, Property Management System, or
Reservation System (“Intellectual Property”) and you will not contest our rights in and to such Intellectual
Property or to current or future derivations of or improvements made to the Intellectual Property, nor our
tight to register our rights in the Intellectual Property or to grant to others the right to use the Intellectual
Property or any other intellectual property that we own. You understand that the Intellectual Property will
remain our property, and that your use of any portion of the Inteflectual Property inures to our benefit.
You also agree that you will not sub-license the Intellectual Property rights we have granted to you under
this Agreement or the Online Terms of Use, to any other person or entity and you will not use such
Intellectual Property for any purpose other than in connection with the Hotel. You agree to assign and .
you do assign any and al| rights you or any,other party working on your behalf may have or develop in the
Intellectual Property at no cost to us.
Praperty -that have not been granted t
ours.

his' Agreement%or the Online Terms of Use will: remam

b. Limited Use; Web Sites. Youfécknowiedg _@and,agree that you will not mc!ude the Brand
Mark {or any other Choice Marks), any wo%r“d% tgatr constrtute’*a portron of the Brand Mark (or any other,
Choice Marks), words that describe thejBrand »Mark (eolganyxzother Choice Marks), any portion of the
names of our Property Management Sy’ % eservatigni?System or anything confusingly similar to
these marks or words (“Choice-Related: Word :)E:}Four namé or the name of any of your affiliates,
whether a partnership, corporation, limited: tyarcompany ;omt venture or any other type of business,
organization. You will not establish, -or operate a{p?”“r”éw@rously established web site on the internet {or on
any other network, wireless or otherwise):using any domain name {or other identifying characteristics) -
that contains any of the Choice-Related ;Words, or any other portion of our Intellectual Property.or
anything similar to our Intellectual Property or which does not comply with our then-current domain name
policy or our property website guidelines, internet distribution pelicy or such similar policies or regulations
adopted by us from time to time and made avaiiable to you. You acknowledge and agree that the
restrictions on your use of the Choice- Related Words will survive the expiration or earlier termination of
this Agreement and that we retain the rlght to pre-approve your use of linking and framing between your
internet (or other network) web pages and all othér web sites. We have the right to determine the content
and use of online or electronic media associated with any of the Choice Marks. You may not participate
in any website or other electronic media (including social media) that markets goods and services under
the Choice Marks unless it is first approved in wrrtmg by us.

c. Limited Use of Brand Mark. Before the Openlng Date, you may make the following limited

use of the Brand Mark: “

‘ ~ 1. Temporary Signs. No earher than 90 days prior to the Opening Date, use the Brand Mark
on a temporary sign, meeting: our standards, at the Location advising the general public that a hotel -
authorized to use the Brand Mark is under constructlon

]
2. Local Media. No earlier than 90 days prior to the Opening Date, use the Brand Mark to
promote the Hotel construction and opening in the local media;

3. Supplies. No earlier than 90 days prior to the Opening Date, purchase operating supplies

b
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and equrpment beanng the Brand Mark reqmred for Hotel operation; and

* 4. Permanent Signs. No earher than 30 days before the Opening Date and only W|th our
written consent, install permanent Hotel signs meeting our standards bearing the Brand Mark and the
designated logo. i .

d. Permitted Registration. if you ‘are required by law to register any of our Intellectual Property,
your registration application must specify that you will use our Intellectual Property: (i) only at the Hotel
and in advertising for the Hotel; (ii) only dunng the Term; and (iii) without claiming any rights in and to the
Intellectual Property during or after the Term

e. Notice of Suit Injunctive Relief, Survival. You will promptly notify us of any suit filed or
demand made against you challenging the \ralldltyr of our Intellectual Property ("IP Claim”). Following the
receipt of such notice from you and using’our attorneys, we agree to defend you against any IP Claim,
and to defend and indemnify you againstiyour loss, cost or expense related to such |P Claim, except
where such IP Claim arose because you used our Intellectual Property in violation of our domain name

* policy, property website guidelines, internet distribution policy, this Agreement, the Online Terms of Use,
or the Rules and Regulations. You will not settle or compromise any IP Claim without our prior written
consent, and you agree to cooperate with Us in defending against any such IP Claim. In connection with
such IP Claim, you acknowledge and agree that if at any time during the Term you do not immediately
discontinue the use of our Intellectual Property (including the Brand Mark) or the Choice-Related Words
following our notice to you to discontinue-such use, we will seek injunctive and equitable relief for your
infringement (or use of the Choice-Related; Words)*and,wrn%hatevent you waive, to the maximum extent
permitted by law, any requirement for anyébond*-fo the‘t?gﬁgnce of any injunction, and if a bond is
required, you agree that it will not exceeﬁdgﬂi‘i o e Tprovisions of this Section 7 will survive the
expiration or earlier termination of th|s Aggfwee,

8. Change in Sleeping Room C *C e the Sleeping Rooms by 5% or less by
constructing additional {or removing) Sleepmg : eomsjs;?’but cnly “after providing prior written notice to us. If

you wish to change the Sleeping Rooms;’gy?moreithams%’?by constructing additional (or removing)
Sleeping Rooms or if you wish to make substanfialralterations tothe Hotel, you may not do so without our
sl (B -
prior written consent, which will not be’ unreasenab!f“\?vlmheid If we consent to your expansion of the
Hotel or to substantial alterations to the ngte{,W must sénd.uszyour construction plans and pay us an
expansion fee for each addition to the number of Sleeping Rooms equal to the then-current per-room
charge for hotels that are permitted to use the Brand Mark, but the expansion fee will be not less than
$1,000. We will add any additional Sleep:ng Rooms or Meeting Rooms that you construct to the Rentable
Rooms (or delete any Sleeping Rooms of, Meeting Rooms that you remove from the Rentable Rooms),
and you will include revenues from the additional Sleeping Rooms and any additional Meeting Rooms to
calculate the Gross Room Revenues for determmlng the Monthly Fees due under thls Agreement.

9. Assignment. i i!

a. QOur Assignment. We may sell or assugn all or part of our nghts or obligations under this

Agreement to any person or legal entity. ;fAny such sale or assrgnment will inure to the benefit of any
assignee or other successor. _ .
.ij .

b. Your Assignment. Your rights and duties under this Agreement are personal to you. We -
entered into this Agreement and granted the rights outlined in this Agreement to you in reliance on the
business skill, financial capacity and personal character of you and your principal owners. You may not
sell,-assign, transfer, lease, or otherwise ‘encumber any direct or indirect interest that you have in the
Hotel, in you, or.in any rights or obllgatlons under this Agreement without giving us at least 15 days prior
written notice and obtaining our prior wrltten consent, which will not be unreasonably withheld.
Furthermore, if a Controlling Interest (as defi ned in Section 9(d)) of the eriginally approved ownership of
the Hotel is being transferred in the aggregate throughout the Term or if you are conveying the Hotel or
more than a 50% undivided interest in the Hotel, you must also comply with all reasonable conditions we
require {including the signing of the then-current form of the franchise agreement for hotels that are

8
0K223



authorized to use the Brand Mark by the tr"'_ansferee and payment of a re-licensing fee equal to the then-
current affiliation fee we charge) for hotels that are authorized to use the Brand Mark before we will
approve of such transfer. Our consent is not required for a mortgage, for a collateral assignment of this
Agreement as collateral for a mortgage, or for the sale or transfer by you of securities in a publicly-traded
corparation aor entity that individually, or mlthe aggregate with other sales or transfers by you, constitute
the sale or transfer of less than 5% of the outstandmg capital stock or other equity interests in you or the
Hotel. In order to ensuie compliance with_this Section 9(b), you permit us to file a notice on the title to
your hotel indicating our interest under this Agreement. We agree to remove our registration once you
have complied with the terms and conditions of this Section 9 (b) and we agree to bear the cost of any
such registrations. If you assign or transfer the Hotel or any rights granted to.you or your .cbligations
under this Agreement without our written consent you breach this Agreement and we may terminate this
Agreement. i

¢. Transfer on Death, Mental Incompetence or.to Close Family Member. If you, or if “you” are
an entity, any natural person in you dies or becomes mentally incompetent, the executor, administrator, or
personal representative of that person must transfer that person's ownership interest in you or the Hotel
(within 12 months after death or determination of mental incompetence) to ohe or more of the remaining
persons in your entity (if applicable) or to heirs of the deceased person that we approve. If you wish to
transfer your ownership interest in the Hotel to a close adult family member (e. g., current spouse, parent,
child, sibling, or grandparent) ("Close Family Member”), that Close Family Member must demonstrate to
us that he or she has both the financial ability and experience necessary to operate the Hotel as required
by Section 6(c) before we will approve a transfer. No additional fees will be payable for any transfers of
an ownership interest in the Hotel due to—death-cr*determmatlon of mental incompetence. However, if
you wish to transfer your ownership mterest in the Hatel to a Close Family Member, a nominal application
fee (not to exceed $1,000) will be due}td usTWh W||| begflﬂly refundable if we do not approve the

transfer. Our approvals under this Section 9{{:3%1 onably withheld.

d. Controlling_Interest. For purp of; this: Agr ement, "Controlling Interest” includes your
unterest if you are an individual and you«»owﬁ} moreuhqg %@% ownership interest in the Hotel, any
general partner's interest in a partnershlp entltng 0%%“‘ :pre ‘of the voting stock of a corporate entity,,
50% or more of the ownership interests i mt_tedlablli yico ompany and a 50% or more undivided
interest in the Hotel.

!

10. Default and Termination.

a. Terminaticn By You. if we default in our material obligations undér this Agreement, you may
terminate this Agreement only if you first give us written notice of the defaults and of your intention to
terminate this Agreement and we have not cured those defaults within 30 days after receiving your written
notice, or within 18 months if our. default relates to the listing of your Hotel in directories that we make
available.

b.- Termination By Us. '{i
1. Termination with Notice. Ifyou default in your material obligations under this Agreement,
we may terminate this Agreement, effective on the date stated in our notice (or the earliest date permitted.

by applicable law) as follows: I

: {a) Non-Payment of Fees. If ybu do not pay us the Monthly Fees or any other fees,
charges and amounts due under this Agreement (including travel agent commissions and global
distribution system fees) or file required monthly reports of Gross Room Revenues, within 10 days of our

written notice of default to you, ;

(b) Breach. If you do not cure fully any other breach of your obligations or warranties
under this Agreement, within 30 days of our written notice of default to you; or

(c) Other Agreements. - If you or an affiliate of you materially breaches any other
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instrument or agreement with us or our affiliates, or any mortgage, deed of trust or lease covering the
Hotel, unless cured within any applicable notice or grace periods contained in those documents.

2. Immediate Termination Effective on Notice. Upon written notice to you, we may
terminate this Agreement immediately, without giving you an opportunity to cure the default, if:

(a) Imminent Threat. There is an imminent threat or danger to public health or the safety
of persons or property resulting from the construction, renovation, maintenance, or operation of your
Hotel;

(b) Abandonment, Loss of Possession; Failure to Open. Subject to Section 14 of this
Agreement, you stop operating the Hotel using the Brand Mark or according to the requirements of our
System or this Agreement for any period of time, you abandon the Hotel, you lose the right to possess the
Hote!, you fail to open the Hotel using the Brand Mark or in accordance with this Agreement, or you lose
the right to transact business in the jurisdiction in which the Hotel is located;

(c) Criminal Behavior. You {or a beneﬂmal owner of you) are convicted of a felony, a
fraud a crime involving moral turpitude or any other crime or offense that we reasonably believe is likely
to have an adverse effect on the Brand Mark, the Choice Marks, our System, the Other Choice Brand -
Hotels, our business, our goodwill, our Intellectual Property, or our interest in this Agreement or any other
instrument or agreement that we may have entered with you;

(d} Transfer. You {or aibeneficial-owner, of, you) transfer or purport to transfer any rights
or ohligations under this Agreement, any”fCOntrollmwg;ﬁ nterest‘kln you, your interest in the Hotel, or a
Controlling Interest in the Hotel withou g nt, except as otherwise permitted under
Section 9(b) or 9{c) hereof:

{e) False Records. You
any materially false statement in your fr
submit to us;

| sror records, send us false reports, or make
yror.any other document you are required to

() Bankruptcy. You begome insolvent or,makesa general assignment for the benefit of
creditors or are unable to pay your debts to creditors on a timely basis;

. :

(g) Insurance. You do'nq’t buy, maintain or send us evidence of insurance as required
by this Agreement, or if we opt to procure,’ ‘on your behalf, insurance required by this Agreement and you
fail to reimburse us as we reduire under S Section 12(6);

i

(h) Multipte Defaults. We send you 2 or more written notices of default under this

~ Agreement for the same or a similar cause or reason in any consecutive 12 month period during the
Term, whether or not cured; or ﬁ

{i) Construction Start Date. You do not (i) begin construction or renovation of the Hotel
on or before the date required by Section 6(r)(2) of this Agreement, (i) submit Plans to us for our approval
prior to Construction Start, and in accordance with Section B(r}{(1), or (iii} once begun, do not continue,
without unreasonable interruptions, the corlwstructton or renovation of the Hotel.

i
¢. Suspension of Franchise Rights. If you breach any material obligation required by this

Agreement or are in defauit hereunder, we may, after 10 days from our written notice of default {or longer
time required by law) for financial defaults, or after 30 days from our written notice of defauit (or longer -
time required by law) for non-financial defaults, or immediately in the case of a breach under Section

10(b)(2), above: (i) suspend any or all services that we (or our authorized representative) provide to you-
in connection with our System, or (ii) suspend your right to use our Intellectual Property. In addition, while
the default remains uncured, you will have no rights under the Impact Policy or Fair Franchising Policy.
We will reinstate the suspended System services or the right to use our Intellectual Property if you cure
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your default before this Agreement termlnates and pay us a fee for processing the suspension and
reinstatement in the amount of $5,000 (or as otherwise established in the Rules and Regulations). -If we
suspend System services or your right to use our Intellectual Property, we may use other remedies,
including termination of this Agreement, after the appropriate time to cure, if any, has lapsed.

d. Our Remedies. ;:

1. No System Services. If this Agreement expires or is terminated, we will cease to provide
you with any services in connection with our System, which will include removal of the Hotel from any
directories, cessation of promotion programs and advertising, and cessation of your use of our Intellectual
Property. In addition, we may notify guests holding reservations we made for you that the Hotel is no
longer authorized to use the Brand Mark, our Intellectual Property or receive services in connection with

our System.

" 2. Liquidated Damages — Post-Opening Termination. If we terminate this Agreement due to
your default after the Opening Date | you will pay us, within 30 days after termination, as liquidated

damages and not as a penalty for the premature termination of this Agreement an amount equal to the
product of (i) the average monthly Gross Room Revenues during the prior 12 full calendar months (or the
shorter time that the Hotel has been open), multiplied by (i) the Royalty Fee payable in the Remaining
Months (as defined below), multiplied by (i) the number of months until the next date that you could
- have terminated this Agreement without a penalty (‘Remaining Months”), not to exceed 36 months.
However, the product of (i) multiplied by (ii) will not be Iess than the product of $40.00 multiplied by the
greater of the currently existing or originally-ap; ping-Rooms.

3. Liguidated Damages — B . If we terminate this Agreement due to
your default prior to the Opening Date you- wﬂl pay usk wnthln 30 days after the termination, as liquidated
damages and not as a penalty for the prémature términation. of this Agreement, an amount equal to the
product of (i) the greater of the currentlyfexmtlng;or;ongmally approved Sieeping Rooms, multiplied by (i)
$40.00, multiplied by (iii) the Remaining Months=(but torekEeed 36 months).

4. Acknowledgement. You cknowled ej ndeagree that the injury to us caused by your
- breach of this Agreement and its termination is. d:ﬁ" cuit o, nﬁm ossible to accurately estimate, and that the
methods of calculating liquidated dama%“é'?fm Sectionst10(d}2) 10(d)(3), and 11(a) are reasonable
estimates of our probable loss resulting from your breach of this Agreement and its termination. Payment
of liquidated damages by you does not affect your obligation to pay us all Monthly Fees and other fees
and amounts due to us that accrued befaore the termination of this Agreement nor does it affect your
continuing indemnification obligations pursuant to Section 13 of this Agreement.

5. Discounted Liguidated Damages. We will reduce the amount of liquidated damages
payable to us under this Section 10(d) by 20% (the “Discounted Liquidated Damages Amount") if, within
15 days of termination of this Agreement, you (i) discontinue all use of our Intellectual Property (including
the Brand Mark and Choice-Related Words), (i) pay all outstanding fees and charges due under this
Agreement, and (i) pay the Discounted Liquidated Damages Amount to us by certified or cashier's
check. ;

e. Evidence of Breach. If the validity of the termination of this Agreement is disputed, either you
or we may introduce evidence of a breach of this Agreement or evidence of any claim associated with the
Hotel, including any facilities that are managed by others at the Hotel, whether or not stated in the default
or termination notice. .

11. Obligations on Termination. On:termination or expiration of this Agreement for any reason, you
must, at your expense:

a. Intellectual Property. 'mmediately discontinue all use of our Intellectual Property, refrain from
using the Brand Mark to identify the Hotel and continue not to use the Choice-Related Words even after
expiration or termination of this Agreement. If you do not immediately discontinue use of our Intellectual
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Property (including the Brand Mark) or|use the Choice-Related Words following the explratron “or
termination of this Agreement, you will pay us as liquidated damages and not as a penalty, the sum of
.$2,500 for each day following the termination of this Agreement that you continue to use our Intellectual
Property (including the Brand Mark) or the Choice-Related Words, and we will seek injunctive and
equitable relief for your infringement (or use of the Choice-Related Words) and, in that event, you waive,
to the maximum extent permitted by law, any requirement for any bond for the issuance of any injunction,
and if a bond is required, you agree that it WIII not exceed $1,000;

b. Reg|stratlo Cancel any assumed name or srmllar ‘registration containing our intellectual
Property (including the Brand Mark) or any variation or portion of our Intellectual Property (including the
. Brand Mark) or the Choice-Related Words, discontinue all use of any web sites or other electronic media
(including social media) that markets goods and services under the Choice Marks and furnish us with
reasonable evidehce showing that you complled with these obligations within 30 days after termination or
‘expiration of this Agreement ; - :

c. Payment. Promptly pay all sums owed to us and our subsidiaries or affiliates, and all
damages, costs, and expenses, including reasonable attorneys’ fees, that we incur, either before or
following the termination of this Agreement, as 4 result of your default, including all outstanding Monthly
Fees, any liquidated damages due under this Agreement, and any costs and expenses we incur to obtain
injunctive relief for the enforcement of any portlon of this Agreement and

d. Return Materials. Immed:ate!y send us all originals and copies of any materials that we have
provided to you relating to our Systemvand yourgop&mtlm the Hotel, including all copies of any
manuals, the Rules and Regulations and -any. data “store "-or generated by our Property Management
System and Reservation Systemn. Except for.y BUr ¢ - |srAgreement and other documents that you
reasonably need to comply with applrcab laws? retain any material that we prov:ded to you
during the Term.

12. Insurance.

a. Coverage. During Construction®o ovation. You must purchase by the
Construction Start and maintain until the?Opemng DateFat your expense directly or through your general
contractor, the following insurance coverages.

1. General Liability. Comme']rolal General Liability Insurance (including automobile liability,
* bodily injury and property damage) protectmg you and naming us and our affiliates and subsidiaries, our
and their respective officers, directors, agents ‘and employees as Additional Insureds (as defined in

Section 12{c})) from and against all types of liabilities, including personal injury and property damage, -
together with the costs of defense and/or adjustments arising out of the operations to construct or
renovate the Hotel. The coverages must provide limits of coverage not less than $1,000,000 per
. occurrence, must include coverages for contractual liability, explosion, collapse and underground property
damage hazard liahility, personal injury Iuablllty, praducts and completed operations liability, owner's and
contractor's protective liability, and mdependent contractors liability and must be accompanied by waivers
of subrogation in our favor. )

-q i

. 2. Buitder’s Risk. All-risk builder's risk coverage to insure the Hotel DUIldlngS under:
construction or renovation to 100% of their replacement cost value, protecting you, us and the Additional
Insureds, and a workers' compensation pollcy as-required by statute. : .

b. Coverage During The Term. Beglnmng no later than the Openlng Date and for the rest of the
Term, you must purchase and malntatn at your expense, the type and amounts of insurance coverage

~ listed in this Section 12(b).

1. Physical Damage Coverage. All-risk physical damage coverage, insuring‘the Hotel and
its contents for its full replacement cost. If the Hotel is damaged or destroyed, and unless a mortgagee

13
OK223



"
requires otherW|5e the proceeds of any insurance will be used to repair or restore the Hotel in
accordance with your plans that we approve. Your insurance must contain a waiver of subrogation in our
favor and the favor of our affiliates and subsidiaries, the officers, directors, agents and employees of us,
our affiliates and subsidiaries. A

2. General Liability: Automobile. Commercial Automobile and Commercial General Liability
Insurance policies written on an occurrence form protecting you and the Additional Insureds (as defined in
Section 12{(c)) from and against all manner of liability. The coverage described in the preceding sentence
is primary to any coverage that we maintain and must include Contractual, Products and Completed
Operations, Independent Contractors, Personal Injury, Property Damage, Bodily Injury and Host Liquor
Liability coverage (if applicable), together with the costs and expenses of the defense and/or adjustment
of injury or damage, without exception, from or in any way related to any operation or activity conducted
under this Agreement and/or of the Hotel, including adjacent areas like swimming pools, parking lots,
restaurants, and bars. Your Automobile Liability Policy must cover owned, hired and non-owned vehicles
used in the operation of the Hotel. The policies described in this Section 12(b)(2) must apply to lawsuits
or actions brought anywhere in the world. These policies must provide limits per location of not less than
$5,000,000 ($10,000,000 if the Hote!l has 6 or more stories) per occurrence and must be accompanied by
a waiver of subrogation in favor of the Additional Insureds. You may. meet the required total minimum
limits through a combination of primary and umbrella policies. If alcoholic beverages are sold at the Hotel
(whether or not you own the establishment that sells the alcohol), you must purchase and maintain Dram
Shop/Liquor Liability Insurance with limits of not less than $5,000,000 per occurrence.

3. Workers' Compensation;

tatutory Workers: Compensation and Employers Liability
insurance with minimum Employers Liabi

if5°6F:$100,000 by accident and $100,000 by disease.

. surance WhICh shall provide for coverage
% he' sl—!_gtelﬂs ne’t operatlonal at any time during the Term.
me't Us'z as 3 specnf c loss payee.

of a minimum of three (3) months in the#eve
Your business interruption insurance pohc' st

t. 'lsoobtaln and attach an endorsement to the
ff%iour affiiates ‘and subsidiaries, our and their
éw'mployees as additional insureds ("Additional

c. Additional Insured Require oy
policies required in Sections 12(a) and£12(b}
respective officers, directors, agents, ipar’mers gand
Insureds").

A d. Rating: Primary Coverage; Notice of Change. You must place your insurance with insurance

companies reasonably acceptable to us and with an A.M. Best Rating of A-, VI or better. All insurance
that you purchase must be specifically endorsed to provide that the coverage will be primary and that any
insurance carried by Additional Insureds will be excess and non-contributory. We may reasonably
change the ahove insurance coverage requqrements during the Term by giving you at least 30 days notice
of the change. You must comply with our directions, at your expense, and deliver to us evidence of your
- compliance before the change becomes ef_fectlve

e. Certificates of Insurance. You must send us, at least 10 days before the Opening Date,
certificates of insurance indicating your property code, the Hotel name and address, and proof that you
have purchased the required insurance coverage and the Additional Insureds endorsement has been
accepted by your insurance carrier. You must also provide us with evidence of renewal before the
expiration date of each insurance policy.” You or your insurer must provide us with 30 days advance
written notice if the certificate of insurance by the insurer has been canceled, reduced in coverage, or
otherwise altered {or 10 days advance written notice for non-payment of premiums).

f. Procurement of Insurance. If you, for any reason, fail fo procure or provide us with evidence
that you maintain at least the minimum insurance required by Section 12(a) or 12(b), as applicable, (or as
designated by us from time to time in the Rules and Regulations) together with the endorsement required
by Section 12(c}), you acknowledge and agree that we will have the immediate right and authority, but not
the obligation, to procure such insurance on your behalf, and charge the cost of the insurance to you.
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You agree that you will reimburse us for the cost of such insurance and for any reasonable out-of-pocket
costs that we incur should we elect to obtain such insurance within 30 days of receipt of our notice that
such costs are due and payable to us. "

g.” No Waiver of Obligations. :Your purchase and maintenance of insurance and your
performance of your obligations under this Agreement are in addition to your obligation to indemnify us.
You may obtain additional insurance coverage since we do not require insurance against all potentially
insurable risks; if you do, you will name us as an Additional Insured on this additional coverage provided
there is no additional premium for this cove’frage.

i

13. Indemnification. To the fullest extent permitted by law, you must defend, indemnify and hold
harmless us, our affiliates and subsidiaries, our and their respective officers, directors, agents, partners
and employees (each, an "Indemnified Party") from and against any claim, loss, cost, damage, expense
judgment and liability, including environmental liability (@ “Claim”), including reasonable attorneys’ fees
(whether or not a lawsuit has been filed) and any court costs, resulting in whole or in part from any
damage or loss, including personal injury, of any nature, connected with the Hotel construction,
renovation or operation, or any facilities that are managed by others in the Hotel, or out of, or as a result
of, in whole or in part your {or your agent's or employee's) error, omission, act or failure, even where
negligence of an Indemnified Party is alleged, except to the extent that the loss, costs, damage, expense
or liability is solely and proximately caused by the negligence of an indemnified Party. Notwithstanding
the foregoing, if we are required by a court of law to contribute to any Claim, the amount of our
contribution will be calculated by applying principles of comparative negligence where a Claim was jointly
caused by your negligence and by our neg_ljgegce@l;ou*mustvreimburse us for all amounts we reasonably
spend, including attorneys’ fees and colrt costs to’protect thellndemnified Parties from, or to remedy,
your defaults under this Agreement or claims-arising out'of your operation of the Hotel. We will have the
sole and exclusive control (including the::;nﬁgt? be Teprésented by attorneys of our choosing) over the
defense of any Claims against an Inde@éiﬂé‘dﬁlﬁﬁﬁéand% their settlement, compromise or other
disposition. This provision will be deeméd divisible;¥suchithat if it is in any way (or to any extent)

determined to be invalid or unenforceabié%it};wjl@@é {_"&%en“{é"a iodified so as to be valid and enforceable

=g

and to be in full force and effect to the *{BIIes‘t‘?ﬁ@:fe,‘_n erm by law. This provision will survive the
expiration or earlier termination of this Jﬂ\gmemen"fg

14. Casualty. If the Hotel is damaged!by;fire or.cther casualty, you must promptly and properly
repair the damage. If the damage or repair requires closing the Hotel, you must immediately notify us,
begin reconstruction within & months after that closing; reopen the Hotel for continuous business
operation in accordance with the Rules and Regulations as soon as practicable (but in any event within
12 months after the Hotel closing), and send us at least 30 days’ prior written notice of the date of
reopening. We will extend the Term of this Agreement by the number of days between the date of the
original closing of the Hotel and the date of reopening. If your insurance proceeds are not avaitable to
repair or rebuild the Hotel and if you provide us with reasonable evidence that such proceeds are not
available to you within 6 months after the original closing of the Hotel, and provided that you were not.in
default at the time of casualty, then we will terminate this Agreement without penality to either party.

15. Notices. All notices required or permitted under this Agreement must be in writing, must be
personally delivered or mailed by registered or certified mail, return receipt requested, or by a nationally
recognized overnight delivery or courier service, to us at Choice Hotels International, Inc., 10750
Columbia Pike, Silver Spring, Maryland 20901, Attention: General Counsel, and to you at the
Designated Representative's address that you have provided to us. You authorize the Designated
Representative to submit written notices to us or receive our written notices to you as your agent. Any
notice by registered or certified mail or by courier service is deemed given and received at the date and
time of sending. You may change the Designated Representative andfor the Designated
Representative’s address by written notice to us, and we may change our address by written notice to
you.

16. Attorneys’ Fees. Attorneys’ fees must be paid-according to the terms of this Section 16 and
also, as may be applicable, Section 13 of this Agreement. The prevailing party (as determined by the
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court or arbitrator) in any arbitration or claim filed to enforce the terms of this Agreement will recover from
the other party the reasonable expenses of its-attorneys, whether that attorney is employed by you or us
or specially retained in connection with the proceeding, along with any court costs, arbitration costs,
arbitrator fees, the reasonable costs of necessaly expert witnesses, and the reasonable travel costs
{including food and ledging) of the prevarlmg party's witnesses in the proceeding. If such a claim seeks,
in whole or in part, attorneys’ fees under Section 13, that provision wilt control. Attorneys’ fees, including
those payable to any attorney who is an employee of yours or ours, will be determined by reference to the
usual and customary rate for such attorney, and the rates charged by attomeys of similar background and
experience performing similar work in the area where the proceeding is conducted. Any judgment or
arbitration award for fees or other amounts owed to us to enforce our nghts under Section 4, Section
10{d) or Section 21 of this Agreement will bear interest at the rate referred to in Section 4(f) until paid.
? .

17. Taxes, Permits; Notice of Legal Actions!
|

a. Taxes. You must pay when due all taxes related to the Hotef that may be levied or assessed
by any federal, state, or local taxing authority, and all other indebtedness related to the Hotel. You must
pay any sales tax, gross receipts tax, or similar tax imposed on us (but not our income taxes) on any
payments that you must make to us under this Agreement. If there is a bona fide dispute as to liability for
taxes assessed or other indebtedness, you may contest the validity or the amount of the tax or
indebtedness under the procedures of the:taxing authority or applicable law. You may not permit a tax
sale or seizure by levy of execution or srmllar wnt or warrant, or attachment by a creditor to occur against
the Hotel or the Location. 'I :

- = certificates, or licenses necessary - for the
censtruction, renovation, operation an 'arntenance_of heiHoteI including licenses fo do business,
fictitious name registration and sales permltsv%healt : nd ‘sanitation permits, and ratings and fire:
clearances. You must send us (or our desagnated representatwe) within 10 days of your receipt, copies
of all inspection reports, warnings, certifi cates and rafrugs feceived from any governmental entity:

" b. Permits. You must timely ol

¢. Notice of Suit. You must noL at 4]’-@1%@9% provide us with copies, within 5§ days of your
receipt, of any action, suit, proceeding, or.the issuan Eeﬂany -order, writ, injunction, award, or decree of

;-5 Me : *.,
any court, agency, or other governmental :

|tyaaffectff§§ you or the Hotel.

18. Approvals and Waivers. !|

a. Approvals. Our approvals and consents will not be effective unless signed by one of our
duly-authorized representatives. We may withhold our consent in our reasonable discretion or at any
time when you are in breach of any obhgat_ron under this Agreement.

b. Reliance; No Liability. Except as otherwise expressly stated in this Agreement (including any
addenda or amendments), we make no warrantles or guarantees on which you may rely. We assume no
liability or obligation to you by providing any waiver, approval, consent, suggestion to you, or by reason of
any delay or denial of any request that you;;make tous.

f

c. No Waiver/Forbearance. Failure to exercise any power or to insist on strict compliance with
any obligation or condition under this Agreement is not a waiver of any future right to demand exact
compliance with any of the terms in this Agreement. Waiver of any particular default will not affect or
impair a party’s right with respect to any later default of the same, similar, or a different nature. No delay,
forbearance, or omission to exercise any power or right of a party following any breach or default of any
of the terms, sections, or covenants of this Agreement by the defaulting party, will affect or impair the
rights of the party not in default. ;

19. Acknowledgments.

1

a. No Warranty or Guarantee. You acknowledge and agree that you have conducted an
independent investigation of the benefits of signing this Agreement, and you understand that the business

]
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venture contemplated by this Agreement involves business risks, and that its success will be largely
dependent on your ability as an independenit business person. We have not made, and you acknowledge
that you have not received from us or our agents, any representations, projection, warranty or guarantee,
express or implied, as to the profitability or/other potential success of the business venture contemplated
by this Agreement, except as contained in the Franchise Disclogure Document.

b. Limited Rights. You acknowledge and agree that this Agreement and the limited rights to use
the Inteflectual Property granted to you under this Agreement relate only to the Hotel and the Location.
Subject to the terms of our Impact Policy and Fair Franchising Policy: (i) we may own, operate, or
franchise other hotels and/or allow such hotels to use our intellectual Property (including the Brand Mark),
at any other location, either separately or combined, and (ii} we, and any of our affiliates and other
franchisees may now or in the future engage in transient lodging or related business activities that may
compete with the Hotel.

c. Control No Duty. Independent Contractor. You acknowledge and agree that you are solely
responsible for exercising ordinary business control over the Hotel, including personnel matters of Hotel
employees and pricing of rooms and other services at the Hotel. This Agreement does not create a
fiduciary relationship between you and us. You are an independent contractor. Nothing in this
Agreement makes, or is intended to make, either party an agent, legal representative, subsidiary, joint
venturer, partner, employee, or servant of the other (except that you agree that we may act as your agent
when making reservations for your Hotel). .
I

d. No Right to Contract; No ThlrdrPartv Obligations:»¥Truthfulness. You acknowledge and agree
that you are not authorized to make any; ‘contract® agreement;’ Warranty, or representation on our behalf,
or to incur any deht or other obligation’ |maname‘?%\’ou§acknowledge and agree that you WI|| not
represent in any proposed financing agreement '
private investment offering that we orﬁaﬁygfggu aff Etates ‘s or will, become responsible for your
obligations under the financing agreement *‘nor‘th eson All be, participating in any private or public
investment offering. Before you distribute atpri spectt:s of y% intended private or public offering, you
must send us a copy for our prior wntter’f‘ag_prﬁvaig"not to*‘be unreasonably withheld, of references made
to us in the prospectus. You warrant the truth andl g_grnpieténess of all your statements in your application
and the content of all other documents that Yo you end-to.Us-as part of the application process and that you

are required to submit to us under this A&?Eement

e. Disclosure. You acknowledge that you received from us the Franchise Disclosure Document
requnred by the Federal Trade Commlssmn and by the applicable state(s) in which you live and where the
Hotel is located at least 14 days before you signed this Agreement or paid to us any consideration for the -
hotel franchise other than the $2,500 apphnatlon fee.

f.  Ownership; Data. You warrant that you are the true owner of, and record holder of title to,
the Hotel, unless you have told us in.the application that you lease the Hotel under a lease with at least
20 years remaining in its term. You acknowledge and agree that each of we and you own the rights in
and to any data captured by the Property Management System or Reservation System and that we may
use that data in any reasonable manner that we determine. You also agree to promptly notify us in
writing of any security breach or alleged security breach of the data captured at your hotel.

g. Franchise Association. You acknowledge and agree that we will consult with the Franchise
Association on (i) the use of the System Fee for marketing campaigns that we will undertake for the Hotel
and for all other hotels that are authorized to use the Brand Mark and/or our System, (ii) the use of the.
System Fee for the Property Management System and Reservation System, and (iii) changing the
amount of the System Fee. You acknowledge and agree that we will consult with the Franchise
Association before making any material changes to the Impact Policy or Fair Franchising Policy, and that
we will, if requested, provide annually to the Franchise Association audited financial statements as soon
as reasonably practicable showing the receipts and expenditures relating to the System Fee. However,
you acknowledge and agree that we are not required to obtain the consent of the Franchise Association
on any of these matters. -
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h. System Fee. You acknowledge and agree that we may use the System Fee to meet all costs
incident to prowdlng the Hotel {(and all other hotels authorized to use our System) with marketing and
advertising services, the Property Management System, and the Reservation System, and that such
costs- may include certain of our overhead expenses that are reasonably allocated to provide such

. services. You further agree that, subject to Section 19(g), above, we have the absolute and unilaterat
right to determine, when, how and what portion of the System Fee may be used for (i) marketing
purposes, «including the right to purchase and pay for marketing services, product research and
development, production materials, ad sllcks brochures, videotapes, radio and television commercials,
media advertising (internet, e-Ccommerce, i television, radio, cable, magazines, newspapers and other
print), services provided by advertising agenmes market research, trade shows, promotions, research
and design, public relations, and frequency. programs, (i) the development, operation and maintenance of
the Property Management System and Reservatlon System, and (jii) the cost of personnel, accounting
services, travel expenses, office space, overhead costs,- administrative costs, computers, other
equipment, furniture, salaries and fringe benefits; development, design and maintenance of internet web-
pages and websites, including internet service provider costs, network costs, and for other similar costs
that we reasonably deem to be appropriate. You also acknowiedge that other franchisees authorized to
use our System may not contribute the same percentage or total amount that you must pay to us as the
System Fee. ’|’ .

0

i. Online Terms of Use. You acknowledge and agree that your right to use the Property
Management Systerm and the Reservatlc:n .System will be governed by the Online Terms of Use that are
provided to you in an online format which ouvagree-towev|ew-per|odrcally You acknowledge and agree
that the Online Terms of Use are a pMﬁthlsuﬁAgreement and you will comply with the terms and
" conditions of the then-current Online Term: f%U’"”‘*gYou agree ‘that you, the Hotel's general manager, or

any other authorized employee of the Hotel Authorized: User”} may accept and agree on behalf of you to

the terms:and conditions of the Online Terms of UseYou also acknowledge and agree that we have the
right, in our sole discretion, to modify, add onrem%ve‘“any"term or conditions of the Online Terms of Use.

Changes to the Online Terms of Use will be&pestedgwnilne and:t ‘will be immediately effective. You agree

that use by an Authorized User of the ng_b_perty‘thﬁanage&ent System or the Reservation System, as
applicable, after we post any such chan dicate. that you accept and agree to the Online Terms
of Use, as modified.

j- No Liability. You acknowledge and agree that neqther party assumes liability for, or will be
deemed liable as a result of, any action or omlssmn of the other party or any claim or judgment arising
from any such action or omission. !i
, o .

k. Anti-Terrorism / Anti-Bribery Léws You individually represent and warrant to us that you are
not {including your directors and officers, senior management and shareholders (or other persons) having
a controlling interest in you), nor any affiliates or funding sources are (a) owned or controlled by, or acting
on behalf of, the government of any country that is subject to an embargo imposed by the United States
government; or (b) an entity or individual (*Person”) identified by any government or legal authority under
applicable laws as a Person with whom dealings and. transactions by us are prohibited or restricted,
including Persons designated on the U.S. Department of the Treasury's Office of Foreign Assets Control
(OFAC) List of Specially Designated Nationals and Other Blocked Persons (including terrorists and
narcotics traffickers). You will promptly notlfy us in writing upon the occurrence of any event which would
render the foregoing representations and warranties incorrect. You will promptly notify us in writing upon
the occurrence of any event which would tender the foregoing representations and warranties incorrect.
You further represent and warrant to us that you, including persons having a controlling interest in you,
are not in violation of any anti-money laundering laws, anti-terrorism, anti-bribery, trade sanctions or other
laws or embargoes, including without limitation the U.S. Patriot Act and the U.S. Foreign Corrupt
Practices Act and related regulations and executive orders. You represent and warrant that you are
qualified to do business in the United States, have the authority to execute this Agreement, and are
eligible under applicable United States laws to carry out the obligations under this Agreement and any
subsequent assumptlon of your rights and obligations under this Agreement.
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20. Miscellaneous. !

a. Severability. If any section of thns Agreement is held to be illegal invalid or unenforceable
both parties agree that (i) the section will bé removed; (ii) this Agreement will be understood and enforced
as if the iflegal, invalid, or unenforceable section Kiad never been in this Agreement; and (iii) the remaining |
sections will remain in full force and effect and will not be affected by the illegal, invalid, or unenforceable
section or by its removal. A section similar to the removed ‘section wnil be automatically added as a part of
thiS Agreement to the maximum extent enforceable

b. No Thrrd Party Beneﬂcuanes Except as otherwise expressly provrded in this Agréement,
nothing in this Agreement is intended, nor will anything in this Agreément be deemed, to confer on any
person or legal entity other than us or you, or our respective successors and permitted ass:gns any rights
or remedies under or by reason of this Agreement..

¢. Headings. All captions and: headnngs in this Agreement are intended solely for the
convenience of the parties and do not aﬁecﬁ the meaning or construction of any section.

d. References. All references td the n1asculine, neuter, or singular, include the masculine,
feminine, neuter, or plural. The.word "include” and its derivatives are not to be construed as terms of
limitation.  If “you” consists of more than one person or entity, your acknowledgments, promises,
covenants, agreements, and obligations made or undertaken in this Agreement are jointly and severally
undertaken by each of you.

e. -Countergalts. If this Agreement.is.executed in mulple counterparts, each executed copy is

an original.

. . Goveming Law. This Agree ent sbecomes valid and effectwe only when we have 5|gned it
and it will be mterpreted under the substarzﬂtiyegiaws*of Maryiﬁand%not including its conflict of laws provision
or such provisions of any other junsdlctlon,kexce?ptgmat*nfthlng herein shall be construed to establish
mdependentty your right to pursue claim i chlsee Reglstratlon and Disclosure Law.

g Cumulative quhts and R and:remedies stated in this Agreement are

i il

h. Attachments/Addenda. All attachments to this Agreement are incorporated into and a part of

this Agreement. Any addenda or amendments to this Agreement will not be effective unless signed by
one of our duly-authorized representativesand by you. All duly-executed addenda andfor amendments

. are mcorporated into and will become a part of thls Agreement.

i. Survival. Those of your ob[rgahons and our obligations under this Agreement which
expressly or by their nature survive the expiration or earlier termination of this Agreement will survive
such expiration or termination, including Sec":tions 7, 10¢d), 11, 13. 16, 17, 18, 19, 20.21 and 22.

21. Arbitration. Except for our clalms against you for mdemmftcatlon or actions seeking to

~ enjoin you from using any of our Intellectual Property (including the Brand Mark) or the Choice-

Related Words in violation of this Agreement or any other related agreements (including the
Online Terms of Use), any controversy or claim arising out of or relating to this Agreement or any
other related agreements, or the breach of this Agreement or any other related agreements,

including any claim that this Agreementior any part of this Agreement or any related agreements
is invalid, illegal, or otherwise voidable or void, as well as any claim that we violated any laws in
connection with the execution or enforcement of this Agreement or any related agreements and
any claim for declaratory relief, will be sent to final and binding arbitration before either the

- American Arbitration Association, J.A.M: S or National Arbitration Forum in accordance with the

Commercial Arbitration Rules of the Amerlcan Arbitration Association, including its rules for
emergency measures of protection, except to the extent that the Commercial Rules of the
American Arbitration Association may be interpreted to require you or us to produce documents,

’
¥
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witnesses, or information at a time other than at a hearing on the claim without our mutual
consent. In the event more than one, demand for arbitration is filed in connection with this
Agreement or any related agreements the demand filed with the American Arbitration

" Association, J.AM.S., or National Arbitration Forum office having jurisdiction over Maryland
proceedings shall take precedence, and any other demand shall be withdrawn and presented in
the Maryland filing. The arbitrator will apply the substantive laws of Maryland, without reference
to its conflict of laws provision, except that nothing herein shall be construed to establish
independently your right to pursue ,claims under Maryland’s Franchise Registration and
Disclosure Law. Judgment on the arbitration award may be entered in any court having
jurisdiction. If any party fails to appear at any properly noticed arbitration praceeding, an award
may be entered against the party, notwrthstandlng its failure to appear. Any arbitration will be
conducted at our headquarters office in Maryland. Nothing in this Section 21 will be construed as
requiring you or us to make a claim in arbitration before exercising any rights you or we may have
to give notice of default or termrnatlon |n accordance wrth the terms of this Agreement or any
related agreements, ; ) K

1 _ ' _ .
22. INTEGRATION. THIS AGREEMENT AND ALL OF ITS ATTACHMENTS
CONTAIN THE COMPLETE UNDERSTANDING OF THE PARTIES AND REPLACE
ANY PREVIOUS WRITTEN OR ORAL AGREEMENT ON THE SAME SUBJECT
MATTER. NO REPRESENTATION, INDUCEMENT, PROMISE OR AGREEMENT,
ORAL OR OTHERWISE, NOT CONTAINED IN THIS AGREEMENT OR IN OUR
. FRANCHISE DISCLOSURE DOCUMENT“’WILL"BE“'OF ANY FORCE OR EFFECT.

{Attachment A continues this Agreement in ;-and' made a part of this Agreement.]

L
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JATTACHMENT A

: i
RIDER TO THE FRANCHISE AGREEMENT

[ .
1. Incentive Loan — Opening Date. {;'Subje.ct tc the terms of the SLEEP Incentive Promissory Note

that you will execute at the time of signing the Franchise Agreement, we will lend to you, shortly after the
Opening Date (as defined in Section 1(f) of the Franchise Agreement), an amount equal to $1,500.00
multiplied by the Sleeping Rooms upon the Opening Date." You agree to execute a SLEEP Incentive

Promissory Note in substantially the form attached herein.

2. Term Modification. Section 3 ofl the Franchise Agreement is deleted and replaced with the
following: i

3. Term. The term of this Agreement (“Term”) begins on the date both you and we sign this Agreement
and ends on the date that is 20 years after the Opening Date. However, both you and we have the right .
to terminate this Agreement, with or without cause, and as a matter of right, on the "10th or 15th
anniversary of the Opening Date, by giving prior written notice to the other, provided, that you may not
exercise your right to terminate this Agreement unless you have paid all fees and charges due under this
Agreement (and all related agreements, including any promissory notes or other incentive agreements,
and any agreements relating to the use of our System) before the time of the proposed termination. The
written notice required by this Section 3 shall be given at least 12 months prior to the date of the
proposed termination (if given by us) and at least 6 months before the date of the proposed termination (if
given by you). If you elect to terminate t_his:__.;greé .w;gn_t#qntthej%j Oth or 15th Anniversary of the Opening
Date by giving us 6 months prior written éﬁat}éelé’swfrgulﬁﬁé”d‘r?mis Section 3, you must continue to remain
current on all fees and charges under thié :

your termination to be effective.”

gh:the date of such termination in order for

3. Comfort Impact Waiver. You h&,, Y W Qgé;%ygy;yghts under the Impact Policy with
respect to any application for any hotel that ﬁ-,ééf;@ylr[gﬁo Lgﬁé the, Comfort Inn or Comfort Suites Choice
Mark. Furthermore, you agree not to opp%ké”é?—ﬁéllga:g&o_mtﬁ%ﬁwse file any legal action in connection
with our granting of any hotel franchise using the Comr a"“rt‘“1?‘1&;'}””E“)Ml{?'Jomfod Suites Choice Mark.

g.

4. Confidentiality. You agree to keep, the grant of the modification(s) contained in this Agreement in
strict confidence and will not disclose them ]f;to any persons other than your directors, officers,. partners,
employees, agents and advisors who have a need to know for the purpose of operating the Hotel Any
unauthorized disclosure is a default under the'_'Agreement, and we may, at our option, immediately terminate
the Agreement on notice to you or may revoke the. modification(s) contained in this Agreement upon any -
unauthorized disclosure by you. The modification(s) .outlined in this Agreement are for the Hotel only and do
not indicate that other hotels owned by you or by others will receive similar maodification(s).

5. Defined Terms; Integration. Certain capitalized terms may not be defined in this Attachment or
the Agreement and such terms are being used in the normal course of dealing and as commonly used in
the hospitality industry in order to assist you to better understand your obligations under this Attachment.
This Attachment is incorporated into and is a ﬁ)art of the Agreement.

: i ,

6. Order of Precedence. In the eve}r’it of any’ conflict or inconsistency between the terms of the

Agreement and the terms of this Attachment, trﬂé terms of this Attachment will supersede and control.
. ! _

Ii

4

Afttachment A
May 29, 2012
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We and you agree to be bound by the terms and conditions of this Agreement, including all

Attachments, by setting the hands and seals of 6u
this Agreement, effective on the first date w;iritten ab

i

Witness: il

Mo/

e ey N
Witnes-s:

|

g . . Cod
(';Nm' samin ) Fonnn Sapdr

-Print Name of Witness: : 4

. IT
o M
1

r duly authorized and empowered representatives on

ove.

Choice Hotels International, Inc.,

By: ‘

Name: Bret L. Limage

Title: Assistant General Counsel and Assistant
Secretary

L.S.

HENNESSEY HOTELS, LLC, an Oklahoma Limited
Liability-Company

oy ﬁ%ﬂ/ .

Name: Safjib Anwar
Title::Manager

L
PLEASE COMPLETiE ATTACHED SCHEDULE A

!1
h
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| I
Schedule A —Entity Ownership Breakdown
S . |
By signing the Franchise Agreement to which this Schedule A is attached, you certify that the
information you provide below is true and accurate. The following represents the names, social

security numbers and percentages ownﬁed of HENNESSEY HOTELS, LLC.

- Name of member/shareholder/vartner ""Perce_n_taqe ownéd Social Security Number

I — .
SABWES  Anwie@ Yo R i Y
(type or print) ' j : P

AN s 2. A WhRSrcrf
(type or print) -

(type or print)

" (type or print) -

. (typé or print)

(type or.print)

I

(type or print)

% -

(type or print) i|

. !1! n %
{type or print) i .

(type or print)
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