
_:,..,(~·C:~;'_'>"'i'A 
:~v"l~,"

!!i"'\;',State of California chair John Chiangl memoer Jerome E. Horton I memoer Michael Cohen 

"~franchise Tax Board 
FTB EXHIBIT Legal Division MS A260 

POBox 1720 B8 
Rancho Cordova CA 95741·1720 October 14, 2014 
tel: 916.845.2966 fax: 916.843.1067 Arturo Lopez and Maria D. Lopez 
ftb.ca.gov 740943 

Date: Case: 4800421068112770 
Case Unit: 4800435579874566 

In reply refer to 410:DTW 
TO: CHIEF, BOARD PROCEEDINGS DIVISION 

STATE BOARD OF EQUALIZATION 
450 l'l STREET, MIC: 81 
SACRAMENTO,CA 95814 

FROM: D. TODD WATKINS 

RE: Appeal of Arturo & Maria D. Lopez 
Appeal Case ID NO.740943 
Submission of additional exhibits for appeal hearing. 

MEMORANDUM 


Respondent is submitting for purposes of this appeal additional exhibits as follows: 

Exhibit Y - (46 pages) 

The partnership agreement dated July 23,2003, entered into between Arturo Lopez, M.D., Inc. 
(ALMD) and Caremore Medical Group (CMG). 

Exhibit Z (2 pages) 

Appellant Arturo Lopez, M.D.'sJetter to your Board dated September 16, 2014, which 
constitutes testimonial evidence. 

Exhibit AA (1 page) 

Diagram of February 28,2006, Caremore Medical Group sale and merger. 

Exhibit BB (8 pages) 

The 2006 Partnership Return of Income (form FTB 565 (2006)), (exclusive of Schedules K-1 
for the 38 partners) filed by Caremore Medical Group. The Schedule K-1 (565) filed for 
partner Arturo Lopez, M.D., was previously submitted as an exhibit to Respondent's opening 
brief. 
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Exhibit CC - (9 pages) 


The 2007 Partnership Return of Income (form FTB 565 (2007)), (exclusive of Schedules K-1 

for the 38 partners) filed by Caremore Medical Group. The Schedule K-1 (565) filed for 

partner Arturo Lopez, M.D., was previously submitted as an exhibitto Respondent's opening 

brief. 


Exhibit DO - (8 pages) 


Relevant portions of the 2006 Partnership Return of Income (form 565 (2006)) of Caremore 

Medical Management Company. 


Sincerely, 


Tax Counsel III 

cc: 

Enclosures 
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Appeal of Arturo and Maria D. Lopez 

Appeal Case ID No. 740943 

Submitted by: D. Todd Watkins, Tax Counsel 

For: Respondent, Franchise Tax Board 

Exhiblty 

The partnership agreement dated July 23,2003, entered into between Arturo Lopez, M.D., 
Inc. (ALMD) and Caremore Medical Group (CMG). 

Total pages - 46 
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) 
This Partnership Agreement (Agreement) is enteredinto by the parties 

set forth in Addendum A to this.Agreement. 

RECITALS 

1SA. On or about June \ 1993, the Partners formed a Ge~eral 
Partnership 'Qllder the laws of the State of California for the purposes and on the terms 
and conditions stated in the CareMore Medical Group General Partnership & 
Professional Services Contract. 

B. The Partners now wish to restate the terms and conditions of 
General Partnership ~ Professional Services Agreement (hereinafter referred to as the 
flAgJ;eement" as set forth below to more accurately reflect the current operating 
environment. 

ARTICLE I. 

Formation, Name and Tern! 

1.1 Formation. The Partners by this Agreement form the Partnership 
under the laws of the State of California,and agree as follows: 

1.2 Firm Name. The name of 0e Part;aership is CareMore Medical 
Group. 

" 1.3 Places of Business. The Partnership's principal office and place 
of busfuess shall be at 10000 Lakewood Boulevard, DO\\'lley California 90241, in Los 
Angeles County, California. The principal place of business may be changed from 
time to time, and other offices may be established by actions taken in accordance with 
the provisions of this Agreement that· govern management of CareMore Medical 
Group's business and affairs. 

1.4 Term. CareMore Medical Group shall begin on March 15, 1993, 
hereinafter the (Effective Date) and shall continue for thirty-five (35) years thereafter 
or until dissolved and terminated by mutual agreement of all the Partners or under the 
provisions for dissolution and winding up as set forth in this Agreement. 

1.5 Purpose. The purposes of CareMore Medical Group are to 
engage in the business of providing health care and medical services and to do all 
things reasonably incidental to or in furtherance of that business. 

1.6 Powers of Partnership. CareMore Medical Group is empowered 
to do any and all things necessary, appropriate, or conve,r.J.ientforJheJurtheE~~..~.~~ 
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accomplishment of its purposes, and for the protection and benefit of CareMore 
Medical Group and its properties, including but not limited to the following: 

1.6.1 Entering into and perfonning contracts of any kind; 

1.6.2 Acquiring, constructing, operating, maintaining, 
owning, transferring, renting or leasing any property, ~eal, personal or mixed; 

1.6.3 Borrowing money and issuing evidences of 
indebtedness and securing any such indebtedness by mortgage, deed of trust, pledge, 
lien or other security interest in or on any properties of CareMore Medical Group; 

1.6.4 Applying for and obtaining governmental 
authorizations and approvals; 

1.6.5 Bringing and defending adions at law or equity; 

1.6.6 Subject to the express provisions of this Agreement, 
purchasing the interest of any Partner. 

1.7 -Requirement of Professional Corporation. Each Partner shall be a 
California Medical Professional Corporation in good standing .at the time it executes 
and delivers this Agreement and shall remain a California Professional Medical 
Corporation during the period that the Partner remains a General Partner. 

ARTICLEIL 

Statutory Filings 

2.1 Fictitious Business Name Permit. The Partnership shall cause to 
be filed an application with the California Department of Consumer Affairs for a 
fictitious business name permit number and comply with the laws and regulations 
related thereto. 

2.2 Fictitious Business Name Statement. The Partners, or anyone of 
them on CareMore Medical Group's behalf, shall sign and cause to be filed and 
published an appropriate fictitious business name statement under the California 
Fictitious Business Name Law within forty (40) days after CareMore Medical Group 
begins doing business, within forty (40) days after any subsequent change in its 
membership and before the expiration of any previously filed statement. Each Partner 
appoints Sheldon S. Zinberg, M.D., as his or her agent and attorney-in-fact to execute 
on his or her behalf any such. fictitious business name statement relating to this 
Partnership. ~ ". ~ '-'." 

y ~- . , 
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2.3 Address and Agent for Service. CareMore Medical Group shalf 
execute and file with the California Secretary of State a statement pursuant to 
California Corporations Code section 24003 in which the location and complete 
address of CareMore Medical Group's principal office in California, is designated and 
in which an agent of CareMore Medical Group for service of process is designated. 

ARtICLE III. 

Management 

3.1 Management of Business. Except as otherwise specifically 
provided, in this Agreement, the conduct of the business of CareMore Medical Group 
shall be:t exclusively controlled by and be the responsibility of. the Executive 
Management Committee hereinafter referred to as the (Management Committee). The 
Management Committee shall consult and confer as far as practicable with the 
Partners, but the power of decision shall be vested exclusively in the Management· 
Committee. Except as otherwise expressly provided in this Agreement, all things to be 
done by CareMore Medical Group shall· be done under the Management Committee's 
control and supervi?ion. The members of the Management Committee shall be 
entitled to reimbursement monthly, on the submission of an itemized account, of any 
reasonable sums incurred for the benefit of the CareMore Medical Group's business. 
Without limiting their general powers, the Management Committee shall have the 
following specific powers: 

. 3. 1.1 T a have control over CareMore Medical Group's 
books and records and the hiring of any independent public accountants it deems 
necessary for this purpose; 

" 

3.1.2 To select and terminate all medical administrative 
service providers and medical service providers of CareMore Medical Group, to 
prescribe duties and to fix compensation for the providers and to require ifnecessary, 
security for faithful performance of this Agreement by the providers; 

3.1.3 To enter into Partnerships and joint ventures as may 
be necessary or convenient; 

3.1.4 To borrow money or incur indebtedness and to 
cause to be executed necessary documents for such indebtedness; 

3.1.5 To generally conduct, manage and control the 
affairs and business of CareMore Medical Group, to enter into contracts with other 
entities, to conduct or assist in the management and control of the affairs and business 

• ! 
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of CareMore Medical Group and to make rules and regulations not inconsistent with 
this Agreement; 

3.1.6 To recruit, hire and terminate employee physicians 
who are not Shareholder Employees and determine the compensation and benefits of 
the employee physicians; 

3.1.7. . To implement practice consolidation programs of 
the Partners for the purpose of reducing overhead expensl;; and increasing profitability; 

3.1.8 To determine and distribute risk fund profits and the 
other profits of the Partnership except as otherwise specifically provided in this 
Agreement; 

3.1.9 To develop· and conduct . appropriate grievanc.e 
. procedures for Partners; 

3.1.10 To determine the amount and to purchase general 
liability insurance and/or an insurance umbrella policy or annuity to indemnify the 
Partnership, its Management Committee and its Partners from liability resulting from 
being a Partner or Management Committee member; 

3.1.11 To sell, transfer or otherwise' dispose of CareMore 
Medical Group and all of its assets; . 

3.1.12 To determine and implement procedures for the 
discipline and/or removal of a member of the Management Committee and the filing 
of a:v().,cancy caused thereby; 

3.1.13 To determine and set billing rates for all m~dical 
servIces. 

3.2 Management Committee. There shall be a maximum of eleven 
(11) members of the Management Committee until such maximum number is changed 
by amendment to this Agreement. Each member of the Management Committee 
(except the initial Chairman and the members appointed by the Chairman) shall be 
elected by a majority vote of the Partners from time to time at properly held meetings 
of the Partners. Members of the Management Committee shall hold office for two (2) 
years after being elected or appointed. Each member of the Management Cominittee 
shall hold office until hislher respective successor is elected or until helshe dies, 
resigns or is removed from office. The Management Committee by majority vote, shall 
have the right to fill any vacancy in the Management Committee. The successor shall 
serve the r~mainder of the term of the person he or she has replaced. If the member to 
be replaced was one appointed by the Chairman,.the ..ChaID.JlaIl.s.haUJ:H1ye Jl1.~]:igl1t to 

y 
.. 
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select the successor arid riot the Management Committee. Except as otherwise 
specifically provided for in this Agreement, if any annual meeting is not held or the 
members of the Management Committee are not elected at that time, the members of 
the Management Committee may be elected at any special meeting of the Partners held 
for that purpose. At no time shall more than two (2) physician specialists serve on the 
Management Committee. For purposes of this Section the term "specialist" does not 
include pediatrics, OB-GYN or internal medicine when the internist engages in full 
time primary care. 

3.3 Management Committee Structure. At the first annual meeting of 
the Partners nine (9) of the eleven (11) members of the Management Committee will 
be elected and/or appointed (including the Chairman). The Management Committee, 
upon a majority vote and in its sole discretion, has the authority to appoint the tenth 
(lOth) and eleventh (lIth) members of the Management Committee to serve for a 
single ..two (2) y~ar'term after which those M~agement Committee positions shall be 
subjecttoelection bythe Partners. . 

3.4 Appoin tIDent and Election of the Chairman. The Chairman of the 
Management Comm\ttee shall be a voting member and the initial Chairman shall serve 
for a term of six (6) years commencing with the first annual meeting of Partners during 
which the Management Committee members are elected. Sheldon S. Zinberg, M.D., 
shall be the Chairman of the Management Committee for the initial six (6) year·term 
of CareMore Medical Group and during that period shall not be required to be elected. 
Thereafter the Chairman shall be elected at the annual meeting by a majority of the 
Management Committee from one of the duly elected and/or appointed Management 
Committee members and shall serve a two (2) year term. A Chairman may serve more 
thaii one (1) term as long as the Chairman is a member of the Management Committee. 

3.5 Special Powers of the Chairman. Commencing with the 
formation of the Management Committee and every two (2) years thereafter, the 
Chairman shall have the authority to appoint· two (2) Management Committee 
members to each serve for a two (2) year term. This special power of the Chairman 
shall be in effect whether or not the Management Committee consists of nine (9) or 
eleven (11) members. 

3.6 Management Committee Eligibility. To be eligible to serve as a 
member of the Management Committee an individual must be professionally licensed 
by the State of California Department of Consumer Affairs as a physician and must be 
a shareholder of a Partner and must be a Shareholder Employee as defmed in Section 
3.11.6 hereof and be actively engaged during their term in the practice of medicine. 
The restrictions set forth above in this section 3.6 shall not apply to Chairman of the 
Management Committee nor to the ChiefMedical Officer . 

• n< •• ~.~,.~_",_~ ........" .... _~~"_... ,,",,,..,.,. _",,,_~,,,,____ _ ". _u;~.,~.;<.;.' _~~ 
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3.7 Management Committee Nominations. Nominations for the 
Management Committee can be made by any Partner. The names of the nominees 
shall be submitted in writing to the Management Committee no later than sixty (60) 
days prior to the annual Partners meeting and thereafter the names will be mailed to all 
of the Partners by the Chainnan of the Management Committee at least thirty (30) 
days prior to the annual Partners meeting of each year in which elections shall be held. 
Thereafter all nominations shall be closed. At the time of elections, all such nominees 
must agree in writing to serve as a member of the· Management Committee if elected. 

3.8 Management of Meetings. The following provisions and 
requirements shall apply with regard to the conduct of the business by the members of 
the Management Committee: 

3.8.1 . Meetings. As soon as is reasonably practical after 
the fIrst meeting of the Partners and after the adjournment ofeach annual meeting of 
the Partners, the Management Committee shall hold its. rumual meeting for the purpose 
of organization and the transaction of such other business as it deems appropriate. No 

. notice of such meeting need be given. Regular meetings of the Management 
Committee shall also. be held from time to time for the making of all decisions relating 
to the business of CareMore Medical Group. Notice of any regular meeting of the 
Management Committee must be given to all members of the Management Committee 
by telephone, fax or by personal delivery if given at least forty-eight (48) hours in 

. advance 	of the meeting or by United States mail at least five (5) days prior to the 
meeting. All meetings shall be held at the principal place of business of CareMore 
Medical Group or at such place as shall be designated in writing by the Chairman of 
the Management Committee . .. 

3.8.2 Action of Meetings. Every action taken or made by 
a majority of the members of the Management Committee present ata meeting duly 
held and at which a quorum is present shill.! be regarded as the action of the 
Management Committee. Each Management Committee member shall have one (1) 
vote. Action taken at any meeting of the Management Committee shall be valid and 
binding on the Partnership if: (i) taken at a meeting duly held after a regular call and 
notice; (ii) a quorum was present and the vote was by a majority of the members then 
present; Of, (iii) if a quorum was not present a majority of the members of the 
Management Committee sign a written waiver of notice c.nd consent to the holding of 
such meeting and approves the minutes taken at the meeting. Such waivers, consents 
or approvals shall be filed with the records of CareMore Medical Group . 

. 3.8.3 Quorum. A majority of the duly constituted 
members of the Management Committee shall constitute a quorum for the transaction 
of business. 

EXHIBIT: -,-_Y_·_........,._
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3.8.4 Action without Meeting. Any action by the 
Management Committee may be taken without a meeting if a majority of the members 
of the Management Committee individually or collectively consent in writing, to such 
action. Such written consent shall be filed with the minutes of the proceedings of the 
Management Committee. 

3.8.5 ,Delegation. None bfthe foregoing Sections sha11 be 
construed as preventing the Management Committee from reasonably delegating any 
day to day management powers, duties or responsibilities to individual Management 
Committee members, to establish appropriate subcommittees or enter into agreements 
for the exercise of management powers with third parties. 

3.9' Salaries. Each member of the Management Committee shall be 
entitled to a salary or other compensation for services rendered in connection with the 
business of CareMore Medical Group as may be fixed from time to time. by the 
Management Committee but not to exceed $2,000.00 per month for any member of the 
Management Committee without amendment to this Agreement., This Section does 
not prevent or limit a member of the Management Committee to' have a contract for 
services with the Pa~ership, as approved by'the Management Committee . 

." 
3 ,I 0 Meetings of Partners. Annual and special meetings of the 

Partners shall be held for the purpose of voting on matters upon which action by the 
Partners is required and on any other matters affecting th~ Partners interest. Such 
meetings shall also be required for the conduct of any business of CareMore Medical 
Group not otherwise under the 'control of the Management Committee under the terms 
of'this Agreement No action may be taken by the Partners except at a meeting. All 
such n::eetings shall be conducted according to the following rules: 

3.10.1 Place of Meetings. All meetings of Partners shall 
be held at the principal place of business of CareMore Medical Group or at such place 
as designated in writing by the Chainnan of the Management Committee. 

3.10.2 Annual Meetings. The annual meeting of the 
Partners shall be held on the fourth Monday of January of each year except for the first 
annual meeting which shall be held on June 15, 1993, or at the time noticed by the 
Chairman of the Temporary Management Committee. Jf for any reason the annual 
meeting shall not be held on the day or place specified, it may be held at such other 
time and place as the Chairman or the Management Committee may determine upon 
the same notice and conditions as a regular meeting. 

3.10.3 Special Meetings. Special Meetings of the Partners 
may be called at any time by a resolution of the Management Committee or by the 
Partners holding not less than one-fourth (1/4)-=.e.ftP~?at}E~E~hiP. E5l.u}+X~I£ter~~_ A 

t .-'. ......--_ ----,\·1 
WORD·LA\LBL\70240848.1 -8-1 I I!YIi EXHIBIT: ______.~_:_7"- ! i 

i ' 1 I J I ~ XFLi68178 
~; PAGE _~_OF _7~w_ 1 i 

• 'i 
) 


121200 

http:2,000.00


Partnership Equity Interest means that equity interest purchased by each Partner in 
CareMore Medical Group and is equivalent to the number of shareholders in each 
Partner's professional corporation. 

3.10.4 Notice of Meetings. Notice of the annual or any 
special meeting of Partners shall be mailed to each Partner entitled to vote at such 
meeting by Umted States mail at least fifteen (15) days prior to the . date of the 
meeting. All notices shall specify the place, day and hour of such meeting and may 
specify the general nature of the business to be transacted. 

3.10.5 Quorum. The Panners entitled to vote under 
Section 3.10.6 and who are, present in person or by proxy, and holding fifty-one 
percent (51%) or more of the Partnership Equity Interest shall constitute a quorum for 
the transaction of business at a meeting of the Partners. Partners present at a duly held 
meeting at which a quorum was established may continue to conduct business until 
adjournment of the meeting notwithstanding the withdrawal of Partners from the 
meeting so that a quorum is no longer present. 

3.10.6 . Voting. Each Partner of the Partnership shall have 
one vote for each SJareholder Employee of record who is actively engaged in the 
practice of medicine as set forth in Exhibit "A" (referenced .in paragraph 4.1), 
hereinafter referred to as a (Shareholder Employee). All voting rights of a Partner and 
any other actions required of or permitted to be performed by a Partner shall be' 
performed by a designated representative of that Partner (the Partner Representative) 
who shall be a Shareholder Employee. Each Partner shall file with the Management 
Committee thirty (30) days prior to any Partners' meeting, a designation of its Partner 
Representative who shall have the authority of that Partner to vote all of the votes of 
that Partner at any special or annual meeting of the Partnership. Any Shareholder 
Employee of a partner who does not want the Partner Representative to vote his or her 
vote at the annual or special meeting of the Partnership shall either attend the annual or 
special meeting and vote hislher vote in person or designate another Shareholder 
Employee hislher agent for voting purposes at the annual or special. meeting of the 
Partnership. The designation of another Shareholder Employee for voting purposes 
shall be a written proxy to be delivered to the Chainnan of the Management 
Committee prior to any vote at the annual or special meetlng of the Partners. 

3.10.7 Majority Vote. Wherever a majority vote is 
required such action shall be approved by a majority of the total votes cast at any 
annual or special meeting of the Partnership even though the vote in favor of an action 
may be less than the total number of Shareholder Employees which could be eligible 
to vote if all Shareholder Employees were present at the meeting or were represented 
by a Partner Representative at the meeting. Whenever more than a majority vote is 
required as set forth in this Agreement, such acti.Q~hall.b~l1PJ2rQve<;.U2.Y_fu.~Jl~9_~Asary 
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nUmber of votes to be cast at any annual or special meeting of the Partnership for 
which a quorum was present pursuant to Section 3.10.7. 

3.10.8 Adjournments. Any meeting of Partners may be 
adjourned by the vote of the holders of a majority of the votes present at the meeting 
whether or not a quorum was present at the meeting. . 

3.11 Admission: of New Partners. A new Partner may be admitted to 
CareMore Medical Group upon the approval of the Management Committee. Each 
new Partner shall be admitted only if the new Partner shall have executed this 
Agreement or an appropriate supplement in which the new Partner agrees to be bound 
by the terms and provisions of this Agreement and as modified by any supplement. 

3.12 Special Power of Attorney. Each Partner and each Shareholder 
Employee hereby appoints SheldonS. Zinberg, M.D. or any successor Chainnan of the 
Management Corimrittee as limited attorney-in-fact for the purposes of executing any 
:amendments to this document in accordance with Section 14.4 and to execute any 
documents necessary to complete the sale and/or transfer of any Partner's or 
Shareholder Employee's interest in CareMore Medical Group and/or CMMC in the 
event that DCH exerCises its option rights as specified in the CareMore Medical Group 
Option Agreement and the CMMC Option Agreement. 

ARTICLE IV. 

Capital; Profits and Losses 

4.1 CapitaL 

4.1.1 Contributions. CareW~ore Medical Group's initial 
capital shall consist of cash to be contributed by the Partners in the amounts set forth 
next to their respective names in Exhibit A. Each Partner shall purchase a number of 

. Partnership 	 Equity Interests equivalent to the number of shareholders in its 
professional corporation. The purchase price shall be $500.00 per Partnership Equity 
Interest. A Partner's Partnership Equity Interest shall be reduced in the event that the 
number of shareholders in that Partner is reduced. Each Partner's contribution shall be 
paid iil full within ninety (90) days after the execution of this Agreement by the 
Partner. 

4.1.2 Calls for Additional Capital. There shall be no 
additional calls for capital from any Partner. 

i 
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4.1.3 Voluntary Contributions. No Partner may make any 
voluntary contribution of capital to CareMore Medical Group without the consent of 
all the Partners. 

4.1.4 Withdrawals of Capital. No Partner may withdraw 
capital without the consent of the Management Committee or as otherwise provided 
for in this Agreement. 

4.1.5 Interest on Capital Contributions. No Partner shall 
be entitled to receive any interest on his or her capital contribution. If a Partner is 
entitled to repayment of his or her contribution and such ~s not repaid when due, then 
the Partrler shall be entitled to interest on· the contribution not repaid at the rate 
determin'~d from time to time by the Management Committee from the date when 
repayment should have been made to the Partner. 

4.1.6· ··Future . Loans. No Partner. shall lend or advance 
money to or for CareMore Medical Group's benefit without the approval of a majority 
vote of the Management Committee. If any Partner, with the consent of the 
Management Commi.ttee, lends any money to CareMore Medical Group in addition to 
his. or her contributiDn to its capital, the loan shall be a debt of CareMore Medical 
Group to that Partner and shall bear interest at the rate determined from time to time 
by the Management Committee. The liability shall not he ·regarded as an increase in 
the lending Partner's capital and it shall not entitle the lending Partner to any increased 
share of CareMore Medical Group's profits or an increase in the voting rights. 

4.2 Profits and Losses. 

4.2.1 Determination of Profit and Loss. CareMore 
Medical Group's net profit or net loss for each fiscal year shall be determined as soon 
as practicable after the close of that fiscal year in accordance with the accounting 
principles employed in the preparation of the federal income tax return filed for that 
year by CareMore Medical Group. The Management Committee shall have the sole 
and exclusive authority to determine the amount to be distributed to the Partners as 
well as the tiIIie of such distributions, taking into account, without limitation working 
capital needs of the Partnership. 

(a) "Profit" and "Loss" shall mean the difference between the 
total fees collected by CareMore Medical Group minus all expenses of the Partnership. 

(b) "Operating Income" shall mean ninety percent (90%) of a 
Partner's gross collected fees less the Partner's direct and allocable expenses as set 
forth in Sections 5.6.1, 5.6.2 and 5.6.3 hereof. 

\ 
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(c) liNonrecourse Deductions II has the meaning set forth in 
Section 1.704-2(b )(1) of the Regulations. 

(d) "Nonrecourse Liability" has the meamng set forth In 

Section 1.704-2(b )(3) of the Regulations. 

(e) "Partner Nonrecourse Debt" has the meaning set forth in 
Section 1.704-2(b)( 4) of the Regulations. 

(f) "Partner Nomecourse Debt Minimum Gain" means an 
amount, with respect to each Partner Nonrecourse Debt, equal to the Partnership 
Minimum Gain that would result if such Partner Nonrecourse Debt were treated as a 
NonrecoUrse Liability, deterinined in accordance with Section 1.704-2(i)(3) of the 
Regulations. 

(g) IIPartner Nomecourse Deductionsuhas the meaning set 
forth in Sections 1.704-2(i)(I) and 1.704-2(i)(2) of the Regulations. 

(h) "Partnership Minimum Gain" has the meaning set forth in 
Regulation Sections 1. 704-2(b )(2) and 1.704-2(d). 

(i) "Regulations" means the income tax regulations (including . . 

temporary regulations), promulgated pursuant to the Internal Revenue Code, as such 
regulations may be amended from time to time (including corresponding provisions of 
succeeding regulations). 

4.2.2 Allocation of Profits. Piller first giving effect to the 
Spe~ia1 Allocations set forth in Sections 4.3 and 4:4 hereof, Profits shall be allocated 
among the Partners in the following order of priority: 

(a) First, among the Partners in the same proportion that they 
have received distributions pursuant to Section 5.10 lmtil the aggregate amount 
allocated pursuant to this Section 4.2.2(a) for such fiscal year and all prior fiscal years 
is equal to the aggregate profit realized by the CareMore Medical Group upon the sale 
of its assets as contemplated in Section 5.10; 

(b) Second, among the Partners in the same proportion that 
they have received distributions pursuant to Section 5.7 until the aggregate amount 
allocated pursuant to this Section 4.2.2(b) for sUGh fiscal year and all prior fiscal years 
is equal to the aggregate risk fund profits distributed in accordance with Section 5.7; 

(c) Third, among the Partners in the same proportion that they 
have received distributions pursuant to the last sentence of the flISt paragraph of 
Section 5.6 until the aggregate amount allocated ..pmsuanttQ~.lhiLSegtion 4.21[s1 for 
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such fiscal year and all prior fiscal years is equal to the aggregate amount distributed 
pursuant to such sentence of Section 5.6; 

(d) Fourth, among the Partners in the same proportion that 
they have received distributions pursuant to the terms of' Se~tion 5.5(d) until the . 
aggregate amount allocated pursuant to this Section 4.2.2( d) for such fiscal year and 
all prior fiscal years is equal to the aggregate amount distributed pursuant. to 
Section 5.5(d); and 

(e) The balance, if any, to each Partner in the same proportion 
that its total Partnership Equity Interest bears to the total Partnership Equity Interests 
held by all Partners. 

4.2.3 Allocation of Losses. After giving effect to the 
Special Allocation set forth in Sections 4.3 and 4.4 hereof,. Losses shall be allocated to 
each Partner in the same proportion that its Operating Income bears to the Operating 
Income of all Partners for the twelve (12) month period immediately preceding the end 
of the current fiscal year or for the number of months during which the Partner has 
been a Partner, whichever is less. 

4.3 "Special Allocations. The following special allocations shall be 
made in the following order: 

4.3.1 Minimum Gain Chargeback Except as otherwise 
provided in Section L 704-2(f) of the Regulations, notwithstanding any other provision 
of this Article IV, if there is a net decrease in Partnership Minimum Gain during any 
Partp.ership fiscal year, each Partner shall be specially allocated items of Partnership 
income and gain for such fiscal year (and, if necessary, subsequent fiscal years) in an 
amount equal to such Partner's share of the net decrease in Partnership Minimum Gain, 
determined in accordance with Regulations Section 1.704-2(g). Allocations pursuant 
to the previous sentence shall be made in proportion to the representative amounts 
required to be allocated to each Partner pursuant thereto. The items to be so allocated 
shall be determined in accordance with Sections 1.704-2(£)(6) and 1.704-2(j)(2) of the 
Regulations. This Section 4.3.1 is intended to comply with the minimum gain 
chargeback requirement in such Section of the Regulations and shall be interpreted 
consistently therewith. 

4.3.2 Partner Minimum Gain Chargeback Except as 
otherwise provided in Section 1. 704-2(i)( 4) of the Regulations, notwithstanding any 
other provision of this Article IV, if there is a net decrease in Partner Nonrecourse 
Debt Minimum Gain attributable to a Partner Nonrecourse Debt during any 
Partnership fiscal year, each Partner who has a share' of the Partner Nonrecourse Debt 
Minimum Gain attributable to such Partner Nonrecourse Debt, determined in 
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accordance with Section 1.704-2(i)(5), shall be specially allocated items of Partnership 
income and gain for such fiscal year (and, if necessary, subsequent fiscal years) in an 
amourit equal to such Partner's share of the net decrease in Partner Nonrecourse Debt 
Minimum Gain attributable to such Partner Nonrecourse Debt, determined in 
accordance with Regulations Section 1.704-2(i)(4). Allocations pursuant to the 
previous sentence shall be made in proportion to the respective amounts required to be 
allocated to each Partner pursuant thereto. ·The items to be so allocated shall be 
determined in accordance with Sections 1.704-2(i)(4) and 1. 704-2(j)(2) of the 
Regulations. This Section 4.3.2 is intended to comply with the minimum gain 
charge back requirement in such Section of the Regulations and shall be interpreted 
consistently therewith. 

. 4.3.3 Code Section 754 Adjustment. To the extent an 
adjustment· to· the adjusted tax basis of any Partnership asset pursml11t. to Cqde 
Section 734(b) or Code Section 743(b) is required, pursuant to Regulations Section 
1.704-1(b)(2)(iv)(m)(2) or Regulations Section 1.704-1(b)(2)(iv)(m)(4), to be taken 
into account in determining Capital Accounts as a result of a distribution to a Partner 
in complete liquidation of his interest, the amount of such adjustment to the Capital 
Accounts shall be treated as an item of gain (if the adjustment increases the basis of 
the asset) or loss (if the adjustment decreases such basis) and such gain or loss shall be 
specifically allocated to the Partners in _accordance with their interests in the 
Partnership in the event Regulations Section 1.704-1(b)(2)(iv)(m)(2) applies, or to the 
Partners to whom such distribution was made in the' event that Regulations Section 
1.704-1(b )(2)(iv)(m)( 4) applies. 	 . 

4.3.4 Nonrecourse Deductions. Nonrecourse Deductions 
for 'any fiscal year or other period shall be specially allocated to each Partner in the 
same proportion that such Partner's total Partnership Equity Interests bears to the total . 
of Partnership Equity Interests held by all Partners. 

4.3.5 Partner Nonrecourse Deductions. Any Partner 
Nonrecourse Deductions for any fiscal year or other period shall be specially allocated 
to the Partner who bears the economic risk of loss with respect to the Partner 
Nonrecourse Debt to which such Partner Nomecourse Deductions are attributable in 
accordance with Regulations Section 1.704-1T(b)(4)(iv)(h). 

4.4 Curative Allocations. The allocations set forth in Sections 4.3.1, 
4.3.2, 4.3.3, 4.3.4 and 4.3.5 hereof (the "Regulatory Allocations") are intended to 
comply with certain requirements of the Regulations. It is the intent of the Partners 
that, to the extent possible, all Regulatory Allocations shall be offset either with other 
Regulatory Allocations or with special allocations of other items of Partnership 
income, gall, loss, or deduction pursuant to this Section 4.4. Therefore, 
notwithstanding any other provision of this Article IV (other than the Regulatory - •... -", .., ....• " "-"'--._--, 	 .. 
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Allocations), the Partners shall make such offsetting special allocations of Partnership 
income, gain, loss, or deduction in whatever manner they determine appropriate so 
that, after such offsetting allocations are made, each Partner's Capital Account balance 
is, to the extent possible, equal to the Capital Account balance such Partner would 
have had if the Regulatory Allocations were not prut of the Agreement and all 
Partnership items were allocated pursuant to Sections 4.2.3 and 4.2.4. In exercising 
their discretion under this Section 4.4, the Partners shall take into account future 
Regulatory Allocations under Sections 4.3.1 'and 4.3.2 that, although not yet made, are 
likely to offset Regulatory Allocations made under Sections 4.3.4 and 4.3. 

4.5 Other Allocation Rules. 

4.5.1 The Partners are aware of the income tax 
consequences of the allocations made by this Article IV and hereby agree to be bound 
by!the provisions of this Article IV in reporting their shares of Partnership income and 
loss for income tax purposes. 

. 4.5.2 For purposes of determining the Profits, Losses, or 
any other items allocable to any period, Profits, Losses, and any such other items shall 
be determined on a Qaily, monthly, or other basis, as determined by the Partners using 
any permissible method under Code section 706 and the Regulations thereunder. 

4.53 Solely for purposes of determining a Partner's 
proportionate share of the "excess nonrecourse liabilities" of the Partnership within the 

. meaning 	of Regulations Section 1. 752-3(a)(3), the Partner's interests in Partnership 
profits are in the same proportion that such Partner's Operating Income bears to the 
Operating Income of all Partners. 

'. 

4.5.4 To the extent permitted by Section 1.704-2(h)(3) of 
the Regulations, the Partners shall endeavor not to treat distributions of cash as having 
been made from the proceeds of a Nonrecourse Liability or a Partner Nonrecourse 
Debt. 

ARTICLE V. 

Plofessional Services Contract and Compensation. 

5.1 Service Contract. Each Partner and each Shareholder Employee 
thereof hereby contracts to render medical service to patients of CareMore Medical 
Group in any location where Care.More Medical Group provides medical care for so 
long as such Partner remains a Partner of CareMore Medical Group subject to the 
terms and provisions of this Agreement. Such contract will hereinafter be referred to 
as the Professional Services Contract. ...._ ....

"' ......... -, 1
WORD-lA\lBl\70240848.1 	 I-15-	 . ~. 
~. . ~ ; ; 

; 1 EXHIBIT: '.. 
121200 

PAGE_ [y ~F 
OD 



5.2 Commencement of the Professional Services Contract. Subject to 
the provisions for termination of this Agreement, the tenn of the Professional Services 
Contract shall commence on the date the Partner becomes a Partner in CareMore 
Medical Group and shall continue and be automatically renewed each year on the 
anniversary of this Agreement. If a Partner employs more than one Shareholder 
Employee then the terms of Articles VI and VII shall apply to each Shareholder 
Employee to the extent set forth herein. Exhibit A sets forth the complete list of the 
Shareholder Employees' of each Partner when the Partner joins CareMore Medical 
Group. No Partner can add any additional Shareholder Employees not set forth in 
Exhibit A without out the express written consent of a majority of the Management . 
Committee. The Management Committee can withhold its consent for a Partner's 
additional Shareholder Employee for any reason whatsoever or for no reason at all. 

5.3 Tracking of Income. Each Partner shall be a separate profit/loss 
center and all of the income and expenses shall be accounted separate from any other . 
Partner: Each Partner shall be assigned a separate accou:'1t number for the purposes of 
accounting for all of its income, expenses and distributions to the Partner. 

5.4 Billing and Collections. CMMC shall provide accounting and 
billing for the Partll€sfship with respect to each Partner. The accounting services shall 
be provided by the Central Billing Center. The Central Billing Center shall be staffed 
by billing, bookkeeping and accounting personnel who will be responsible to account 
for all of the income paid to each Partner and which will then pay all of the direct and 
allocable expenses which are attributable to the Partner and will distribute profits, if 
any, to the Partner. During the first year of operation as a Partner each Partner may 
elect to be included in the Central Billing Center for the purpose of billing and 
collecting professional fees or the Partner may elect to perform its own billing and 
collection of professional fees. If the individual Partner elects to perform its own 
billing and collections, all income .shall still be paid to the Central Billing Center upon' 
receipt of the professional fees by the Partner. On or before the first anniversary date 
of the execution of this Agreement by the Partner, each Partner shall be required to 
have the Central Billing Center perform all business functions that the Central Billing 
Center provides for the Partnership with respect to each of the individual Partners. 
The Centra:! Billing Center shall be responsible to pay all of the Direct and Allocable 
Expenses for each Partner. 

5.5 Base Distributions.. The distribution to each Partner of all 
collected income by the Central Billing Center for that Partner shall be paid semi
monthly on or before the fifteenth (15th) and thirtieth (30th) of each month and the 
priority of payments shall be as follows: 

5.5.1 All Direct Expenses shall be paid in full; 
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5.5.2 All Allocable Expenses shall be paid in full; 

5.5.3 Ten percent (10%) of the remaining account balance 
shall be paid to CareMore Medical Group to cover administrative expenses such as 
utilization review, quality assurance, and practice acquisition with the remainder to be 
redistributed as incentive compensation; 

5.5.4 The remaining account balance shall be paid to the 
> Partner. 

5.6 CareMore's Operatmg Expenses. The amount of money that is 
paid to CareMore Medical Group by each of the individual Partners shall be identified 
as the CiireMore Operating Account (Section 5.5.3). At the end of the Fiscal year for 
the Partnership, full and complete non audited accounting statements shall be provided 
to each Partner by the Management Committee. In the event that there remains any 
money in the CareMore Operating AccoUnt, then' the Management Committee shall 
have the sole and exclusive right to distribute any of the money to any of the Partners 
as incentive compensation. The incentive compensation may be distributed in an 
unequal manner to ~y ofthe Partners. 

5.6.1 Expenses. The Management Committee in its sole 
and absolute discretion shall determine the classificatlon of Direct arid Allocable 
Expenses and the formulas for allocating the Allocable Expenses. 

5.6.2 Direct Expense. Direct Expenses shall include but 
not be limited to the following expenses which can be directly attributable to a Partner 
in the provision of medical services: office rent, paraprofessional and administrative 
persorihel reasonably -necessary for the efficient operation of the Partner's office, 
Workers' Compensation insurance coverage and expense for such personnel, 
Malpractice insurance expense for each Partner's Shareholder Employees as specified 
by the Management Committee, employee fringe benefits such as life insurance, 
disability insurance, health insurance and qualified pension plan benefits,. any medical 
supplies used by the Partner, medical equipment used or required by the Partner and 
salaries and other employment related ben~fits related to CareMore Medical Group 
employee physicians and physician assistants utilized by the Partner. 

5.6.3 Allocable Expenses. Allocable Expenses shall 
mean all expenses which are not Direct Expenses or which cannot readily be allocated 
as Direct Expenses. 

5.7 Risk Fund Profits. It is anticipated that CareMore Medical Group 
will have profits from remaining risk funds established during its performance of pre
paid managed health care plans. To the extent that any such risk fund profits exists the 
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Management Committee shall determine the method, manner and timing of such 
distributions taking into account the number of prepaid enrollees that a Partner has and 
the amount of that Partner's hospital utilization. The distribution of the incentive 
compensation may be distributed in an unequal manner to any oithe Partners ,and will 
be distributed at the sole and exclusive discretion of the Management Committee. 

5.8 Distributions to Shareholder Employees. CareMore Medical 
Group shall distribute all monies pursuant to this Agreement to the Partners which in 
turn shall be responsible to make distributions to the respective Shareholders 
Employees of the Partner. 

5.9' Turnkey Services Fees. CareMore Medical Group shall enter into 
a long term management services agreement with CMMC (the TUJ:Tlkey Services 
Agreement). Pursuant to the terms of the Turnkey Service Agreementi CMMC shall 
provide to CareMore Medical Group all such administrative and paraprofessional 
personnel, all items of furniture, fixtures, office equipment and state-of-the-art medical 
equipment reasonably necessary for each Partner's efficient operation of its office. 
CMMC shall maintain said items in good repair, condition and working order and shall 
furnish any and all s~rvices, parts, mechanisms, and devices required to do so. CMMC 
shall be paid a fee which shall be a percentage of the total collected fees of CareMore 

. Medical Group (Overhead Contract Rate). The Overhead Contract Rate shall not 
exceed forty-nine percent (49%) during the first year of the Turnkey Services 
Agreement with CMMC. If the actual direct costs of Ca:reMore Medical Group (as 
determined by the Management Committee) of CareMore Medical Group exceeds the 
Overhead Contract Rate the difference shall be distributed to all Partners on a pro rata 
basis expressed as the percentage that individual Partner's Direct Expenses bears to the 

. total :Oirect Expenses of CareMore Medical Group. 

5.10 Proceeds From Sale of Assets. If any of the assets of CareMore 
Medical Group are sold to Downey Community Hospital (DCB) pursuant to the 
exercise of the option to purchase CareMore Medical Group's assets after five (5) 
years from the formation of CareMore Medical Group or to any other third party if 
DeH's option expires, then the Partners shall receive their Pro rata Share from the 
proceeds from the sale of such assets. Included in the assets to be sold shall be all 
tangible and intangible assets carried on CareMore Medical Group's books or in the 
mime of CareMore Medical Group including its goodwill, its books, records, files, its 
interests under leases, licenses, or franchises, the right to bill and collect for services 
rendered by persons who are Partners or employees of CareMore Medicar" Group and 
its interests in and expectations from engagements for patients. 

5.10.1 Pro rata Share. For purposes of Article V Pro rata 
Share means, with respect to each Partner, the five year weighted average of the 
Partners' Operating Income in proportion to th~.ii~0} ye~~ weigh~~~rag~_o(the 
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Operating Income for CareMore Medical Group, multiplied by the net proceeds from 
the sale of CareMore Medical Group's assets. The five (5) year weighted average shall 
use the five (5) year period prior to the sale of CareMore Medical Group's assets 
giving greater weight to the more recent years earnings as follows: 

5th year == 30% of the Partners annual Operating 
Income from 5th year;(most recent) 

., 

4th year == 25% of the 
Income from 4th year; 

Partners annual Operating 

3rd year == 20% of the 
Income from 3rd year; 

Partners annual Operating 

2nd year == 15% of the 
Income from 2nd year; and, 

Partners annual Operating 

1 st year = 10% of the 
Income from the 1st year. 

Partners annual Operating 

100% 

The weighted average to compute CareMore Medical Group's five (5) 
year weighted average shall be computed in the same manner. 

The following example, for purposes of illustration only, assumes: 

(1) During 1999 DCB has elected to exercise its option 
to purchase CareMore Medical Group's assets; 

(2) That the net proceeds from the sale of assets to 
DCH were $12,000,000.00; 

(3) That five (5) year weighted average of CareMore 
Medical Group's Operating Income was $6,000,000.00; 
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(4) That the following represented the data necessary to 
compute the Partner's five (5) year weighted average Operating Income: 

Year Percent Partner's Annual Operating Income Amount 

1998 30% $300,000.00 $90,000.00 

1997 25% $275,000.00 $68,750.00 

1996 20%· $250,000.00 $50,000.00 

1995 15% $200,000.00 $30,000.00 

1994 10% $150,000.00 $15,000.00 

100% $253;750.00 

The Partners five (5) year weighted average Operating Income is 
$253,750.00. Had a simple unweighted average been used the average profit would be 
$235,000.00. . 

.
To calculate the Pro rata share for this Partner as a percentage; the 

Partner's five (5) year weighted average Operating Income is the numerator of a 
fraction in which the denominator is the five (5) year weighted average of CareMore 
Medical Group's Operating Income: . 

253,750.00 = .0422916 = 4.23% 

6,000,000.00 

This Partner's portion of the net proceeds from the sale of CareMore 
Medical Group's assets would be 4.23% of $12,000,000.00 which is $507,600.00 

ARTICLE VI. 

Termination and Removal 

6.1 Automatic Termination of the Professional Services Contract. 
Unless the CareMore Medical Group Management Committee shall determine 
otherwise, the CareMore Medical Group Professional Services Contract shall 
terminate with respect to a particular Partner upon the suspension or revocation of any 
professional license of that Partner or of any of its Shareholder Employees by action of 
a duly constituted licensing authority or the death, disability, termination of 
employment or the seventy-fifth (75th) birthday of the last remaining Shareholder 
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Employee of the Partner. A Partner may avert its termination in the Partnership by 
terminating the noncomplying Shareholder Employee. 

6.2 Additional Grounds for Termination of the CareMore Medical 
Group Professional Services Contract. The CareMore Medical Group Professional 
, Services' Contract with a particular Partner may be terminated for any of the following 
reasons or for any other reasons the Management Committee deems to justify such 
action: 

6.2.1' Commencement of a disciplinary proceeding 
against the Terminating Partner or any of its Shareholder Employees by any 
professional authority. 

6.2.2 The expulsion of that Partner or any of its 
Shareholder Employees from any professional association for breach of professional 
ethics 'or other unprofessio~al conduct. 

6.2.3 The breach of professional ethics by that Partner or 
any of its Shareholder Employees. after request by the Management Committee to 
cease and desist 

6.2.4 The COIllffilSSlQn by that Partner or any of its 
Shareholder Employees of any criminal act resulting in a felony conviction or an act 
involving moral turpitude or an act which' may injure the reputation of CareMore 
Medical Group and its practice. 

6.2.5 The inability of that Partner or any of its 
" Shareholder Employees for any reason to competently render the services 

contemplated by tllls Agreement, including but not limited to, extended physical 
disability of any of that Partner's Shareholder Employees. 

6.2.6 The continued practice of medicine by that Partner 
or any of its Shareholder Employees reflecting careless, irresponsible, incompetent or 
negligent medical care which endangers patients and/or risks for CareMore Medical 
Group, including continued failure to practice in accordance with the standard of care 
in the community and/or continued failure to practice or maintain medical records in 
accordance with established standards of CareMore Medical Group, after the request 
by the Management Committee to take corrective action. 

6.2.7 The breach by that Parmer or any of its Shareholder 
Employees of any of the terms and conditions of this Agreement or any other matter 
adopted by the Partners or the CareMore Medical Group Management Committee. In 
the event that a Shareholder Employee shall commit any act considered by the 
Management Committee to be a substantial breach.-ef--anY-0f-tb:e-promtqnsottais 
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Agreement, CareMore Medical Group shall give such Partner written notice by 
registered mail of such breach. If the breach shall not be cured within ten (10) 
working days of such notice, then the Professional Service Contract may be terminated 
according to the terms of this Agreement. 

6.3 Procedure for Termination by Management Committee. 
CareMore Medical Group acting through the Management Committee may at any time 
terminate any Partner's Professional Services Contract at a meeting of the Management 
Committee specially called for that purpose only. 

6.3.1 A meeting of the Management Committe.e shall be 
specially called by its Chairman for the purpose of considering the termination of the 
CareMor'e Medical Group Professional Services Contract with a specific Partner. The 
meeting shall be called by service of written notice upon the members of the 
Management Committee and the affected Partner at least ten (10) days prior to said 
meeting (by registered' mail to the affected Partner) and shall state the purpose, date, 
place and time of such I!leeting. 

. 6.3.2 At such meeting and prior to the taking of any vote 
regarding termination of the Professional Services Contract as to such a Partner, 
officers of that Partner shall be given an oral statement of the reasons for the, proposed 
termination. The Management Committee may, but is not required to call Shareholder 
Employees or witnesses to give testimony or opinions regarding the proposed 
termination. Such Shareholder Employees or witnesses cannot be compelled to give 
any testimony or statements. Thereafter the Partner's officers shall be entitled to state 
their contentions regarding the alleged grounds . for termination and to call any 
Share4plder Employee or witness to give testimony on their behalf. The expression of 
opinion by any Partner, Shareholder Employee or member of the Management 
Committee shall in no way obligate the Management Committee to vote for or against 
the proposed termination. 

6.3.3 In the event that the Partner for whom the 
termination is proposed fails to attend such meeting, such Partner shall be deemed to 
waive any right to be heard and to have consented to the actions of the Management 
Committee, 

6.3,4 Such meeting shall be closed to all persons except 
members of the Management Committee, its legal and/or administrative 
representatives, Shareholder Employees of the Terminating Partner, its legal and/or 
administrative representatives and any other Shareholder Employees or other 
witnesses called to testify by either the Management Committee or the Tenninating 
Partner. Such proceedings shall remain confidential and all Management Committee 
Members, Partners and Shareholder Employees hereby expressly that statements 
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made during such meetings are privileged and cannot be the basis for a cause of action 
for defamation, slander, libel, wrongful termination; breach of contract, breach· of 
Partnership, fraud, negligent misrepresentation and/or breach of the covenant of good 
faith and fair dealing and each further waives the provisions of California Civil Code 
section 43. 

6.3.5 The members of the Management Committee shall 
vote by secret written ballot after a quorum has been established, No proxies shall be 
accepted for voting, notwithstanding any provision to the contrary in this Agreement 
or pursuant to law. A three-fourth (3/4) majority vote of the Management Committee 
present shall be required for tennination. Within five (5) days after the decision 
concerning termination or non tennination, ,written notice of the termination or non 
termination shall be served upon the Partner. The notice shall be by registered or 
certified United States mail to the Partner. A written statement of faCts or reasons for 
termination or non tennination' need not be given in the notice to the Partner. 

6.3.6 A Partner may avert a termination of the 
Professional Services Contract by terminating the Shareholder Employee who was the 
subject of the hearing within five (5) days of the receipt of the notice of the 
termination of the P~rt:D.er by CareMore Medical Group. The notice by the Partner of 
the termination of the Shareholder Employee shall be by registered or certified United 
States mail to CareMore Medical Group. 

6.4 Compliance with Health Care Quality Improvement Act. In any 
instance where the removal or tennination of a Partner or Shareholder Employee is for 
a "Medical disciplinary cause or reason" as that tenn is defmed in the California 
Business & Professions Code section 80S(B)(6) then the Management Committee shall 
adhere' to the requirements of the California Business & Professions Code 
sections 805, and 809 through 809.9 and any related statutes. 

6.4.1 Procedure.. If a hearing is requested pursuant to 
California Business & Professions Code section 809.2, the parties agree that the trier 
of fact at such a hearing shall be a four (4) member panel comprised of three (3) 
physician arbitrators and one (1) non-voting presiding hearing officer. The presiding 
hearing officer shall be a retired California Superior Court Judge who shall have all the 
authorities granted under Califomia Business & Professions Code section 809.2. In 
instances where the Partner or Shareholder Employee in question is a specialist then 
the physician arbitrators must also be of that same specialty unless otherwise agreed to 
by the Management Committee and the Partner or Shareholder Employee. 

6.4.2 Selection, Physician arbitrators must be selected 
from the American Arbitration Association of Los Angeles. The Management 
Committee of CareMore Medical Group shall select the presiding officer. If the 

WORD-LAILBLl7024{)848.J -23 i ~ . .-------------~_7.?r--- ',.' --. : 
• EXHI8IT:Ft1iO!7~ 

PAGE JJ- OF =tk 0; ]'A • 

; ; 
, --, ; 

121200 

http:P~rt:D.er


parties cannot agree on the three (3) physician arbitrators, then the Management 
Committee of CareMore Medical Group and the affected Shareholder Employee or 
Partner shall each select one (1) arbitrator and the presiding officer shall select the 

, fmal arbitrator. 

6.4.3 Costs. The costs of the hearing shall be borne 
equally between the parties. 

6.4.4 No Right of Internal Appeal. Notwithstanding any , 
provision of California Business & Profession Code section 809.4, the decision of the 
arbitration panel shall be binding upon the parties and no internal appeal rights shall 
apply. 

6.5 Removal From Partnership. A Partner shall be removed from 
CareMore Medical Group upon the termination of the Professional Service Contract of 
the Partner for any reason. If the removal is for any reason other than death, disability 
or retirement, CareMore Medical Group shall distribute all amounts then owed under 
Article V,the balance in such Partner's capital account plus any Undistributed profits 
as defined in Article ~V to the Partner being terminated. This shall be the selling price 
of that Partner's Parmership Interest. If a Shareholder Employee of a multi-shareholder 
Partner is terminated by the Partner, the Professional Service Contract of that Partner 
shall not terminate, and only that share of the Partner's capital account equal to the 
fraction, the denominator of which shall be the number of Shareholder Employees and 
the numerator of which shall be the number of terminating Shareholder Employees on 
the day before such termination, shall be distributed. Any deficiencies in the Partner's 
capital account shall be promptly repaid to CareMore Medical Group by the Partner. 
Upon ,termination of the Professional Service Contract for the Partner neither the 
Partner nor any of its assigns, successors, and personal representatives shall have any 
further right nor interest as a Partner in CareMore Medical Group subsequent to the 
date of such termination, other than the right as a creditor to receive amounts 
specifically provided for herein. All sums owed under this Section shall be paid 
immediately upon the termination of the Professional Service Contract. 

') 

6.6 Asset Repurchase Obligation. Upon the removal of a Partner, the 
Terminating Partner or Shareholder Employee, at the option of CareMore Medical 
Group shall eit.~er: (i) assign any and all rights for amounts due under a promissory 
note from CMMC for the purchase of those assets it sold to CMMC concurrent with 
becoming a CareMore Medical Group Partner in exchange for CareMore Medical 
Group paying the balance due on said note within fifteen (15) days; or (ii) the Partner 
shall refund all monies paid to the Partner for the purchase of said assets and execute a 
release of the note in exchange for the return of all assets or reasonable substitutes of 
like assets as agreed to between the parties. 

.."._--_. \' 
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6.7 No Other Pavments to Be Made. Other than the amounts 
specifically provided for in Articles, Article V, VI or VII, no additional payments shall 
be made to a Terminating Partner, Terminating Shareholder Employee nor any of their 
representatives for their Partnership interest, including goodwilL 

6.8 Release From Restrictive Covenants. Terminating Partners or 
Shareholder Employees removed from CareMore Medical Group shall be released 

. from any restrictive covenants 	of this Agreement but shall not be released from the 
provisions of Section 6.10. 

6.9 Retention of Patients. Upon termination, the Terminating Partner 
, or Tenrilpating Shareholder Employee shall provide to CareMore Medical Group, at 

the expense of either the Terminating Partner or the Terminating Shareholder 
Employee, a complete and legible copy of every patient chart and medical records for 
which the Terminating Partner or the Terminating Shareholder Bmployee provided 
medical care while associated with CareMore Medical Group. Thereafter the 

. Terminating Partner and! or the Terminating Shareholder Employee shall retain all of 
the patient charts and medical records which said Partner or Shareholder Employee 
had control of upon becoming a member in CareMore Medical Group, including any 
new 'pre-paid health· plan patients for which the Partner or Shareholder Employee 
provided medical services under that health plan prior to becoming a Partner through 
either a direct contract with that health plan or subcontract with an entity other than 
CareMore Medical Group or any of its Partners or affiliates. 

6.10 Prohibition Against Solicitation and Conversion. A Terminating 
Partner or Terminating Shareholder Employee shall be prohibited from soliciting any 
of tareMore Medical Group's patients other than those specifically identified by 
Section 6.9. If a Terminating Partner or Terminating Shareholder Employee converts 
any prepaid CareMore Medical Group patients not allowed pursuant to Section 6.9 
either directly or through any type of subcontract relationship of which said Partner or 
Shareholder Employee is a party then CareMore Medical Group shall receive 
compensation from said Partner or Shareholder Employee. The amount of 
compensation shall be five dollars ($5.00) per patient per month for a period of twenty 
four (24) months for pre-paid commercial and twenty dollars ($20) per patient per 
month for twenty-four (24) months for pre-paid Medicare and Medi-Cal patients. The 
compensation shall be paid monthly by the fifth (5th) day of each month and shall 
continue for the period set forth above or until that patient is re-emolled under a pre
paid plan with CareMore Medical Group, whichever is sooner. 

6.11 Cooperation After Termination. A terminated Partner and/or its 
Shareholder Employees shall provide CareMore Medical Group and/or its 
representatives reasonable access to its books and records to ensure compliance with 
the provisions of Section 6.10. The inspection andphotQ.£Qp.Ymg_~hall be at CareMore 
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Medical Group's expense. Such access shall be given during ordinary business hours 
at the place of business of the terminated Partner or Shareholder Employee unless the 
parties otherwise agree. Furthermore, each terminated Partner and Shareholder 
Employee shall be required to reasonably cooperate with CareMore Medical Group in 
the resolution of third party disputes which may arise and are related to their provision 
of medical service while a Partner or Shareholder Employee. The cooperation 
required under this Section includes but is not limited to providing factual information 
to CareMore Medical Group and giving depositions and testimony in judicial and 
administrative proceedings. lQ.sofar as such cooperation of that terrn.iIiated Partner or 
Shareholder Employee is reasonably required by CareMore Medical Group, that 
Partner and/or Shareholder Employee agrees to. cooperate in every reasonable manner 
without ap.y charge for out-of-pocket expenses incurred in connection therewith. 

6.12 Continuation of Partnership. The Partnership shall not dissolve or 
terminate on any Partner's or Shareholder Employee's death, permanent physical or 
mental disability or retirement, removal or withdrawal from the Partnership, but its 
business shall continue without interruption and without any break in continuity. On 
the death, disability, retirement, removal Or withdrawal from the Partnership of any 
Partner, the others shall not liquidate or wind up the affairs of the Partnership, except 
as otherwise provided under the terms of this Agreement. 

ARTICLE VII. 

Retirement, Death and Disability 

7.1 Retirement. A Partner or a Shareholder Employee may retire or 
withdxaw any time after becoming a Partner in CareMore Medical Group by giving at 
least ninety (90) days written notice of intended retirement to the Management 
Committee. 

7.2 Obligation to Sell and Purchase in Single Employee Shareholder 
Partner. A retiring Shareholder Employee in a single shareholder Partner shall be 
required to sell hislher interest in the Partner's professional corporation and CareMore 
Medical Group shall be obligated to purchase that interest based on the retirement 
purchase price as set forth in Sections 7.4 and 7.5 and subject to the provisions of 
Section 7.6. 

7.3 Obligation to Sell and Purchase in Multi-Emplovee Shareholder 
Partner. In the case of a multi-Shareholder Employee Partner, the retiring Shareholder 
Employee shall have hislher interest redeemed by the Partner in which helshe was a 
Shareholder Employee pursuant to a Shareholder Buy-Sale Agreement approved by 
the Management Committee acting in its sole and exclusive authority. The Buy-Sale 
Agreement shall provide that the purchase price shall be the price determined in 
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accordance with Article VII of the Partnership Agreement of CareMore Medical 
Group and shall provide that the portion of the purchase price reflecting the fair mar~et 
value of the retiring Shareholder Employee's interest in the Partner (determined in 
accordance with Section 7.4 and 7.5 and subject to the provisions of Section 7.6 
hereof) shall bean obligation of the Partner. 

7.4 Valuation of Interest Upon retirement of a Partner's Shareholder 
Employee, and subject to the provisions of Section 7.6.2. his or her interest in, that 
Partner's professional corporation shall be valued at the expense of CareMore Medical 
Group by either Evaluation Counselors Inc., or a similarly qualified and experienced 
independent certified appraiser as approved by the Management Committee. The 
Shareholder Employee's interest in the Partner's professional corporation shall be 
limited to the Jair market value as determined by the capitalization of excess earnings 
of the Shareholder Employee. as if the interest in question was a separate medical 
practice and shall not require a valuation of CareMore Medi~al Group as, a whole. The 
appraised valuation shall be the Retirement Purchase Price. If the retiring Partner or 
Shareholder Employee disagrees with the Retirement Purchase Price they can' elect 
within fifteen (15) days after receipt of the notice of the Retirement Purchase Price to 
have a second (2nd) valuation by a certified independent appraiser as approved by the 
Management Comrriittee. The cost of th~ second (2nd) valuation shall be borne 
equally by the Partner and CareMore Medical Group. The Retirement Pu!chase Price 
shall then be the average of the two valuations. If the second appraisal (requested by 
the Shareholder Employee) is more than twenty percent (20%) higher than the first 
(obtained and paid for by CareMore Medical Group), a third ,!-ppraisal shall be 
obtained unless the parties agree to a valuation equal to the average of the first' two 
appI;aisals (or some other price). The third appraiser shall be selected by the first two 
appraisers with the cost for the third appraiser to be borne equally between the parties. 
The Retirement Purchase Price shall then be established by averaging the three (3) 
appraisals for the fair market value and taking an average thereof which shall then the 
Retirement Purchase Price. The Retirement Purchase Price determined by the 
appraiser(s) shall be conclusive and binding on the retiring Partner or Shareholder 
Employee and CareMare Medical Group. 

7.5 Minimum Retirement Purchase Price. Ninety (90) days after the 
third anniversary of becoming a Partner (the Effective Date far that Partner) in 
CareMare Medical. Group, that Partner shall be eligible to receive a Minimum 
Retirement Purchase Price paid to the Partner for its retiring Shareholder Employee's 
interest in the Partner's professional corporation. This Minimum Retirement Purchase 
Price for early retirement or withdrawal shall, at the option of the Shareholder 
Employee, be paid in lieu of the Retirement Purchase Price as determined in 
Section 7.4. The Minimum Retiremeht Purchase Price shall be equal to seventy 
percent (70%) of the Partner's retiring Shareholder Employee's net distributions earned 
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as a result of medical fees paid by CareMore Medical Group to the Partner and then 
distributed to the Shareholder Employee for the proceeding twelve (12) months. For 
purposes of this Section net distributions shall include any compensation, profit or 
bonuses that were paid. In the event the Shareholder Employee in a multi-Shareholder 
Employee Partner elects a valuation pursuant to this Section and the valuation is 
greater than the amount establish~d by Section 7.4 then the 'difference between the 
amount to be paid pursuant to this Section and Section 7.4 shall be paid by CareMore" 
Medical Group to the Partner, which in turn shall then use the amount to pay the 
Shareholder Employee. Any payment by CareMore Medical Group pursuant to this 
Section shall not be charged to the Partners account and the Partner need not repay 
CareMore Medical Group for any payment made by CareMore Medical Group by this 
Section. The Minimum Retirement Purchase Price shall be reviewed annually by 
CareMore Medical Group's Management Committee who may at such annual reviews 
modify the Minimum Retirement ~urchase"" Price without having to" amend the 
Partnership Agreement as provided in Section 14.4. 

7.6 Valuation Adjustments. 

7.6.1 Transition Period. A retiring Shareholder Employee 
shall have a require~g transition period of one (1) month to a maximum of six (6) 
months wherein he/she shall assist the Partner or CareMore Medical Group in the 
training and introduction of their replacement physician or redistribution of their 
patient load to other CareMore Medical Group physicians. The Management 
Committee shall set the length of the transition period taking into consideration the 
nature of the practice and the experience of the replacement physician or the time 
necessary to redistribute the patients. Failure to complete this transition period by the 
retiring Shareholder Employee shall result in a twenty-five percent (25%) downward 
adjustillent in the payment of the Retirement Purchase Price as established by 
Sections 7.4 or 7.5. 

7.6.2 Three Year Vesting Period. The Retirement 
Purchase Price shall vest to the Partner for its retiring Shareholder Employee over a 
three (3) year period. The vesting shall be thirty-three ')l1d one third percent (33 1/3%) 
per year and shall be prorated on a daily basis rather than annually. For purposes of 
this Section the vesting period for each Shareholder Employee shall start ninety (90) 
days after that Partners Effective Date. 

7.7 Management Committee's Powers to Set Retirement Purchase 
Price. Notwithstanding Sections 7.4 or 7.5 The Management Committee can with the 
approval of two-thirds (2/3) of the Partners, pay a retirement purchase price in excess 
of the amount determined by Sections 7.4 or 7.5. In the event that the Management 
Committee and the Partners agrees to pay a Retirement Purchase Price in excess of the 
amount determined by Sections 7.4 or 7.5, then CareMore Medical Group and not the 
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Partner shall pay the difference between the Retirement Purchase Price as detennined 
by Sections 7.4 or 7.5 and as established by this Section. The difference shall be paid 
by CareMore Medical Group to the Partner which in turn shall pay the difference to 
the retiring Shareholder Employee. 

7.8 Payment Schedule. Payments for the purchase or redemption of a 
retiring, deceased or .permanently disabled Shareholder Employees interest shall be in 
five (5) equal installments of principal and accrued interest paid annually with the first 
payment due ninety (90) days after the effective date of retirement. The outstanding 
balance shall bear interest at the lesser of the maximum legal rate allowable or Bank of 
Americats ninety (90) day certificate of deposit rate offered by its home office at the 
time of ¢e purchase. The interest rate shall be adjusted at the end of every calendar 
quarter until the principal amount is paid in fulL 

7.9 Purchase of Partnership Interest Due to Death in a Single 
Shareholder Employee Partner.. Upon the Death of a Shareholder Employee of a 
single Shareholder Employee Partner, CareMore Medical Group shall purchase the 
deceased Shareholder Employeets interest in the Partner!s professional corporation. 
The purchase price shall be equal to forty-five (45%) percent of the Partnerts deceased 
Shareholder Employeets collections for one (1) year based upon averaging the past 
twenty-four (24) months of collections prior to the death of the Shareholder Employee. 
The twenty-four (24) month period shall, if necessary, include that deceased 
Shareholder Employeets pre-CareMore Medical Group period of practice, (i. e. if a 
Shareholder Employee had an interest in a Partner of CareMore Medical Group for 
only six (6) months prior to death, then eighteen (18) months of hislher prior practice 
coll.~ctions would be included in the calculation.) 

The following example, for purposes of illustration only, assum~s: 

1st years collections $400,000 

2nd years collections = $300,000 

24 months total collections = $700,000 

To calculate the repurchase price pursuant to this Section: a) the total 
collections for the prior twenty-four (24) months would be divided by two (2) to obtain 
the one year average; and, b) this product would then be multiplied by forty-five 
(45%) percent. 

a.) $700,000 divided by 2 = $350,000 

b.) $350,000 times .45% = $157,500 
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The payment terms shall be the same as those set forth in Section 7.8. If 
at the time of the death of-the Shareholder Employee, CareMore Medical Group is in 
negotiations to sell its assets to a third party, the Management Committee may in its 
sole and exclusive discretion, pay a higher amount for that deceased Partner 
Shareholder Employee's interest in hislher Partners professional corporation. 

7.10 - Purchase of Partnership 'Interest Due to Death in a Multi
Shareholder Employee Partner. Upon the Death of a Shareholder Employee of a 
multi-Bhareholder Employee Partner, the Partner in which the deceased Shareholder 
Employee was a shareholder shall redeem the deceased Shareholder Employee's 
inlerest in the Partners' professional corporation pursuant to a Shareholder Buy-Sale 
Agreement approved by the Management Committee acting in its sole and exclusive 
authority. The Buy-Sale Agreement shall provide that the purchase price shall be the 
price determined in accordance with Article VII of the Partnership Agreement of 
CareMore Medical Group and shall provide that the portion of the purchase price 
reflecting the fair market value of the deceased Shareholder Employee's interest in the 
Partner (determined in accordance with Section 7.4 and 7.5 and subject to the 
provisions of Section 7.6) shall be an obligation of the Partner. The purchase price 
shall be equal to ferty-five (4.5%) percent of the Partner's deceased Shareholder 
Employee's collections for one (1) year based upon averaging the past twenty-four (24) 
months of collections prior to the death of the Shareholder Employee. The twenty
four (24) month period shall, if necessary, in~lude that deceased Shareholder 
Employee's pre-CareMore Medical Group period of practice (i. e., if a Shareholder 
Employee had an interest in a Partner of CareMore Medical Group for only six (6) 
months prior to death, then eighteen (18) months of hismer prior practice collections 
wOlfld be included in the calculation.) 

The following example, for purposes of illustration only, assumes: 

1st years collections = $300,000 

2nd years collections = $400,000 

24 months total collections = $700,000 

To calculate the repurchase price pursuant to this Section: a) the total 
collections for the prior twenty-four (24) months would be divided by two (2) to obtain 
the one year average; and, b) this product would then be multiplied by 45%. 

a.) $700,000 divided by 2 = $350,000 

b.) $350,000 times .45% = $157,500 
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The payment terms shall be the same as those set forth in Section 7.8. If 
at the time of the death of the Shareholder Employee, CareMore Medical Group is in 
negotiations to sell its assets to a third party, the Management Committee may in its 
sole and exclusive discretion, pay a higher amount for that deceased Partner 
Shareholder Employee's interest in his/her Partners Professional Corporation. 

7.11 Short Term Disability. Short term disability shall be defmed as a 
Partner's or Shareholder Employee's inability to perform its obligations hereunder due 
to physical or mental incapacitation for one-hundred twenty (120) consecutive days 
(including the conversion of military reserve status to active duty status). In cases of 
short term disability CareMore Medical Group shall proVide a substitute physician to 

. provide the medical services 	ordinarily provided by -the disabled physician. The 
expense of the substitute physician shall be allocated to that Partners practice location 
as a direct expense. Any deficit resulting from the provision of the substitute 
physician shall be repaid to CareMore Medical Group within twelve (12) months or 
offset against any purchase price paid for the Shareholder Employee's interest in the 
~artner's professional corporation. 

7.12· Permanent Term Disability and Purchase Thereupon. Permanent 
Disability shall be -defmed as a Partner's or Shareholder Employee's inability to 
perform all or substantially all of his/her obligations hereunder due to physical or 
mental incapacitation for a period in excess of one-hundred twenty (120) consecutive 
days or two-hundred seventy (270) days within a twelve (12) month period (excluding 
the involuntary conversion of military reserve status to active duty status) as 
established by the opinion of an independent physician mutually agreed to by Partner's 
disq~led Shareholder Employee or his/her personal representative and CareMore 
Medical Group. 

7.12.1 In the event the Shareholder Employee or hislher 
personal representative and Care More Medical Group fail to agree on whether the 
disability is total and/or permanent either party may submit the matter to binding 
arbitration pursuant to Article XIII. The arbitrators shall be entitled to receive and rely 
on any medical advise or other advise that they shall deem required to enable them to 
make a decision under this Section and their decision shall be final and binding on the 
CareMore Medical Group, the Partner, the Shareholder Employee and hislher heirs, 
successors and assigns. . 

7.12.2 If the Shareholder Employee should die after 
becoming disabled, but before the actual sale of his/her interest in their Partnds 
professional corporation then the purchase and sale of his/her interest will be treated as 
the purchase and sale of a deceased Shareholder Employee pursuant to Sections 7.9 
and 7.10. 
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7.12.3 In the case .of a Permanent Disability of a single 
Shareholder Employee Partner, CareMore Medical' Group shall purchase the shares of 
a single Shareholder Employee Partner and the Partner shall sell that portion thereof 
which represents the disabled Shareholder Employeets interest in that Partnerts 
professional corporation for fair market value as specified in Section7.4, subject to the 
provisions of Section.s 7.5, and 7.7. but specifically excluding Section 7.6. The 
purchase and sale shall be on the same terms and conditions as if the purchase and sale 
were being made by a retiring Shareholder Employee and not by a deceased 
Shareholder Employee. 

7.12.4 In the case of a Permanent Disability of a 
Shareholder Employee in a multi-Shareholder Employee Partner, the Partner shall 
redeem the shares of the Permanent Disabled Shareholder pursuant to a Shareholder 
Buy-Sale Agreement of the Partner approved by the Management Committee acting in 
its sole and exclusive authority. The Buy-Sale Agreement shall provide .the purchase 
price shall be the price determined in accordance with Article VII of the Partnership 
Agreement of CareMore Medical Group and shall provide that the portion of the 
purchase price reflecting the fair market value of the retiring Shareholder Employeets 
interest in the Partner as specified· in Section 7.4, subject to the provisions of 
Sections 7.5, and 7.7. but specifically excluding Section 7.6. The purchase and sale 
shall be on the same terms and conditions as if the purchase and sale were being made· 
by a retiring Shareholder Employee and not by a deceased Shareholder Employee. 

7.13 Loan by CareMore Medical Group to Multi-Shareholder 
Emplovee Partner. A, multi-Shareholder Employee Partner shall have the' right to 
boqpw from CareMore Medical Group sufficient money to pay the purchase price for 
the redemption of a retiring Shareholder Employees shares in the Partner, . for the 
redemption of the deceased Shareholder Employees shares. in the Partner from the 
deceased Shareholder Employee's heirs, executors, administrators, trustees, successor 
or assigns or for the redemption of a permanent disabled Shareholder Employees 
shares in the Partner, The outstanding balance of any loan owing by the Partner to 
CareMore Medical Group shall bear interest at the lesser of the maximum legal rate 
allowable or Bank of America's ninety (90) day certificate of deposit rate offered by its 
home office at the time of the purchase. The interest rate shall be adjusted at the end 
of every calendar quarter until the principal amount is paid in full. The loan balance 
may be repaid by the Partner to CareMore Medical Group at any time by the Partner in 
its sole and exclusive discretion, or will be repaid through the provisions of 
Section 7.14 or at the time that the Partner and CareMore Medical Group is purchased 
by a third party as set forth in this Agreement. 

7.14 Loan Payments Through Expense Adjustments. In the event that 
CareMore :Medical Group advances, any of the purchase price to a multi-Shareholder 
Employee Partner ~or the purpose of redempti_o.!L..QLJh.CL.~.ti.J:ing-m:",..d~..c~.as~d or 
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permanently disabled Shareholder Employee's shares in a Partner as set forth in 
Section 7.13, then the Management Committee shall have sole and exclusive authority 
to make appropriate expense allocations and adjustments to that Partners account with 
CareMore Medical Group for the purpose of repayment to CareMore Medical Group 
of either the accrued interest or principal on an annual basis. The allocations and 
adjustments shall only be made on an annual basis after the retirement, death or 
permanently disabled of the Shareholder Employee if the total net annual distributions 
earned by the Partner as a result of medical fees paid by CareMore Medical Group to 
the Partner is equal to or greater then the total net distributions paid by CareMore 
Medical Group to the Partner for the year prior to the retiring or deceased Shareholder 
Employee's retirement, death or permanent disability. In determining the amount, if 
any, to b~ repaid to CareMore Medical Group the Management Committee shall take 
into consideration any expenses that the Partner incurred for the payment of any 
physician employee who replaced the retiring, deceased or permanently disabled 
Shareholder Employee,' but shall not take into consideration any additional 
compensation or benefits paid or to be paid to a Shareholder Employee of the Partner 
who replaced or took over the patient load of the retiring, deceased or permanently 
disabled Shareholder Employee. If the retiring, deceased or permanently disabled' 
Shareholder Employee and/or the Partner does not have one (1) full year of service 
with CareMore Med.ical Group then the months prior to being associated with 
CareMore Medical Group shall be used to calculate the year prior to retirement, death 
or permanently disabled. 

7.15 Assumption of Outstanding Partnership Liabilities. Except as 
otherwise provided, the Partnership shall pay, as they mature, all Partnership 
obli.gations and liabilities (excluding liabilities that arise from any intentional acts of 
that Partner or its shareholders) that exist on the effective date of a Partner's 
termination and shall hold the terminating Partner harmless from any action or claim 
arising or alleged to arise from those obligations or from liabilities accruing after that 
date. Any direct or allocated liabilities shall be debited against the first installment of 
the retirement purchase price as set forth in Section 7.8. 

7.16 Selling Price. Any amount paid to the Partner or a Shareholder 
Employee for the Shareholders' Employee's interest in that Partner's professional 
corporation pursuant to Sections 7.1 through 7.15 shall be the total selling price paid to 
the Partner or Shareholder Employee and/or hislher heirs, executors, administrators, 
trustees, successors or assigns. No additional sums shall be owed to the Partner or the 
Shareholder Employee or hislher heirs, executors, administrators, trustees, successors 
or assigns as a result of CareMore Medical Group selling all or substantially all of its 
interest or assets to a third party or otherwise transferring or assigning its interest or 
assets, or changing its business structure or formation in the future. 
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ARTICLE VIII. 


Obligations of Partners 


8.1 Devotion of Time, Ability and Experience. Unless othelWise 
consented to by the Management Committee, each Partner as well as its Shareholder 
Employees shall devote full time, energy, professional ability and experience to the 
practice of medicine on behalf of CareMore Medical Group. All revenues earned by 
any Partner or Shareholder Employee thereby shall belong to CareMore Medical 
Group. AIiy Partner or Shareholder Employee may engage in one or more businesses, 
other than the qusiness of CareMore Medical Group, but only to the extent that this 
activity does not compete or materially interfere with the CareMore Medical Group's 
business ''and does not conflict with that Partner's or any of its Shareholder Employee's 
obligations under this Agreement. Neither CareMore Medical Group nor any other 
Partner or any of its Shareholder, Employees shall have any right to any ,income or 
profit derived by a Partner or any of its Shareholder Employees from any business 
activity permitted under this Section. 

8.2 Standards of Performance. Each Partner, and each of its 
Shareholder Emplo~i.ees, shall accept and discharge its share' of responsibility for 
developing and handling the practice of CareMore Medical Group and the discharge of 
patient responsibilities in conformity with any reasonable standard of performance 
imposed by CareMore Medical Group, including the following code of ethics: 

8.2.1 Each Partner and its Shareholder Employees shall 
accept and discharge its pro rata share of the responsibility for developing and 

. handling the practice of CareMore Medical Group. 
" 

8.2.2 Each Partner and its Shareholder Employees shall 
subordinate its own personal interest to those of the majority of Partners of CareMore 
Medical Group. 

8.2.3 Each Partner and its Shareholder Employees shall 
build up and extend its own influence and professional competence. 

8.2.4 Each Partner and its Shareholder Employees shall 
conduct hislher personal life as to reflect creditably upon himselflherself, the other 
Partners and CareMore Medical Group. He/She shall not engage in any conduct for 
personal benefit at the expense or embarrassment of the Partners, any of the 
Shareholder Employees or CareMore Medical Group. 

8.2.5 Each Partner and its Shareholder Employees shall 
not speak disparagingly of other Shareholder Employees to anyone. They shall keep 

~~~1~~:~~02~~4:rorrnation regarding C~~ore Medi~al~~OUfSine::_or affa~s, 
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except in the course of CareMore Medical Group business, and shall not divulge any 
such information to persons outside of CareMore Medical Group, without the written 
consent of the Management Committee or as required by law or the professional ethics 
of the Partner or Shareholder Employee. 

8.2.6 Each Partner and its· Shareholder Employees shall 
not sign, execute or negotiate any contract for th.e provision of medical services in the 
name of CareMore Medical Group, the Partner or the Shareholder Employee except at 
the written request of the Management Committee. 

83 Minimum Performance. CareMore Medical Group shall have the 
right to establish minimum performance requirements to which each Partner and its 
Shareholder Employees must conform. The continued failure or refusal to comply 
with such requirements may result in th~ levy of monetary penalty assessments against 
a Partner or be grounds. for termination of the Professional Service Contract by 
CareMore Medical Group.· . 

8.4 Insurance. Each Partner shall obtain and maintain or shall cause 
the purchase and maintenance at all times of insurance against liability for personal 
injury and property with respect to any vehicle which it or its Shareholder Employees 
may operate, whether on business or pleasure, in the sum of $250,000.00 for any 
single person injured and $500,00.00 for each occurrence, and against loss by reason 
of damage to property in the amount of at least $50,000.00. In addition, each Partner 
shall obtain and maintain an extended coverage rider for at least $1,000,000.00 Such 
insurance shall be carried with a reputable insurance company duly licensed in the 
State of California, and the CareMore Medical Group shall be named as an additional 
narrieq.insured. The Management Committee shall be provided with current copies of 
certificates of insurance. 

8.5 Expense to be Borne by Partners. Each Partner shall pay and be 
responsible for certain expenses incurred by it related to CareMore Medical Group 
business; however, nothing in this Agreement shall be construed so as to prevent 
CareMore Medical Group from reimbursing all the Partners for an expense item upon 
a majority vote of the Management Committee. The expenses for which each Partner 
shall pay and be responsible, include, but are not limited to the following: 

8.5.1 Fees and expenses for educational courses, lectures 
and seminars for a Partner, its Shareholder Employees or employees. 

8.5.2 Travel, lodging entertainment and other expenses 
ansmg from attendance at professional or educational meetings by a Partner, its 
Shareholder Employees or employees. 
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8.5.3 Dues, expenses, fees and costs of membership in 
medical assocIatIons, specialty societies and/or service clubs of a Partner, its 
Shareholder Employees or employees. 

8.5.4 Medical books, publications, tapes, cassettes, 
literature and subscriptions of any kind. 

8,5.5 Hospital dues at hospitals selected by the 
Management Committee for CareMore Medical Group patients. 

8.5.6 Ownership, use and maintenance of automobiles 
necessary for professional calls and hospital attendance involving business and all 
expenses" arising therefrom including insurance premiums for the Partner, its 
Shareholder Employees or employees. 

8.5.7 Licenses, permits and fees. 

8.5.8 Home telephone service for the Partner or its 
Shareholder Employees used for CareMore Medical Group business. 

~. 8.5.9 Entertainment expense for promotional and other 
purposes except as specifically authorized by CareMore Medical Group for 
reimbursement. 

8.5.10 Fringe benefits approved by a Partner, such as life 
insurance, disability insurance, health insurance and qualified pension plan benefits for 
the partner, its Shareholder Employees or employees. 

8.6 Physical Examinations. Prior to employment by a Partner each 
Partner shall require that its Shareholder Employees obtain a complete physical 
examination, by a physician and/or surgeon satisfactory to the Management 
Committee. Each Partner and Shareholder Employee shall submit to the Management 
Committee a written authorization release form duly executed to allow the examining 
physician and/or surgeon to provide a medical report to the Management Committee's 
independent physician who shall review the medical reports and disclose them to the 
Management Committee if in the opinion of the independent physician, the repmi 
indicates that the Shareholder Employees in question may be disabled or impaired so 
as to prevent himlher from competently performing hislher duties hereunder. The 
medical report may be used by the Management Committee to determine if the Partner 
or Shareholder Employee is disabled in any manner, CareMore Medical Group can 
request each Partner to require any of its Shareholder Employees to submit to a 
physical or psychiatric examination by a qualified physician, surgeon or psychiatrist at 
any time by notifying the Partner of such requirement in writing. Such Partner shall 
comply, or cause such persons to comply with suchn~q~~sL~it~in tenJ~_~) days 
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thereof. The failure or refusal of such persons to comply with the physical or 
psychiatric examination or medical authorization requirements of this Section may 
result, in the discretion of the Management Committee, in the levy of monetary 
penalty assessments or be grounds for termination of the Professional Service 
Contract, as set forth in this Agreement or as provided by the laws of the State of 
California. 

8.7 Inspection of Tax Returns. The Management Committee may 
require any Partner or any of its Shareholder Employees to produce for inspection and 
photocopying its state and federal income tax return and business records for any year 
that the Partner provided services to CareMore Medical Group under the Professional· 
Services Agreement The state and federal income tax returns and business records 
shall remain confidential and only be disclosed, fIrst to the special legal· counsel and 
certifIed public accountant specifIed by the Management Committee and then to the 
Management Committee if in the opinion of the Management Cominittee' designated 

. professional representatives there is 	 a discrepancy in the tax. returns or business 
records that may affect CareMore Medical Group or show that the Partner or the 
Shareholder Employee has not been devoting all of hisiheT professional time to 
CareMore Medical ~roup. 

8.8 Standardized Corporate By-Laws and Buy-Sale Agreement As a 
condition of. becoming a Partner each Partner' shall within ninety (90) days of 
executing this Agreement adopt standardized corporate By-Laws for the governance of 
the Partner's professional corporation as required by the Management Committee. 
These By-Laws shall not be amended by the Partner without the express written 
consent of the Management Committee. For any multi-Shareholder Employee Partner 
the 'Partner shall within ninety (90) days of executing this Agreement execute a Buy
Sale Agreement that complies with the provisions of this Agreement and particularly 
Article VII and shall submit the Buy-Sale Agreement to the Management Committee 
for its approval. The Management Committee shall be given the opportunity to inspect 
any Partner's corporate books and records' to ensure that said standardized By-Laws 
and that the Buy-Sale Agreement have been adopted and that there have been no 
unauthorized amendments. Failure to comply with this provision may, at the option of 
the Management Committee, operate as a rescission of this Agreement or a 
termination of this Agreement. 

8.9 Covenant Not to Compete. Within. thirty (30) days after 
executing this Agreement each Partner shall cause each of its Shareholder Employees 
to execute a covenant not to compete between such Shareholder Employee, CareMore 
Medical Group and the Partner in a form to be furnished by the Management 
Committee. Failure to comply with this provision may at the option of Management· 
Committee operate as a rescission of this Agreement . 

Xl-L·68I,\8 
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8.10 Internal Compensation Structure. Within ninety (90) days after 
executing this Agreement each Partner who has more than one Shareholder Employee 
shall submit to the Management Committee a copy of its internal compensation 
formula. Upon written request of any of that Partner!s Shareholder Employees the 
Management Committee shall have the authority to alter any of the Partner!s internal 
compensation formulas which the Management Committee deems in its sole and 
exclusive discretion is unfair to any Shareholder Employee and detrimental to 
CareMore Medical Group. These documents shall remain confidential and only be 
disclosed to the' Management Committee and its designated professional 
representati ves. 

8.11 Vacation, Sick Leave and Work Schedule. Within ninety (90) 
days after executing this Agreement each Partner shall submit copies of its vacation, 
sick leave and work schedule polices for its Shareholder Ernployees {or develop 
policies if none exists), to the Man'agement Committee for review and approval. Such 
approval shall not be unreasonably withheld. 

8.12 Sale of Tangible Assets and Transfer of Leases. Concurrent with 
executing this AgreeJ-TIent each Partner shall sign the Asset Purchase Agreement with 
CMMC which provides in part for the Partner to offer to sell to CMMC, for fair 
market value, all of the Partners' tangible assets (excluding accounts receivable), 
including but not limited to all office equipment, medical equipment and supplies used 

. in the Partners medical practice and to transfer or assign all 	of the Partners leased 
premises and equipment leases to CMMC that it owned or leased immediately prior to 
the execution of this Agreement. CMMC shall have the sole and exclusive right to 
determine what assets or leases it shall purchase or assume. Failure to comply with 
this'pr,Qvision may, at the option of the Management Committee operate as a rescission 
of this Agreement. 

8.13 Maintenance of Corporate Formalities. Each P81tner shall 
maintain its corporation in good standing and to have at the minimum, an annual 
shareholders meeting and provide the Management Committee with copies of the 
minutes from such meeting. The Management Committee shall be. given the 
opportunity to inspect and photocopy (at CareMore Medical Group!s expense) the 
corporate books and records of any Partner to ensure compliance with this provision. 

8.14 Accounts Receivable. Upon becoming a Partner in CareMore 
Medical Group each Partner shall immediately forward all revenues collected to 
CareMore Medical Group by what ever means is prescribed by the Management 
Committee. These revenues will be redistributed to the Partner pursuant to the 
proVISIOns of Article V as if it was earned pursuant to the Professional Services 
Contract. 
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8.15 Obligation to Pay Monies Due. Each Partner shall promptly pay 
all monies due to its Shareholder Employees 

ARTICLE IX. 

Obligations and Rights of CareMore 'Medical Group 

9.1 Pension Plan. The Management Committee of Care More Medical 
Group shall establish, implement and arrange for the administration of an appropriate . 
pension and profit sharing plan for the Partners and for their Shareholder Employees 
as permitted by law. The Management Committee shall have the sole and exclusive 
right to ~stablish, implement and arrange for the administration of any pension and 
profit shaIing plans on behalf of CareMore Medical Group. 

I 

9.2 Provision of Medical Offices. . GareMore Medical Group 'shall 
arrange for: each Partner's medical office; required administrative and paraprofessional 
personnel; all items of furniture, fixtures, and office equipment; and state-of-the-art 
medical equipment reasonably necessary for each Partner's efficient operation of its 
office;, and, shall arrange to maintain said items in good repair, condition and working 
order. The Management Committee shall have the sole discretion to provide for these 
services and the decision of the Management Committee concerning such shall be 
final. 

9.3 Right of Rescission. Within ninety (90) days of a Partner 
becoming admitted into the Partnership, CareMore Medical Group' can rescind this 
Agreement for any reason whatsoever or for no reason at all by a majority vote of the 
Maiiag~ment Committee. In the event of a rescission the Partner or its Shareholder 
Employee shall' be required to refund any money it received from CMMC for the 
purchase of its medical equipment, office equipment and supplies, and title of the. 
assets will be returned to that Partner or Shareholder Employee. Any leases that were 
assigned to CMMC shall be reassigned to the Partner by CMMC. 

9.4 Obligation to Pay Monies Due. CareMore Medical Group shall 
promptly pay all monies due to its Partners. 

ARTICLE 

Accounting, Books and Records 

10.1 Fiscal Year of Partnership. The fiscal year of CareMore Medical 
Group shall end on December 31 of each year. 
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10.2 Accounting Method. CareMore Medical Group books shall be 
kept on a cash basis. 

10.3 Partnership Books. Proper and complete books of account of 
CareMore Medical Group business shall be kept at CareMore Medical Group's 
principal place of business and shall be open to inspection by any of. the Partners or 
their authorized representatives at any reasonable time during business hours. The 
accounting records shall be maintained in accordance with generally accepted 
bookkeeping practices for this type of business. 

10.4 Annual Report to Partners. Within ninety (90) days after the end 
of each fiscal year, CareMore Medical Group shall furnish to each Partner an annual 
report consisting of at least: (i) a copy of CareMore Medical Group's federal income 
tax returns for that fiscal year, (ii) a supporting statement of income or loss, (iii) a 
balance sheet showing CareMore Medical Group's financial position as of the end of 
that fiscal year, and (iv) any additional information that the Partners may require for 
the preparation of their individual federal and state income tax returns. .. 

ARTICLE XI. 

Capital Accounts 

11.1 Capital Accounts. An individual capital account shall be 
maintained for each Partner, and the Partner!s initial capital contribution in cash or 
property shall be credited to that account. Capital accounts shall be maintained in 
accordance with Treasury Regulation Section 1.704-1(b)(2)(iv). 

11.2 Increases in Capital Account. The capital account for each 
Partner shall be credited with or increased by the following: 

11.2.1 The Partner's initial capital contribution to 
CareMore Medical Group; 

11.2.2 . Any additional capital contributions made by the 
Partner from time to time as authorized by this Agreement; . 

11.2.3 'TI1e Palmer's share under this Agreement· of 
CareMore Medical Group's profits; and 

11.2.4 On CareMore Medical Group's dissolution and in its 
winding up, the credits authorized by the provisions of this Agreement that relate to 
adjustments of capital accounts in connection with liquidation. 
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11.3 Reductions of Capital Accounts. The capital account for each 
Partner shall be debited with or reduced by the following: 

11.3.1 Distributions to the Partner of .cash or property, 
which property shall be valued for this purpose at its fair market value; 

11.3.2 The Partner's share under this Agreement of 
CareMore Medical Group's losses and of any items then required under applicable tax 
laws, rules, and regulations to be debited to capital accounts of Partners, to the extent 
and in the manner so required; and 

11.3.3 On CareMore Medical Group's dissolution and in its 
winding up, the debits authorized by the provisions of this Agreement that relate to 
adjustments of capital accounts in connection with liquidation. 

11.4 Capital Account Adjustments on Liquidation. In connection with 
the actual liquidation of the properties of CareMore Medical Group on its dissolution 
and winding up, the capital accounts shall be adjusted to reflect the following: 

11.4.1 The results' of operations for the fiscal peliod then 
ended. 

11.4.2 The results of transactions in connection with the 
liquidation. 

11.4.3 Unrealized gain or loss on property of CareMore 
Medical Group that is to be or has been transferred to creditors on account of their 
claims. or distributed to Partners on account of their interests in CareMore Medical 
Group. The amount of such unrealized gain or loss shall be computed by comparing 
the fair market value of any such property to its adjusted basis for federal income tax 
purposes. Such unrealized gain or loss shall be allocated to the Partners' capital 
accounts in the same manner as the gain or loss from the actual sale of such property 
would have been allocated .. 

11.4.4 The distribution of cash or property to Partners 
made on the liquidation. 

If there is a deficit in any Partner's capital account after the capital 
accounts have been adjusted as provided in this Agreement in connection with the 
liquidation of the properties of CareMore Medical Group, that Partner (the Partner at 
that time and not any predecessor) shall contribute the amount of such deficit to 
CareMore Medical Group before the end of the taxable year of the liquidation or by 
such earlier date as may be required to 'complete the liquidation in accordance with a 
duly adopted plan of liquidation. Notwithstanding the foregoing,,~.?.9~~_ defi9it shall be 
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restored no later than the latest time pennitted to remain in compliance with 
Regulation Section 1.704-1 (b)(ii)(b )(3). Amounts thus contributed shall be distributed 
to or among the creditors and Partners in accordance with the then applicable 
provisions for distribution of Partnership property on dissolution, winding up, and 
liquidation. . 

ARTICLE XII. 

Dissolution 

12.1 Distributions on Liquidation. On the dissolution of CareMore 
MedicalGroup, its business shall be wound up and its properties liquidated, and the 
net proceeds of the liquidation, together with any property to be distributed in kin.d, 
shall be distributed as follows: 

12.1.1 Those owing· to creditors, in the order of priority 
provided for by law; 

12.1.2 Those owing to former Partners under Article VII in 
the proportion of their respective share of the amounts owed; 

12.1.3 To the establishment of any reserves that the 
Management Committee may consider necessary, appropriate, or desirable for any 
future, contingent, or unforeseen liabilities, obligations, or debts of CareMore Medical 
Group, which reserves may but need not be deposited with an independent escrow 
holder with instructions to disburse them in payment of those liabilities, obligations, 
and"debts and, at the expiration of such period as the Partners may have specified, to 
distrihute the balance remaining as provided in this Agreement; and, 

12.1.4 To the Partners having positive capital account 
balances in proportion to the balances in their respective capital accounts after giving 
effect to the adjustments of capital accounts in connection with liquidation authorized 
by this Agreement, but if all capital accounts then have zero balances such 
distributions to Partners shall be made in proportion to the allocation of profit from the 
sale of Partnership property applicable under this Agreement as of the date of such 
distributions. 

ARTI CLE XIII. 

Arbitration 

13.1 Binding· Arbitration. If any dispute arises between the patties 
with respect to the interpretation or enforcement of this Agreement, the parties agree to 
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work in good faith to resolve such dispute or disagreement. If the parties are riot able 
to resolve such dispute or disagreement in good faith, they shall submit it to binding 
arbitration by notice from one party to the other. 

13.2 Choice of Arbitrator. If the parties can agree to a single arbitrator 
within thirty (30) days of one party receiving notice for arbitration from the other 
party, such arbitrator shall be chosen. 

13.3 Failure to Choose Arbitrator. If the parties disagree as to the 
choice of arbitrator, each party shall choose an arbitrator within ten (10) d~ys of the 
date in which it is determined they could not agree upon a single arbitrator and those 
chosen ~bitrators shall choose an additional arbitrator within ten (10) days of the date 
in whic.h;the last arbitrator was chosen. 

13.4 Court Appointment of Arbitrator. If at the end of the ten (10) 
days set forth in the proceeding Section the parties' designated arbitrators cannot agree 
on the selection of the third arbitrator, such selection shall·be made by the Los Angeles 
County Superior Court. 

13.5 JZesolution of Dispute. The dispute between the parties shall be 
heard by the arbitrator(s) within thirty (30) days of the date on which the arbitrator(s) 
have been chosen. The arbitrator(s) shall, by a majority vote, resolve any dispute or 
disagreement within thirty (30) days of hearing the dispute. 

13.5.1 Qualifications for Arbitrator. The arbitrator(s) shall 
have no qualifications other than a reasonable amount of experience and specialty in 
the ,area which is the subject of the dispute. 

13.5.2 Conduct. The arbitration shall be conducted 
pursuant to the Commercial Rules of the American Arbitration Association. 

13.6 Effect of Arbitration. The decision of the arbitrator(s) shall be 
binding on the parties and may be entered as a judgment in any court of competent 
jurisdiction pursuant to the California Code of Civil Procedure. 

AR TICLE XIV. 

Miscellaneous Provisions 

14.1 Transferability of Interests. A Partner's interest in CareMore 
Medical Group shall not be transferred, in whole or in part, except as specifically 
provided for in this Agreement. Any other purported transfer of all or part of a 
Partner's interest shall be void and of no effect against CareMore Medical Group, any 
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other Partner, any creditor of CareMore Medical Group, or any claimant against 
CareMore Medical Group. 

14.2 Effect of Assignment· of Interest. Any assignment or 
hypothecation of a Partner's interest in CareMore Medical Group shall tenninate that 
Partner's right to receive any distributions from CareMore Medical Group. 

14.3 Indemnification. Each Partner shall indemnify and hold hannless 
CareMore Medical Group and each of the other Partners from any and all expense and 
liability resulting from or arising out of any negligence or misconduct on its part or the 
part of any of its Shareholder Employees to the extent that the amount is not covered 
by the applicable insurance carried by CareMore Medical Group. 

'.' 

14.4 Amendments. This Agreement may only be amended upon the 
approval of a majority of the Management Committee and the written consent of the 
Partners representing fifty-'one percent (51 %) or more of the Shareholder Employees. 

14.5 Notices. Any written notice to any of the Partners required or 
pennitted under this Agreement shall be deemed to have been duly given on the date 
of service if served personally on the party to whom notice is to be given, or on the 
second day after mailing if mailed to the party to whom notice is to be given, first class 
postage prepaid, return receipt requested, and addressed to the addressee at the address 
stated opposite his or her name below, or at the most recent address specified by 
written notice given to the sender by the addressee under this provision. Notices to 
CareMore Medical Group shall be similarly given, and addressed to it at its principal 
place of business. 

14.6 Counterparts. The parties may execute this Agreement in two or 
more counterparts, which shall, in the aggregate, be signed by all the parties; each 
counterpart shall be deemed an original instrument as against any party who has 
signed it. 

14.7 Governing Law. This Agreement is executed in and intended to 
be perfonned in the State of California, and the laws of California shall govemits 
interpretation and effect. 

14.8 Successors. This Agreement shall be binding upon and inure to 
the benefit of the respective heirs, personal representatives, executors, administrators, 
trustees, successors or assigns of the parties, except to the extent of any contrary 
provision in this Agreement. 

14.9 Severability, If any tenn, provision, covenant, or condition of this 
Agreement is held by a court of competent jurisdiction to be invalid, void, or 
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unenforceable, the rest of the Agreement shall remain in full force and effect and shall 
in no way be affected, impaired or invalidated. 

14.10 Authorization. Each person who executes this Agreement on 
behalf of a Partner represents and warrants to CareMore Medical Group and all of its 
Partners that he/she has the authority to do so on behalf of that Partner and shall 
furnish to CareMore Medical Group at the time of executing this Agreement, evidence 
of consent of all its Shareholder Employees and the Board. of Directors of the 
professional corporation that they consent to the execution of this Agreement by the 
Partner. The Partner represents and warrants that the Partner and Shareholder 
Employee will be bound by all of its terms and conditions of this Agreement. 

14.11 Review by Partners' Representatives. The Partner and/or its 
Shareholder Employees have been provided with sufficient time to have this 
Agreement and all attached documents reviewed by the Partners, its Shareholder 
Emp19yees, its Board of Directors, and the Partner's independent attorney, accountant 
or other professional advisor. The Partner and/or Shareholder Employee is not relying 
upon any verbal or written representation made by any member of the Management 
Committee, any other Partner, Shareholder Employee, attorney; accountant or health 
care consultant of"' CareMore Medical Group, CareMore Medical Management 
Company or Downey Community Hospital that is not set forth in this Agreement or set 
forth in _ another ,vritten document provided to the Partner and/or its Shareholder 
Employee prior to the execution of this Agreement. 

14.12 Entire Agreement. This Agreement contains the entire agreement 
of the parties relating to the rights granted and obligations assumed in this instrument. 
Any Q~al representations or modifications concerning this Agreement shall be of no 
force or effect unless contained in a subsequent written modification signed by the 
party to be charged. 

14.13 Signature of Partners. The signatures of the Partners are set forth 
in Addendum A (Exhibit A) to this Agreement. 
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ADDENDUM A 

IN WITNESS WHEREOF, the Partners have executed this Agreement 
as of the date opposite their signature to be effective as of the Effective Date. 

Signatures of Partners 

. ",,:. 

~~d~~=----f-'-~-=+d~:......:...-.--+-f{-"-f!d.~Q . # 

. (Signature) ~f J 
(Date)' . 

Print Name: AK~~ Lo:ye'2?-t. J1 0 

By Its: ~y-e~\ drtv\+ 
(Corporate title) 

Addresses ofPartner 

l:t3.5D ~\v..--\bi-L ~tvz{ ~~ tou . 
\A:)hit.R« \1A= '1CSTooS
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ADDENDUM A - (Continued) 

Consent of Spouses 

I certify that: 

!c 11 I am the spouse o( a person who is a Shareholder Employee of 

,.tIYiV\VP l~6 i ~ICt:s:V\C~ . 

2. I have read and approve the provisions of the CareMore Medical Group 
that Partnership Agreement, including but not limited to those relating to the purchase, 
sale, or other disposition of the interest of a deceased, retiring, withdrawing, ,or 
terminating Partner or Partner Shareholder Employee. 

3. I agree, to be bound by and accepftheprovisionsofthe CareMore Medical 
Group Partnership Agreement in lieu of all other interests I may have in the Partnership, 
whether the interest may be community property or 'otherwise. 

4. My spouse shall have full power of management of hislher interest in 
CareMore Medical Group and the Partner in which he/she is a Shareholder Employee, 
including any portion' of those interests that are our community property, and he/she has 
the full right, without my further approval, to exercise the voting rights as a Shareholder 
Employee of a Partner' or as a Partner in CareMore Medical Group, to execute any 
amendments to CareMore Medical Group Partnership Agreement, and to sell, transfer, 
encumber, and deal in any manner' with the CareMore Medical, Group Partnership 
interests, including any portion of those interests that are our community property. 

•. .. Executed on 1It-~!D ?J , at h./0J.,t!.iiL.
California. 

WORD-LAILBL\70240848.1 -47
EXHIBIT: ~ 

PAGE ~i;OF sp~m 121200 



Appeal of Arturo and Maria D. Lopez 

Appeal Case ID No. 740943 

Submitted by: D. Todd Watkins, Tax Counsel 

For: Respondent, Franchise Tax Board 

ExhibltZ 

Appellant Arturo Lopez, M.D.'sJetter to your Board dated September 16, 2014, which 
constitutes testimonial evidence. 
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.
C,AREMORE 

Believe It. 

Arturo Lopez, M.D. 
9209 Colima Rd 
Suite 2000·8 
Whittier, Ca 90605 
562-236-2290 

September 16, 2014 RECEIVED 

Khaaliq Abd'Allah SF? 192014 
Appeals Analyst 
Board Proceedings Division Board Proceedings ! 

State Board of Equalization 
P.O Box 942879 
MIC: 80 
Sacramento, CA 94279-0080 

REG: Hearing Summary Personal Income Tax Appeal 
Case No. 740943 
Years 2006 and 2007 

To Khaaliq Abd' Allah: 

In order to gain a better understanding of my situation and claims, I 
would like to elaborate on the statement that is made in the hearing 
summary. 

Page 10, line 8 states that self-created assets do not have any cost 
basis for income tax purposes and that I had not provided any 
evidence that anything had been paid for the patient roster. 

It is unfortunate that CareMore Medical group has been sold multiple 
times and that the original finance department no longer exists placing 
me in the predicament that I know find myself in. I would like to have 
the opportunity to elaborate in my own words my support for the 
mentioned claims. I am not an accountant and I am not an attorney 
but I hope that you will gain a better understanding in regards to the 
patrent roster, goodwill claim and the profits that the medical group 
made with the contribution that the my senior patients made to the 
medical group. 

I worked with another medical group in the Whittier community. It was 
there that I developed my reputation as a respectable and well liked 
physician. I had a busy practice that consisted of a large senior and 
commercial patient practice. Before this medical group became 
bankrupt the owners of CareMore saw my potential and asked me to 
join the practice with the promise of becoming a partner once I 
brought my senior patients and developed my practice of 400-500 
senior members. I started my career with CareMOre on March 1, __T~yerExhibits 

. B8 
m:t~ber 14,2015

EXHIBIT: ________Awn.w.uroIh.!i:Lopez AndMariaD.Lopez 
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1999. I joined with the idea and certainty that I would become a 
physician partner by bringing my patients and building a large senior 
practice. It should be of note that senior membership is crucial to the 
survival of any medical group and that they are the most profitable 
patients to the practice. At that time, there were three other physicians 
that were hired and practiced in the same office that I worked in. 
Unfortunately they did not share my success and I was the only 
physician that succeeded in becoming a physician partner with 
CareMore in 2003. 

It took four years of hard intellectual medical work to get ahead and 
become a partner with CareMore. If CareMore already had a practice 
for me to work in they would have paid me a set salary and there 
would have been no need to make me a partner, share in the profits 
of the medical group or benefit in the sale of the medical group. It 
was due to my contribution of the roster of patients that I brought with 
me and the combination of hard work and growing my practice that 
eventually assisted in the increase of the value of the medical group. 

For this reason, I was able to share in the profits. It took eight years of 
hard work and I strongly believe that the dollar amounts that I am 
claiming as goodwill and the profit that the medical group made is a 
fair value for my hard work. I strongly disagree with the claim that it is 
a self-created asset. 

Sincerely, 

J~f~/fJO
Arturo J. Lopez, M.D. 
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Appeal of Arturo and Maria D. Lopez 

Appeal Case ID No. 740943 

Submitted by: D. Todd Watkins, Tax Counsel 

For: Respondent, Franchise Tax Board 

fxhibitM 

Diagram of February 28,2006, Caremore Medical Group sale and merger transaction. 
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Arturo Lopez M.D., Inc. - 12/06 (I) 
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CareMore Medical Group 
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(e-corp) 

CareMore 
Medical 

Group (pis) 

100% 

purchased 
pis interest 

CareMore 
Holdings, Inc. 

(C-corp) 

purchased 
98% interest 

CareMore 
Medical 

Management 
Company {pis) 

Care More 
Medical 

Enterprises 
IC-corp) 

purchased 
stock 

stock 

The CareMore 
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Arturo Lopez M.D., Inc. was one of the 38 partners. 
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furman 
M.D. 
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Appeal of Arturo and Maria D. Lopez 

Appeal Case ID No. 740943 

Submitted by: D. Todd Watkins, Tax Counsel 

For: Respondent, Franchise Tax Board 

ExhibitB8 

The 2006 Partnership Return of Income (form FTB 565 (2006)), (exclusive of Schedules K-l 
for the 38 partners) filed by Caremore Medical Group. The Schedule K-l (565) filed for 
partner Arturo Lopez, M.D., Inc., was previously submitted as an exhibit to Respondent's 
opening brief. 
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IllJjllm~III~)~III~lIIIlJI ~II~IJ Illfl~lllllil!l~YEAR CALIFORNIA FORMe 07 739~t, 10 
2006 


Income 

Deduc
tions 

Enclose, 
but do 
not 
staple, 
any 
payment 

Pay
ments 

Amount 
Due or 
Refund 

Please 
SIgn
Here 

Paid 
Pre· 
parer's
Use
Only 

3 
4 
5 
6 
7 
8 
9 

10 
11 

Irne 11.... . ...•..•.........•....•....••... 

Salaries and wages (other than to partners) ...................•......•........................ f.-:.:~---==':"';":::'=-=-

14 Guaranteed payments to partners.. •... . . . . . . • . .. ... . . . . . . . • . . . . . . . . . . .• . . . . . . . . • . • . .• ., f..!,;.:.....{------ 
15 Baddebts...•...•.•..••....••.....•.....•...•..•...........•••.......•...•....•.....•..••••f--.!.:::.....t------- 
16 Deductible Interest expense not claimed elsewhere on return ....••...••....•............••..•.. - f.-:.:~-------
17a Depreciabon and amortization. Attach form FTB 3885P•... S 32,405. 

b less depreCiation reported on Schedule Aand elsewhere on return .....• $ c Balance .~:..=t----.:::..:..L.':";'=-=-

18 Depletion. Do not deduct oil and gas depletion. . .• • •.•.••....•......•...........••............ ~~_______ 
19 Retirement plans, etc ......................................................................... f.-:.:~-------
20 Employee benefit programs. . . . . . . • . . •. -.................. .•......•.••......•. . •..••...••• ~=-t-------

Other deductions. Attach schedule ...................................SEE. STATEMENT •• 3 .i-=~---:::'=!..:.::::':"'::" 

Tax due. If line 24 IS more than hne 27, subtract line 27 from hne 24 •.•.. ................. ..... ~:...r-------
29 Use Tax. See instructions .•......••.. '" •......•••.•.•••.• : • . • . • . • . . • •• . • • . . . • • . . . • • • .. • . . •• • a..=;;:.......L_______ 

SO Refund. If Ihe total of line 24 and line 29 is less than line 27, subtract the total 
from line 27. • • .•. . . . . . . . •• . ....•.•..........• _... _.................... '" . . . 30 

.... 1'-'3;...:..1-'-_____ 

of my knowledge and belief. ,s Irve, 

f,rm's name 
(or you", If 
selFemployecl)
and 80dless 

Partnership Return of Income 565 

,.., "-~'-'---..-'",,".. $ 4 , 9 47 , 2 2 a • 

Cost of goods sold (Schedu!e A, line 8)..... .. .............. .. ......... I--==-t---=...!...::.-=...::,.:...:.:::.;:;..!... 

GROSS PROFIT. Subtract hne 2 from hne 1c..... ..... ............... .. ................. 

Total ordinal}' income from otl1er partnerships and fiduClafles. Attach schedule ...•••• _. .•••••••••••.•••••••••• 

Total ordinary loss from other partnerships and fiduclanes. Attach schedule .••...•••. SEE STATEMENT••1 

Total farm profit Attach federal Schedule F (Form 1040)... ................. . .............. . 

Total farm loss. Attach federal Schedule F (Form 1040)... .. ............. " .............. .. 

Total gains inctuded on Schedule 0·1, Part II, hne 17 (gain only).. ..... .... . .. . . . . . . . . ... .. . .. 

Total/osses Included on Schedule D·1, Part II, (ine 17 (loss only) ............. - ............... 

Other Income. Attach schedule. . . • . . • . . . . • . . . . . . . .. .••.....••. . .•.. SEE . STATEMENT••2 

Other loss. Attach schedUle. • • • • • • . . • . . . . • • . .. •.....•. .• ..•. ................. . ........•. 


-I--=:--+---==';;';:'.!..::..:"::":'" 
-I--::'-!-----:--:--:-:-~ 
- f--':--t---....;:;::...:...;;..;;..::....:.. 

_1----''-+_______ 

-I---'''--t------ 

tt~-.L--..........,;~~~!..!...J::!'!2.!~~2---------_-_-_-_-~-~.....!J.-:-J1_~_!l.J____......"=:,,,~,,_.~.
EXT 
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CAREMORE MEDICAL GR.OUP 

Schedule A Cost of Goods Sold 
1 Inventory at beginning of year. . . . .•. • . • . . • . . . .• • . .. . ....••............•.....•.....•...••...•.....•.••. 
2 Purchases less cost of Items withdrawn for personal use ....... ., .. . .. .. . .. . . .. .. .. .. ... . .......... . 
3 Cost of labor... ...................................... ............................ . ................. . 
4 Additional IRC Section 263A costs. Attach schedule ... . .... . ............. .. ... . .. .. . ... .. ... .. 
5 Other costs. Attach schedule. . • .• ....•. . •. " .....•.....•.....•.••.••.••. . .. SEE. STATEMENT..4 
6 Total. Add line 1 through line 5 .•................................. ,............................. . ..•. 
7 Inventory at end of year....................... .............. .... .............. ...... .. ...... .. 
B Cost of goods sold. Subtract line 7 from line 6. Enter here and on Side 1, line 2 . . . . . . . . . .. . . . . . . . .. . . . . 

1 
2 
3 . if· .;; 

4 "', 

5 3,640,259. 
6 3,640,259. 
7 
8 3,640,259. 

9a Check all methods used for valuing clOSing Inventory: 
(1) 0 Cost (2) 0 Lower of cost or market as descnbed in Treas Reg Section 1.4714 (3) DWrite down of 'subnormal' goods 

as descnbed In Treas Reg Section 1.471·2(c) (4) 0 Other. Specify method used and attach explanation_______--.......-_ 
b Check this box If the LIFO inventory method was adopted thiS taxable year for any goods. If cheeked. attach federal Form 970. ... 
c Do the rules of IRe Section 263A (with respect to property produced or acquired for resale) apply to Ihe partnership? ., DVes No 
d Was there any change (other than for IRC Section 263A purposes) in determimng quantities, cost, or valuations between 

opening and closing inventory? If 'Yes,' attach explanation..... . ......... , ................................... DVes DNo 


J 	 What type of entity IS filing this return? Check one only; 

• 	 1 ~ General partnership 
• 2 	 Llmited partnership reqUired to pay annual tax (is doing bUSiness In California, IS registered with SOS, or IS organized In California) 

• 	 B Limited partnershlp,\Jmiled liability company (LLC), or other entity NOT required to pay annual tax 

(IS not doing bUSIness In California, IS not registered with SOS, and is not organized in California) 


• 	 4 §REMIC
• 5 	 limited liabihty partnership 
• 6 	 Other (See instructions) 

K 	Enter the maximum number of partners in this partnership at any time during the year. (Be sure to attach a Cahfornia 
Schedule K·l (565) for each partner) ....•.•......•.•..••... . .••.••••.••.• •.....•••..•••.•.• ............ . ............• 

L Is any partner of the partnership related by blood or marriage to any other partner? ..• , . .. • ..........•.. , .•....••......• 
M Is any partner of the partnership a trust for the benefit of any person related by blood or marriage 10 any other partner? . . .••. • 
N Are any partners in Ihis partnership also partnerships or LlCs? .••.•••.. , ..••....•..•..•••..•....•..... '" ....••........ '" 
b Does the partnership meet all the requirements shown in the InstructJons for Question a? ...•.......••.......•••.•........•• , 

P 	 Is this partnership a partner in another parlnership or LLC? If 'Yes,' attach a statement 
with the name(s) and FEIN(s) of each entIty.••...•..... '" . .• •. . . .• ••• . .. . .....•........•.•....SEE..S!'ATEMENT . 5 ...• 

Q 	 Was Ihere a dIstribution of property or transfer (for example by sale or dealh) of a partnership interest during the laxable 
year? If 'Ves,' see the federal instructions concerning an election 10 adjust the basis of the partnership's assets under IRe 
Section 754. . . .. .• . ............................................. ,..................................................... • 

R 	Is this partnership a publicly traded partnership as defined in IRC Section 469(1<)(2)? •.•.••.•••.••••••.. , •••.••••••...•.•.••.. 
S Is this partnership under audit by the IRS or has it been audited in a prior year?.. ................ . ...................... .. 

T (1) If this partnership (or any legal entity in which it holds a controlling or majority interest) owned or leased real property in 
California, was there a change In control or majority ownership of anyone of them this year? • • . . . • • . • . . . . . . • . . . . .. . _ 

(2) For this taxable year, did this partnership (or any legal entity in which it holds a controlling or majority Interest) acquire
conlrol or majonty ownership of any other legal entIty that owned or leased real property In California? ...•...••...•..•.. _ 

(3) If tbis partnership (or any legal entity in which it holds a conlrolhng or maJority interest) owned or leased real property in 
California has more than 5(T percenl of the partnership Interest cumulatively fransferred in one or more transactions since 
March 1, j 9757 ... . . . . . . . . . . . . . .. . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. .. . .... " ..........•....•... , •.......... , .......• 

38 
Yes No 

X 

X 

X 

X 

X I 

X 
X 
X 

X 

X 

X 
(penalties May Apply - See Instructions.) 

xU 	(1) Does Ihe partnership have any foreIgn nonresident partners? • . . . . . • . • . .. .....••........•.••...•.....•.•..••••• ..•... -1---I--=---1 


X(2) Does the partnership have any nonresident partners? .................................... ,.............. .. ......... -1---1---=-1 


(3) Were Form 592, Form 592·A, and Form 592·8 filed for these partners? .••....•..•...•..••.•.............••...••••....• -r---t--=--t
X 
V Is this an investment partnership? See Generallnformalton 0, Investment Partnerships, in the instructions ..•..•...•...... -I--+-...:.::...-tX 

W is the partnership apportioning income to California uSIng Schedule R? • . . . •• .••...•••.•....•.••..••...•.........•••.••... _1---1--=-;X 

X 	Has Ihe partnership inclUded a Reportable Transaction, Listed Transaction, or Registered Tax Shelter within this relurn? (See 
Xinstructions for definitions.) If 'Yes,' complete and attach federal Form 8B86 or 8271 for each such transaction. ....••.••.•..•. -r---t--=--I 
XY Did thiS partnership tile the Federal SchedUle M·3 (Form 1065)?......................................................... _I-"';-~ 
XZ Is this partnership a direct owner of an entfly Ihat f.ied a federal Schedule M·3?.......................................... - i'=,,*=,~.

AA Does this partnership have a beneficial Interest In a trust or is it a grantor of a trust? AttaCh name, address. anaFEIN::·:-:-::-:·-." X ~.1 
Side2Form565C12006 051 I 3662064 I'" 	 . OCAPA5612l 12104/06 

---------------,::-c.,-:-.!.
J 
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CAREMORE MEDICAL GROUP e 
Schedule K Partners' Shares of Income Deductions, Credits, Etc 

Distributiv~a~hare 
(b) {c) (d) 

items Amounts,!r;om California Total amounts 
federal K \1065) adjustments using California law 

1 Ordinary Income (loss) from trade or busll1ess actlV1!ies 
(S.de 1.llfIe 23) ............................... ~1:..-_+.=-_--=:.2:..),!..:2::.:3::..:::.0~,..::O..::2:..:8:...=+____=1:.r../...;:6:..:0:..:0::...:...t-_-.-:2~,::.2::.3=1:.r../..;:6..;:2:.:B:....:.... 

2 Net .ncome (loss) from rental real eslale actIVIties 2 
Attach re<lernl Form 8825 •••••••••••••• • •••••••••••• I--:::--+--------+--------t---------

Sa Gross income from other rental activities. ....... f-:3:..:a=---+________+ _______+ ________ 
b Less expenses, Atlach sen .........• , ... , ....• , ....... ~3::,.b::.....-I---------_!_-------_+--------
C Net Income (loss) rrom oiller renla! ac\IVlIIIIS. Sublracl 

line 3b from lIne 3a ••••••••••••••••• , ••• , ••••••••• 1----=3::.:(:=--1----_____+-_______+=:......_______ 
I 4 Portfolio income (loss). See instructions: 
II 
C a Interest income. . .. . . . . .. . . . . . . . . . .1-4~a~_!_--_-=1:..::4..::1:.:;,..;;5;.;;2;;..;5;...;....I-------_!_'----....;..;...;;.;;;;;.'O";;';;;..::;...:... 
o b DIVidend income ......•......•........•.•..... 1-4:-;b::.....-t________-t-_______-t''--_______ M 
E c Royalty Income. . . . . . . . .. ................... .. ~4;.;;c:--_+_----____~:_i-------_t='---~~~....,..~
L d Net capital gain (loss) Schedule D (565). , . . . . 4d 2,280, 171. a 
s 
5 e 01her portfoho Income 

(loss). Attach schedule. , ........................... ,1-:4:,.;e:..--t_________+-_______-+=________ 
5 Guaranteed payments to partners . . • . . . . • • . . . 5 
Sa Tolal Gam under IRC Secllen 1231 6a 

(alnerthan due 10 casualty er theft) ........... , • • • • • • • , I-;:.;:.._+--------_+--------~--_----
b Total Loss under IRC Secboo 1231 6 b 

(other than due to casualty or !heft) ..... ,. ... • •• , •••••• ~:..::.-+--------_+--------r_-------
7a Tolal olher Income. 

Attach schedule. • • • • •• •••• SEE.. STATEMENT .• 6r--;7;;a;:--t ____ 7:...5::..::.O-'-,.=3...:8:..;9::...:..,1----------1 
b Total olher loss. Atlach Schedule ...................... 7 b 

D 8 Chantable conlnbllltons. See 
E instructiOns. Attach schedule. • . • • • • • STATEHENX ••7 r-:8::......_+ ___--=:.2:..:5:.0:!'..!.,,::.O...:O'-'O::..;.._!_-------+----.,;;=.;:;.:..:::..::.~ 
p 9 Expense deduction ror reenyelY properlY (R&TC SectIons U 17267 2,17267.6.17268, and IRC SecfIOIl179). Attach schedule C 9 

or worl<sheetror1'i9 deductions ............ • , • • • •• • T ~::"""-+-----__-_+____---_I___-----__ 
I 1 0 Oeduclions retaled 10 
o portrouo rncome••••••••••••••••••••••••••• , •••• '" f-';.;O:......_+________Il _+--------I--------
s 11 Other deduclions. 

Atlach schedule. • • • • • • • • • • • • • • • •• • •••••••••••• 11 
12a Interest expense on investment debts •..•.. " 12a 

I I • 
Nil b (1) Inv Income Included on Ins 4a, 4b, 4c, and line 4e above•• 1-':,.:2:.:b:..:(1)~i-__--=1:.:4:..:1::..!,..;;5:..:2:..:5:....=+-______-+___...:1=-4:..:1:::.:,:..:S:..:2:..:5:....:... 
VT (2) Inves1menl expenses meluded on bne 10 above.... .. .... 12b (2) 

13 a Vfllhhold.ng Oil pyml1ls 10 partnership allocated 10 al~ partners. ••• f-1.:;3:.;a=--I 
b Low-income hOUSing credit, , . . . . .• . ...•....•• '1-':.,:3;.::b:"'--I 
e Credlt(s) olher lhan \he credll shown on rille 13b related to renlal '{ _.,., .. 

(: real es1ate actlVllies. AUach schedule••••••••••••• , •• ••••• '3e 
R 
E d Credlt(s) related to ctller rental 
I) actlVlt.es. Attach schedule••••• 
I 

< ... < • • • .. • .. • .. .. • • • • •• 13 d 
T '4 e Nonconsernmg nonres.denl member's tax allocated 10 aU partners. '3e
S 

Olher credits, See instructions. 
Atlilr:h scheduk:•••••••••••••••••• , • , • • • • • • • • • • • • • • 14 

15a Depretiallon adjusimenl on property placed In service 
A P after 1986••••••.••••••••••..•••••••••••••••••••• I--'-~_+----__--_+-_------I__~------
Il R 
J ~ b Adjusted gain or loss........................... r:::..::...-I---------t--------i-------

c Depletion (other than oil and gas) •...••.•.... " .!-:.;::O'::--:-i_-------i_-------t--------&1 
TT d (1) Gross .ncome Irom oil, gas, and geothermal properties ••• " r-:;::,.::....\.:.(+---------+--------I--------
AE (2) allocable to 0.1. gas, and aeothermal properties •• ~:..::.=+-----_---+--------I--------X~ Oedllcbons 

e Other adjustments and tax 
preference !lems. Attach schedu!e •••••••••••••••••• _•••• 

o 
T 
H 
E 
R 

AY 
liS 23 aTola! dlSlrtbuftve Income/payment .tems. Combrne line 1 through
A I line 7 al;)o'le. From the resul~ subtrattlhe sum or line 8 through
l S Ime 123 and Itne 16a. • • • . • • • • • . • • • • • • • . • • • • • • • • • • • •• 23 5,152,113. 1,600, • 5,153,713. 

b AnalysIS by type (a) Corporate (b) Individual (e) (d) (e) , 
of partner: i Active jj Passive Partnership Exempl Or9ani:atlon Nommee! Other I 
(1) General 

partners 5,153,713. 
(2) LImited 

parlners 

.. =... 1 
CAPA5834L 12129/06 051 3663064 15rm 565 Cl 2006 Side 3~ 
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1 

CAREMORE 

Schedule L 

MEDICAL GROUP 

Assets 

Cash ..• , .....•.....••. , • , ' •••••• 
2 iI Trade notes and accounts receivable.••.. , /--..:.J...;:;..c;:.;..!...=..::=..::..r-.:..---: 

b Less allowance for bad debts .........•... 

3 Inventories.............................. I-______-li;~~ ~ Yr:~.i.'.tJr~.f. re------- 
4 U S ovemment obI t'ons ~':~~~~.i:' .. g Igal ....••.... .•. ,1---------lr=1:~t~;rti"'~I--------
5 Tax·exempt securities.............. •.... ;,N---------l;~~. ~ ''':, :.~'. 
6 Other current assets.. •..••S:I:ATEMEN'l! . 10 5,612, 008 , ~{-:,.·~.i~.t¢~~;ttr.--------

d I tat I ~~r-~:~ ,"'h:~~;Jf.~r.7 Mortgage an rea es e oans........... ~~--------1 ~,..r . .jJ,i;;.", "''',*, 1_------
8 Other inves'~enJ~ ~:'.~t~~,'.i1>~I'\'·-.•~~._~. e 

9a Buildings"~n; ~;~~; ·d;~;~~i~~I~· ~~~~~~: .:: :~:~~~~==::~~~=~==:===========~~=:-:=:-~===~.~.=~::~~~':..::;=:);=.;.=f"'==.=':=r:'~=i,=~-=·!=,I 
b Less accumulated depreciation ........• , 


10 a Depletable assets. . . . . .. .. • ... . ........ . 
 -
b Less accumulated depletion ... , , . . .. . . • I-...,,-::-;;:;;;-;-:---..~d-------+.-:----;--:;:;-:---:;-;;t--------

11 Land (net of any amortization)........ .•. :,~?;j'~fl!?~'-l::l.:'~ 'ii~t .. : :" '.:~.Jlt~, _-: ~. 


12a IntangIble assets (amortizable only) ...••• , 
 3 r 495,797. ". 
b Less accumulated amortIZation"...... . 1,834,988. 1,660,809. 

13 Other assets ...... SEE..STATEMEl:rl: .11: ,~ .. '~'rl:~:L .. >j' 1-__..;4;;.;6;.;2;;..:..,4.;;;..;;.0.;;;,0""'-/. :,' r:e________ 

14 Total assets......................... !':~i·,~.. :::::.fli~~'it£.;;:: ~~._.:'/--:-=1~O,-"..::1:.:5:.c:2:,:-,/7'3;-:6;;:..89' .:::, -, >..~. ~f;i}~~' 1-_:-,1,:-",-4;;.;9;;:..O;;.',:-:4~4,;;;.6~.
LiabilitiesandCa ital " ' -:;;~(}:o;;'__'-" I. -,". ""'1'_~':'" I.~""_""'·'-·,r~.-,t,"'.":,,,:!,":' .'p.:!"_ .; 

------'=;;;.;;.;...;;..;;...;....,;,;.;,;,.;;;....;..,;.J.,;.;;:..;"------i ... ",,' ,,~.~ ..~r:;·1~_""'~-~' /'-'------"--'--; t ~.I ~1\~ .. ',tf:~" .. 1--""'------'----',
15 Accounts payable .•.••........••••• ,••••.•'rt:,\, ).:..;.~~:..! '. _ 300,070 • ....'\.'- .•f, •• , .,,:,-,,~~t:' _'''''-________ 

16 Mortgages, noles, bonds payable In less than 1year. • . , ~ , .!. i{f' ~', ;'.L J..' 70 , 0 0 O. '. "": . . '':.;:. ';, '. r. 

17 Other currenthabihbes. .....S:I:AT~ .12 l '. ~ -. _:.;;~}rf;:' :-- 7 ,548,310. " ..... _; .-'.• -,,;;-~~r-----1-1-,5-0-0-,

18 All nonrecourse loans.... .. .. .... .... .... ' :.:;, '. ::. j~~~r"~: L _______.., , 

"'''~I J/ ... ~ "",' ....! ..... :. ~;I# r:------- 
19 Mortgages,Mtes,bondspayableiolyearormore... ",J,.,:,: ""i,Ji~ <;J::'-'~' 

r 
2,162,135. ,1-::.:-..,- ".'-, ....-~. r:-:...------- 

20 Other hablhoes " ...SEE.•S:I:ATE!>f..EJ:r.r! • J.3 . '~'i~;'~"~';"- 146 , 0 2 9 • • ;, :.' r:.:...-__...:1:,:1:.4::..t.:'l:,:3::.8::..;.... 
21 Partners' capital accounts................ ;i~;."!,- t' -74,177. l; .~'~~<:·i:.: '}.~,:~~;'r.--....:1:;.;,:..;3::--6::--4;.;;.:..'1,:-0,;;..87"-"oJ' Ilh,:'; 

22 Totalliabilitiesandcapltal.... .......... ';:':: .... '.!~'~.:- 10,152,368. . '_' 1,490,446. 


Schedule M·' Reconciliation of Income per Books Witllincome per Retum. Use total amount under Callfomia law. 

If the partnership completed federal Schedule M·3 (Form 1065), see instructions. 


1 Net income (loss) per books.........•... 
 5,152,113. 6 Income recorded on books this year not included 
on Schedule K, line Ithrougfl [me 7. Itemize: 

2 Income included on Schedule K, line 1 a Tax-exempt Interest. $through line 7. not recorded on books 

this year. Itemize: 
 -• 

3 Guaranteed payments (other than health insuTallCe)•• 7 Deductions included on Schedule K. 
4 Expenses recorde~ on books this year not included line 1 through line 12a and line 16a, 


on Schedule K, Hne 1 thru Ime Ill! and line 16a. 
 not charged against book income this 

itemIZe: 
 year. itemize: 

a Depreciation ...... $ a Depreciation. .. $ 

b Travel & entertainment $ 

c LImIted partnership lax $ 1,6'00. 
 e 

S Tolal of line 6 and line 7 .............. 

• 1,600. 9 Income (loss) (Schedule K. line 23a).
5 Total of line 1 through line 4.. _.......... 5,153,713. Subtract line B from Hne 5. . . . . . •. ..'. 5,153,713. 

Schedule M·2 Analysis of Partners' Capital Accounts 

1 Balance at beginning of year. '. . ••..•.. -74,177. 6 Distributions: a Cash. . • . • . • .. •.. • /-_.::.3,L'.:.,7=1=.3.!../::.2::,2;:,8;:,... 
2 
3 

Capital contributed during year. .• , •.••••.• >-______-1 
Net income (loss) per books........•... , 5,152 1 113. 

7 Other decreases. 
Itemize: 

b Propert)l ......... • 1-'----- 
.4 Other increases. Ilemjz~: 

• 
8 Total of line 6 and line 7.............. 

e 

3,713,22B. 
5 

Side 

Total of line 1 throu h fine 4 

4 Form 565 Cl 2006 

...... _..... 

o51 I 
5 r 077,9:3 6. 

3 6640 

9 

64 

Balance at end of ear. Subtract IilleS fronrlln'eO:'

13J3 
"-'~'::r; :HiL7oif. . 

CAl"A5S34!. 12129106 

EXHIBIT: , .? .. 
PAGE 9 ,OF. Q.



eTAXABLE YEAR 'CALIFORNIA SCHEDULE 

2006 Capital Gain or Loss 0(565) 
Name as shown on retum Secretat)' 01 Stale FII~ Number 

CAR MED:tCAL GROUP 

P·,q~'~e~ 
(b) (c) (d) . :r.<o....~ ~ ~I::' Date acqurred Date sold Saies pnce Gain 0055) 

~:~~:~::; of ,.>mpany 
(mo., day, yr.) (mo., day, yr.) See instructions. See (d) minus (e) 

l:U\~T!<'! AD': 1.1: VARl:Ou;;; 2/26/06 744,000.• -744000 
I~ ....~.......n ... .". At;;SETS ~T'T'F."OFF VARIOul:i 2/28/06 2,075,368. -2,075368 

I 

! 

~ 

1 Enter line 1, column (f) totals here.•...............•...•..•.•..••••.••.........••.•.•. , , • . . . . •. . .•. ,... , -2,819,368. 
2 Capital gam from installment sales, from form FTS 380SE, fine 26 or hne 37. . . . . . . . . . . . . . . . .. ..••........ 2 _______ 
3 Partnership's share of net capital gain (loss). including gains (losses) from LLCs, partnerships. fiduciaries, 

and S corporations. . • • • . . . • • . . . . . . . . . . . . . . . . . . . . . • . . . • . . . .. . . . . . • . . . . . . . . . . . . • .. . ....... "... ........ 3 
4 Capital gain distributIons................................................ ...••........ ..•.. ••...•••. 4 
5 Net capital gain (loss). Add line 1, line 2, line 3, and line 4. Enter total here and on Schedule K, fine 40, and 

each partner's share on Schedule K-1 (565). fine 4d. . ............................ ;""".!.'" ., •• , ........... ,._......5 ... 2,.2.60 f 1'11_~.. 

CAPA5901l 12104/06 051 I 7791064 Schedule D (565) 2006 

_______ 

EXHIBIT: __ 

PAGE ~~~~~ OF Z = 



2006 CALIFORNIA STATEMENTS PAGE 1 


CLIENT 80017 CAREMOREME~CALGROUP 

8'15'07 

STATEMENT 1 
FORM 565, PAGE 1, LINE 5 
ORDINARY LOSS FROM PASSTHROUGH K·"S 

CAREMORE MEDICAL MANAGEMENT COMPANY 
10000 LAKEWOOD BOULEVARD DOWNEY, CA 90241 
95-4420935........ ..... .... .... . .................................................... , -i-$__T-I0;<-t:,~O~30'"'""". 

TOTAL ~$=====10::::!,=O;:30::=. 

STATEMENT 2 
FORM 565, PAGE 1, LJNE 10 
OTHER INCOME 

EMPLOYEE PHYSICIAN & EXPENSE REIMBURSEMENTS.... . ................................ $ 360,468. 
EXPENSE REIMBURSEMENT - TRANSACTION COSTS............... . . ...................... . 2,000,000. 
OTHER OPERATING INCOME................... ........................ . " ........... . ........ . 6,588. 

TOTAL $ 2,367,056. 

STATEMENT 3 
FORM 565, PAGE 1, LINE 21 
OTHER DEDUCTIONS 

DUES AND SUBSCRIPTIONS................................ ,.... ................................ $ 250. 

INSUR.liNCE........................................................................................... 71,663. 

LEGAL AND PROFESSIONAL....... ....... ....... ......... ........ ... ........... .......... .......... 14,495. 

LOSS - INSURANCE SETTLEMENT..... .......... .......... .............. ......... ......... ...... 400,000. 

MANAGEMENT FEES.................................................................................. 309,573. 

MISCELLANEOUS. ............. .......... ......... .......... ......... ............... ............ ..... 4,323. 

PHYSICIAN CONTRACT SERVICES, .................... ,.......................................... 26,208. 

PHYSICIAN CREDENTIALING............. ,. .......... ............................................. 1,207. 

PHYSICIAN EXPENSES........ ... ....... ......................................................... 2,460. 

TAXES: PAYROLL TAXES...... ........................................................... ............ 35,521. 

TELEPHONE.................................................. ........................................ 3,926. 

TRANSACTION EXPENSES................................ ,............ .................... ........ 118! 684. 


TOTAL ::::$====9::::88=':::,31=:0=:. 

STATEMENT 4 
FORM 565r SCHEDULE A, LINE 5 
OTHER COSTS 

CONTRACTED OVERHEAD......... ............................................................ ..... $ l r 516 r 474. 
PROVIDER FEES (IPA) .......................................................................... . 2,123,785. 

TOTAL $ 3,640,259. 

EXHIB 
 flo 

PAGE--1-__: 0F -~=----



2006 CALIFORNIA STATEMENTS 

CLIENT 80017 
8/15/07 

CAREMORE MEDICAL GROUP 

STATEMENTS 
FORM 565, ITEM P 
PARTNERS IN ANOTHER PARTNERSHIP OR LLC 

ENTITY I.D. 
NAME OF ENTITY NUMBER 

CAREMORE MEDICAL MANAGEMENT COMPANY 95-4420935 

STATEMENT 6 
FORM 565, SCHEDULE K, LINE 7A 
OTHER INCOME (LOSS) 

CANCELLATION OF DEBT................. ................................................... , . . .. -t-$_---::7'*5~O1..".3~B9~. 
TOTAL =$====7=50=,=3=89"",=' 

STATEMENT 7 
FORM 565, SCHEDULE K, LINE 8 
CHARITABLE CONTRIBUTIONS 

CASH CONTRIBUTIONS - 50% LIMITATION.................................................... T$_~2~50~r~O~OO~. 
TOTAL =$=====2:::;;5O~,=OO=O=, 

STATEMENTS 
FORM 565, SCHEDULE K, LINE 19 
NONDEDUCTIBLE EXPENSES 

FORM 565/568 TAX ................................................................................ $ 1(600.
TOTAL $ 1,600. 

STATEMENT 9 
FORM 565, SCHEDULE K, LINE 22 
OTHER REPORTABLE ITEMS 

PROPORTIONATE INT. OF AGGREGATE GROSS RECEIPTS................................... $ 7 (455,688. 


STATEMENT 10 
FORM 565, SCHEDULE L, LINE 6 
OTHER CURRENT ASSETS 

BEGINNING ENDING 

INTEREST RECEIVABLE................. ...................... ,............. $ 22,906. $ o. 

NOTE RECEIVABLE - CIS..................... ............................ . 3,800,000. O. 

OTHER CURRENT ASSETS.......................•............•...... , ......•.. 92,153. O. 

PREPAID EXPENSES....... ,.. . . .. . .. . . . .. .... .... . ...................... . 249,266. O. 

RECEIVABLE - PARTNERS ............................•...................... 1,447 (683 • ..,.-____+=_ 


TOTAL $ 5, 612 ( 00 S. .~========~"'I 

EXHIB V 
PAGE_____.-OF =_D.. 

---------------------. i 



2006 CALIFORNIA STATEMENTS PAGE 3 

CLIENT 80017 
8115107 

CAREMORE MEDICAL GROUP 

STATEMENT 11 
FORM 565, SCHEDULE L, LINE 13 
OTHER ASSETS 

BEGINNING ENDING 

INVESTMENT - CAREMORE INSURANCE SERVICES, INC...... ........ $ 4,900. $ 0; 
INVESTMENT - CMMC.. . . . . . . . . . . . . . . . . .... . .. . ... . ................... . 457,500. =-___..;O~. 

TOTAL $ 462,400. =$=====,0=. 

STATEMENT 12 
FORM 565, SCHEDULE L, LINE 17 
OTHER CURRENT LIABILITIES 

BEGINNING ENDING 

ACCRUED EXPENSES........ ............... ......... .................. ..... $ O. $ 11,600. 
ACCRUED MANAGEMENT FEES........... ......... ........................ . 3,524,348. O. 

ACCRUED PAYROLL.. ................................ , . .. .................. . 215,055. 0. 

INTERCOHPANY - CMMC............. ....................................... . 25,482. 0. 

INTERCOMPANY - OTHER ENTITIES......... .......................... . 1,806,253. O. 

PROVIDER FEES PAYABLE (IBNR}.......... ...... ................... .. 1,870,841. O. 

UNEARNED CAPITATION REVENUE....................................... . 106 f 331. -z---~~"",,O-'-'


TOTAL $ 7,548,310. =$==1=1==,=60=0=. 

STATEMENT 13 
FORM 565, SCHEDULE L, LINE 20 
OTHER LIABILITIES 

BEGINNING ENDING 

PARTNERSHIP INVESTMENT - CAREMORE MEDICAL MANAGEMENT CO $ 146,029. ~$_-;:.11:;::..;4;.t-(;.;13~8-'-. 
TOTAL $ 146 r 029. =$=====11:=4==,::;;:13=8=, 

., 

EXHI 

PAGE_-w--



Appeal of Arturo and Maria D. Lopez 

Appeal Case ID No. 740943 

Submitted by: D. Todd Watkins, Tax Counsel 

For: Respondent, Franchise Tax Board 

ExbibitcC 

The 2007 Partnership Return of Income (form FTB 565 (2007)), (exclusive of Schedules K-l 
for the 38 partners) filed by Caremore Medical Group. The Schedule K-l (565) filed for 
partner Arturo Lopez, M.D., Inc., was previously submitted as an exhibit to Respondent's 
opening brief. 

Total pages - 9 



B Principa! lIct or 
(same as federal) 

SEflVlCE 

DLN: ..-..-, 

REQID~ Page 1 of 171 
FL DT: 10/15/2008 Total Pages in Rellirn 171 
TAXABLE YEAR CALIFORNIA FORM 

2007 Partnership Return of Income 565ODisa,~ter 

For calendar year 2007 or fiscal year beginning month 2007·01·01 
A Pr'ncipal business activity name 

(same as federal) 
Partnership name (place label within block or type or print) 
CARE 

MEDICAL GROUP 

DBA 

no,) 

and ending month 

Check box if name changed C 

( Check applicable box 

(1)0 Initial return 
(2)~ FINAL (3)OAmended 

RETURN return 

=-__~'!'!!!___.-J-""'~J.>!!i'----------IH:5eCr:etar:fof~;(sDsifilerir";;;''Tl;ijbeerr------1 

Caution: Include only trade or business income and expenses on line 1 a through line 22 below See the instructions for more information. 

Income 

Deduc
tions 

Enclose, 
but do not 
staple, any 
payment 

Pay
ments 

Amount 

1 a Gross receipts or sales $ b Less returns and allowances $ .... c Balance • 1c 000 
2 Cost of goods sold (Schedule A, line 8) . , ..... ,., .. , ....... ' ... , ..... , ... , "'" . ", ... , .... ,., .. 2 00 
3 GROSS PROFIT. Subtract line 2from line 1 c ... .... . ..... , .. , ....... ,., ... , .. . . ... , . ... , ... 3 00 
4 Total ordinary income trom other partnerships and fiduciaries. Attach schedule ........ , . . , . . . . ......... 4: 00 
5 Total ordinary loss from other partnerships and fiduciaries. Attach schedule .. , .... "., ... ............ : 5 00 
6 Total farm protit. Attach federal Schedule F(Form 1040).. ., ............ ,.,., ............. , .... " . 6 00 
7 Total farm loss. Attach federal Schedule F(Form 1040). ,.' ........ , .. , ..... "",." .............• 7 00 
8 Total gains included on Schedule 0-1, Part II, line 17 (gain only) ... , . , . , ...... , . , , .. , . , ... , , , ... , , .• 8 00 
9 Total losses included on Schedule 0-1, Part II, line 17 (loss only) .. , . , ' , ...... , ... ••• < •• ,., ••• ...• 9 

10 Other income, Attach schedule. , . , .......... , .... , , ..... , .......................... , .. , . , . , .• , 10 
: 

11 Other loss. Attach schedule ..... , .... , ............ ................. , .. ", ..................• 11 

• 12 Total income (loss). Combine line 3 through line 11 ... .,', ........ , ........ ,' . , ...... . . . . . . . . , . . • 12 00 
13 Salaries and wages (otherthan to partners).. . . . . , . , . . ., ...... .... ,., .... , . . ' ...... , , . , ..... ' . 13 00 
14 Guaranteed payments to partners ..... ' .. ' ... ,."., ...... ,. , , ........... .. ",., .. , . . . . ..... - , 14 00 
15 Bad debts, , .............. , ............... ., ... " ' ... """., ...... , , .... ,., ... , . , .. 15 00 
16 Deductiole interest expense not claimed elsewhere on return ... , . , .......... , ... , , . •• y." ,., .. , ,., .. • 16 • 00 
17 a Depreciation and amortization, Attach form FTB 3885P $ 

b Less depreciation reported on Schedule Aand elsewhere on return $_ , ... , c Balance. 17c 00 
18 Depletion, Do not deduct oil and gas depletion. , ... ,', .. " ..... ....... , ... .. " .. , ..... . ..... 18 00 
19 Retirement plans, etc. ,." , ....... , ..... , .... , ." ....... , ...... ,.,.; , ., .. " ......... , ... 19 00 

• 20 Employee benefit programs . .... , . ....... , . .. , . .. , . ,.,., . . . .. . . . . . . . . . , . " . , ..... , ... , . ' .. • 20 00 

I 21 Other deductions. Attach schedule .... , .............. " .... ••• , ••••• < ..... , .... . ,., .. . . . . •• 21 611191 00 
22 Total deductions. Add line 13 through line 21 , .......... , ... , .......... ,." .... ...... , . , ... . . • 22 611,191 00 
23 Ordinary income (loss) from trade or business activities. Subtract line 22 from line 12 ..... .. ' . . . .., . ... 23 -611,191 00 
24 Tax  $800.00 (LPs, LLPs, and REMICs only). See instructions.... ...... ,.' .... .... . '. ' 

..... .... 24 00 
25 Nonresident withholding credit ($800 maximum). See Instructions .. .. , ... ! 25 100 

•.. ',> ·.·.·..ir ....26 Amount paid with eX1ension of time to file return (form FTB 3538) ..... , ... , I26 ! 100 
27 Total payments. Add line 25 and line 26 . , ... , ................................... ...... ... , ..... 27 00 
26 Tax due. If line 24 is more than line 27, subtract line 27 trom line 24 ... , .. , . , ............. , , , ......... 28 00 

: 
.... i 2929 Use Tax. See instructions.. , .. , . , ... , .. ..... ~ , .... , .............. ~ .. , ......... ~ . , .. , ... 000 

Due or 
Refund 30 Refund. If the total of line 24 and line 29 is less than line 27, subtract the total from line 27 .,. 30 

31 Penalties and interest. .......... ; ...•.... , .............. , , , .................. , .... . 
32 Total amount due. Add line 24, line 29, and line 31, then subtract line 27 from the result. 

Make the check or ..... 32 
Under penalties of perjury. I declare return, i . accompanying schedules and statements, and to the best of my knowledge and belief, it is true. 

Please correct, and complete. Declaration of preparer (other Ihan taxpayer) is based on all information of which preparer has any knowledge. 
Sign 
Here JOHN KEIPP MO INC Partner 

Paid 
Paid Preparer's 

WallacePrepar- I~~~~--~~~~------------------------------~~~~~--------~~~ 
er's Use Firm's name (or 

Only yours if self- • 
employed) 
and address 

For Privacy Notice, get form FTB 1131. 3661073 

I 

2008-10-15 

Telephone 

) 3235496900 

Form 565 C1 2007 
EXHIBIT; (j 
PAGE ......':....--_ OF -~~..p..--



DLN: 

REQI Page 2 of 171 
Total Pages in Return 171 

Schedule A Cost of Goods Sold 

Inventory at beginning of year. . . . . . . . . . . . . . . .. . .................. , ........ '.,.,"" .,." .... . 
2 Purchases less cost of items withdrawn for personal use. . . . . . . . . . . . . . . . . . . . . . . . . . . , , , .... , , , . 
3 Cost of labor... , ........ , ... ' . . . . . .. . .. , , , , .. . .......... , .... , .... ,., ..... ".,., ................ . 
4 Additional IRC Section 263A costs. Attach schedule .. , ... , ........... , . , ...... , ...... , , .. , . , , .. , ........... . 
5 Other costs. Attach schedule. , .. , . , , ....... , , .. , , . , , . , ... , . , . , ... , , . , . . . . .. . ... ,., .. " ....... , .... , .. , 
6 Total. Add line 1 through line 5 .. , , . , , .... , ..... , ...... , ' , . , .... , . . . . . . . . .. , .... , ..... ,.,",." ... , ... . 
7 Inventory at end of year. , .. , ..... , . , .. , ... ' .. , .. . .... , .. , ............ ,., .......... , .... ,., .... ,.,.,'. 
8 Cost of goods sold. Subtract line 7 from line 6. Enter here and on Side 1, line 2, .. , , ....... ,.".,. .., ......... , .. 

1 00 
2 00 
3 00 
4 00 
5 00 
6 00 
7 00 
8 00 

9 a Check all methods used for valuing closing inventory: 
(1) DCost (2) Lower of cost or market as described in Treas. Reg. Section 1.471-4 (3) CWrite down of "subnormal" goods as 
described in Treas. Reg. Section 1.471-2(c) (4) D Other, Specify method used and attach explanation __________ 

b Check this box if the LIFO inventory method was adopted this taxable year for any goods. If checked, attach federal Form 970 . ..,... D 
c Do the rules of IRC Section 263A (with respect to property produced or acquired for resale) apply to the partnership? ........ , .. ". DVes rtNo 
d Was there any change (other than for IRC Section 263A purposes) in determining quantities, cost, or valuations between opening 

and closing Inventory? If "Ves," attach explanation. ,., , ... , ... ' , , . '. , , ,.,' .. , .... , , ... , ... , ....... , ...... , ... , . , DVes ctfNo 

J What type of entity is filing this return? Check one only: 

• 1 111 General partnership 
.2 D Limited partnership required to pay annual tax (is doing business in California, is registered with SOS, or is organized in California) 
.3 D limited partnership, limited liability company (LLC), or other entity NOT required to pay annual tax (is not doing business in California, is not 

registered with SOS, and is not organized in California) 

.4 D REMIC 

.5 0 Limited liability partnership 

.6 D Other (See 


K Enter the maximum number of partners in this partnership at any time during the~, (Be sure to attach a California I 
38Schedule K-1 (565) for each partner) .lHs. ,FJ!I{c! .by,MJ!glJl!(ir;o,r Mq~·~ Ml101iqU........... , ..... , , , ........ , .... ' ....• 


Totaf K-lsfiled by .tfagnetic or l'vfass Media 


L Is any partner of the partnership related by blood or marriage to any other partner? ...... , ...... , ............. , ... , , .. , . , . , • 
M Is any partner 01 the partnership atrust for the benefit of any person related by blood or marriage to any other partner? .... , . , . .. • 
N Are any partners in this partnership also partnerships or LLCs? , ... , ... , .... , ... , .. ,. . ....... , ............. ,", ..... ,.' 
o Does the partnership meet all the requirements shown in the instructions for Question O? . , . . . , .. , ... ' .. , , ...... , ' 
P Is this partnership a partner in another partnership or LLC? If "Ves," attach astatement with the name(s) and FEIN(s) of each entity .. , , 
Q Was there adistribution of property or transfer (for example by sale or death) of a partnership interest during the taxable year? 

If "Ves," see the federal instructions concerning an election to adjust the basis of the partnership'S assets under IRC Section 754 . , ..• 
R Is this partnership a publicly traded partnership as defined in IRC Section 469(k)(2)? .... ,., .. , ... , ....... , .. "." ........ , 
S Is this partnership under audit by the IRS or has it been audited in a prior year? , ',' . ' ...... , . , , , ... , . , , ........ , , , ... , .. , . , . 
T (1) For this taxable year, was there a change in control or majority ownership for this partnership (or any legal entity in which it holds 

acontrolling or majority interest) that owned or leased real property in California? , . , , , ........ , , . , .. , .. , ........ , , , . , .• 

(2) 	 For this taxable year, did this partnership (or any legal entity in which it hods acontrolling or majority interest) acquire control or 


majority ownership of any other legal entity that owned or leased real property in California? . , .•....... , , , , . , , , ., ,.,',.,. 

(3) 	 If this partnership (or any legal entity in which it holds a controlling or majority interest) owned orieased rea! property in California, 


has more than 50 percent of the partnerships interest cumulatively transferred in one or more transactions since March 1, 1975, 

WhiCh was not reported on a previous year's tax return? , ... , . . . , ... , . , , . , ' • 


(Penalties May Apply - See Instructions,) 
U (1) Does the partnership have any foreign nonresident partners? .. ,. ,. , .... , . , , , , .... , ... , .. , . , .. , . , .. , . ,. ,." .• 

(2) Does the partnership have any nonresident partners? , , . . . . . .. . .,., .. ,',." ... , .. ,.,.. , . , .. , , .. , .. .,.,.". 
(3) Were Form 592, FO(i1l592-A, and Form 592-8 filed for these partners? .......... , .. , .. ' .. , ... , ...... , , , , . , . , .. , ... ' .• 

V Is this an investment part'nership? See General Information 0, Investment Partnerships, in the instructions..... , .. , , , , . , , , • 
W Is the partnership apportioning income to California using Schedule R? , . , . , ... , .. , .. ,', ... ,',.,.,', ........ , .... ,.,', .• 
X Has the partnership included aReportable Transaction or Listed Transaction with this return? 

(See instructions for definitions.) If "Ves," complete and attach Form 8886 for each transaction ..... ,", .. , .. , ........ ,', .. , .• 
Y Did this partnership file the Federal Schedule M-3 (Form 1065)? .. .. . .. ... ,., .. , ... ' .. ,..... ..,.,', ... , ...... , ..... , .• 
Z Is this partnership adirect owner of an entity that filed afederal Schedule M-3? . , ... , ... , . , .. , . , ...... , .. , , , ..... , .... , , , .• 
AA Does this partnership have a beneficial interest in a trust or is it agrantor of a trust? Attach name, address. and. FEIN, , , ... , ... , .•• 

Ves No 
.; 
.; 
.; 
.; 
.; 

.; 

.; 

.; 

.; 

.; 

.;~-

.; 

.; 
! .; 

! .; 

.; 

.; 

.; 
I .; 

'
Side 2 Form 565c1 2007 	 3662073 

EXHIBIT: ~C;__~r----_ 
PAGE at OF _t#.-\r-l__ 



DLN: .......-... 

REQI~ Page 3 of 171 

FL DT: 1011512008 Total Pages in Retarn 171 
Schedule K Partners' Shares of Income, Deductions, Credits, Etc 

th 

.9 

.. 0> 
E o 
c 

(d)(al 	 {b} te) 
Total amounts usingDistributive share items 	 Amounts from California 

California lawtederal K(lD65) adjustments 

1 Ordinary income (loss) from trade or business activities, , , ,. , ... , , , , . , , ., f---!1W-___--.:-6~11.:.:.,1:.:9:.:.1+_-----..::Dt_----...:-6:.:.1"-'1,..:.;19:..:.1 

2 Net income (loss) Irom rental real estate activities. Attach federal Form 8825..... ~2,-+______+-_____-+-_______ 

3 a Gross income from other rental activities, .. , . , . , , , .. , .... , ... , ... f--"-3!:,,3-c-:______+_ 

b Less expenses. Attach schedule .. ,., ... " ... , .... , ... , .... ,.,' ,---!!!3b!...ji_____-'-____---1f--_____ 

c ~~~nl~:em3ea(IOS~: f~om .ot~~r rental ~CliViti~~., S~btr~~t.l~ne ~b, , ... , ... If-..-!!3.!!.,c-i-_____-r______-t-"'e:....-______ 

4 Guaranteed payments to partners .......... , , ... , ........ , .... ' , ., ----=44 ______+-_____-+-""e:....-______ 


5 Interest income .. ,.,., .. " ... "., .. , ......... "., .... , ....... , i-i-'54 7::1 7;;;;,2,,;;,;98;,,::.5
____..:..2,;:;,98:.:5t-_____-+-""e:....-___--:.

6 Dividends"""""".",.""""""". .,""",',"", .. , f--.-.-!6!....:..i______+-_____-+""e:....-______ 
7 Royalties"".",.",." "', .. ,"",",',', .. ,.,.,.,""'" r---l7-+_____----l______+-'e~______ 
8 Net short-term capital gain (loss) Schedule D (565) , , , , , , , , ' . , , . ' , , . " i---.!!8!.....i-------+------f------ 
9 Net long-term capital gain (loss) Schedule D (565), . , . , . , , , ' . , " "", LLL-__--=:2,l::.DO:.:O:!:,O~OO::.,!------+-----2;;;;"O:.::O:.:.O!.:.,oo=o 

10 	 a Total Gain under IRC Section 1231 (other than due to casualty or theft)". L.lJm.1'______-+______+e~______ 
b Total Less under IRC Section 1231 (other than due to casualty or theft).,. 1.!.!0!!!bt-______+------¥e:....------ i-i 

1 a Other portfolio income (loss). Attach schedule. ' , , ' . , , , , . , . , ' , ' . " f-1.'...!1C!!aL-_____-I-_____+e~______ 
b Total other income, Attach schedule. ' . , , , , , . , . , , . , . , . , . , ' , , , , , ',', l.1.1!4+-_____-+______+-_______ 
c Total other loss. Attach schedule. , , . , . , , . , , , , , , , . , , , , , . , , .. , , ! 11 cI 

12 

13 

Expense deduction for recovery property (IRC Section 179 and R&TC 
Sections 17267.2, 17267,6, and 17268), Attach schedule, , '" , , , , , , " 

II Chantable contributions, See instructions, Attach schedule,.""",. 
b Investment interest expense .. " , , , , , , ",., ... ,., " . , , , """. "" 
c 1 Total expenditures to which IRC Section 59(e) election may apply, Attach 

schedule. , " 
2 Type of expenditures _______________ 

d Deductions related to portfolio income .. , , , , , , . , .... , , . . , , , , , " "f 

e Other deductions. Attach schedule. , .. , , ... , , . , , . , , , , , 

'--'-"'-12t---_____+-____--=-Dr-______ 
f-i1~3!!<a't_--_--_+-------'0't_-------

r!.!,!13""b+-______+------¥e:....------ 
I 
f-i1~3"-c1't___-_."...,._ _+_,._~."......_,_~0t--..,__--_,___..,... 
,-2:1"'3~02'f__·----, ',---'--:.."'_-'-1__'--:-.•-.-t---:.."':-----"'-.;,,;,, 
I'.!.!!>!13d't_-----_+-------'O+-------

13e 0 

15 a Withholding on payments to partnership allocated to all partners. , , , _, , ., 
b Low-income housing credit , , ' , , , , , , ' . , . , , . , ... ' , , , , , ' , , " 
o Credits other than the credit shown on line 15b related to rental real 

estateactivities,., ........ " .,.,.," ""',.' .,""" 
d Credits related to otherrental activities, , , , , , , . , , ., ". ,. , .... " 
e Nonconsenting nonresident members' tax allocated to all partners, , , , , , 

" " " " 

,...!.!,!15!!<a+-""_"....-':....-.,...-+-_++-+-__+-----+-------
' 15b '; C' "J;:.i"~C ,:. 

i rt.;;:\" "," " .', 
150 ••2->;.7, ':", .,,',,' 

i 15d< ,(;: •••.' •..:' ,'.'..,•••••.;;"'.' I 
15e .'. " ,.', .'j. '. ,-.····eJ 

1 Other credits, " , ." . , ".".... .. .. .. .. 151 '. ',"".", ',. ,",' • 

g '" 17 a Depreciation adjustment on property placed in service alter 1986 , ' , . , , , , , , 17a 

.~ i b Adjusted gain or loss , .. , , . ,. ,. , .. ,., ... " .... ,." ........ ," 17b o 
:E =- D I' (th h 'I d ) , '. ! 170.. ..... c ep etlan 0 er t an 01 an gas"""""""""", 
~ ! i d Gross income from oil, gas, and geothermal properties. '" , ' , , , . , f-i.-'-'17""d+-______+-------t------- 
~ .; • e Deductions allocable to oil, gas, and geothermal properties, .. , , , . , . . ~17'-"+e_______t_-----_+_-----
S~ I 	 ;

, .... , .. . 

_ I Other alternative minimum tax items, , , , , , , . , . , , , , , , , , , , . , , , .. , , , , . 171 

11 B a Tax-exempt interest income, , . , ' , . , , ..... , , , , , , , , , . ' .. , , , ... ' , . , . 
 18a 

c b Other tax-exempt income, , , , , , , " , " "".,"",.,.".,', .. ,",. 18bo • 
18c 3,133, 3,133 

19 a Distributions of money (cash and marketable securities), ' , 
c Nondeductible exoenses , , , , , , , , , , , . ' , , , , , , , ' , , . , , , , , , , . , . , . , , , , . 

19a 2,823,369 2,823,369 

b Distribution of orooertv otlier than mone, , ' , , , ' , , , ... , , . 19b 

20 a Investment income, , , , 
 20a 72985. 72 985 

b Investment expenses , , , , . , , :lOb 

c Other information, See instructions . , , , , . , , . ,. ", .. ".. 20e 


21 a Total dislributive income/payment items, Combine lines 1, 2. and 3c through 11 c, i 


From the result subtract the sum of tines 12 through 13e, .. """,.. ., • 21 a 
 1461794 e 1461794 

b Analysis by type (a) (b) Individual (e) (d) I (e) I 
of partner: Corporate i. Active ii, Passive Partnership Exempt Organization: Nominee/Other 

1,461,794(1) General partners I 
(2) Limited partners I i 

3663073 EXHIBIT:~-R;r~565C1..2007 Side 3 

PAGE ,3 OF _~-+._-';"""'.,. 
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DLN:_ Page 4 Ilf 171 

REQlD: Tota! Pages In Retllrn 171 
FL DT: 10/15/2008 

Schedule L 	 Balance Sheets. See the instructions for Question 0 before completing Schedules L, M-1, and M-2. 
Beginning 01 income End of income year 

Assets (a 
Cash. 1,490,446 

2 a Trade notes and accounts receivable. . . . . . .. . I---------I--------f__--------,-I---'----'--- 
b Less allowance for bad debts ................ I-'--...,...,,----!....t--------~--,.....,.-.,.....,..,......;--I--------

3 Inventories ................................ . 

4 U.S. government obligations .................. . 

5 Tax-exempt securities. . . . . . . . . . . . . . .. . ...... . 

6 Other current assets. Attach schedule ............ . 

7 Mortgage and rea! estate loans ................ . 


8 Other investments. Attach schedule.............. I-'----'-.......:--'__;.;..",..;-I----,---,_---,-,-_-,-I---"-'-~"'-'-''-'-~--I----,---:-_,_-...".:_:_-
9 a Buildings and other depreciable assets ....... I-:-______+-'-_"--~_'____I-:-_____---,+"--"'__--'-'-~-'--

b Less accumulated depreciation .............. 1-'-______'-1-_-,-_-,-___1-'-_____---'-1---:---:-_-,---:-__ 


10 	 a Depletable assets ......................... :-,---------I--'---~..;;..;;.:...--'---f__-----____,-I--'--"-'-.......:-'-----
b Less accumulated depletion ................. i-'---,---,--,---:-+-------I-'-----,---,-,!+------

11 Land (net of any amortization) ............... . 

12 a Intangible assets (amortizable only) ........ . 


b Less accumulated amortization 

. 

: 

13 Other assets. Attach schedule .................. 1 

14 Total assets ................................ t 
liabilities and Capital 

15 Accounts payable ........................... 
16 Mortgages, notes, bonds payable in less than 1 year 
17 Other current liabilities. Attach sChedule ......... . 
18 All nonrecourse loans ....................... . 
19 Mortgages, notes, bonds payable in 1 year or more. 
20 Other liabilities. Attach schedule ... . 
21 Partners' capital accounts .................. ,. 
22 Total liabilities and capital ..................... : 

Schedule M-1 	 ReconCiliation of Income per Books With Income per Return. Use total amount under California iaw. 
If the partnership completed federal Schedule M-3 (Form 1065), see instructions. 

.............. -'-,..,----.,.--!....t--------~--____-........,,.,.._'--I------- 

Net income (loss) per books. , .... , ,. . .......... . 1,458,6616 Income recorded on books this year not included 


.... ; ...................................• 1 


5 Total of line 1 throuah line 4 .. , . ." ...... .. ,.,' .. 1,461,794 	 1,461,794line 8 from line 5....... , ... .... " ....... . .... 


Schedule M-2 Analvsis of Partners' Capital Accounts 

1 	 Balance at beginning of year ...... .. , .. , ..... , 1.364,708i 6 Distributions: a Cash. ... . .. . ., .... " ..... .1 2,823,369 

2 	 Capital contributed during year ..... " .. , . . ,. , b Property ... .. , 	 .. . ",., .. , , . .1• 
1,458,661 i 73 	 Net income (loss) per books ....... ... , .... , ... , . 
 Other decreases. Itemize ..... . . 

4 	 Other increases. Itemize . , .. ,"'" y •••• , •••• ,., • , .. ,., ..... ,' .. " .... ,. ' . .............. , . 

. , 	 . . .. .. , ..... . , .. "., .. , , .. ,., .. , ." .......................................•
L... , .......... ,., ..... ,., ............. , 
 B 	Total of line 6 and line 7 ..... ,., ..... ' .. , ... , .. , ! 2,823,369• 

5 	 Total of line 1 through line 4 ..................... I 2,823,369 9 Balance at end of year. Subtract line 8 from line 5..... I 


2 	 Income included on Schedule K, line 1through 
line 11 c, not recorded on books this year. 
Itemize.....................................• i 


3 	 Guaranteed payments (other than health insurance) .... 
4 	 Expenses recorded on books this year not 

included on Schedule K, line 1 through 
line 13e. Itemize: 
a Depreciation $ .... . ...... . ... 
b Travel and entertainment S 3;133...... 

C Limited partnership tax $ , ....... 
3,133 9 Income (loss) (Schedul.e K, line 21a). Subtract 

on Schedule K, line 1 through line 11 c. Itemize: 
a Tax-exempt interest $ ........ . 

.. , ........ , ..... , ...... , .. , .. , ........ • 
7 	 Deductions included on Schedule K, line 1 through 

line 13e, not charged against book 
income this year. Itemize: 
a Depreciation $ ............... 


... , . ... , .... , ...... , , ... .. ,., ......... ,
~ .:....... ~ ..... ..- , ....... ... , , , .. ' ........ 

8 Total of line 6 and line 7 , ....................... 


Side 4 Form 565 C1 2007 	 3664073 EXHIBIT: b t1 
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Page 5 of 171 

REQID: 363GKB 

CAREMORE M 
Tolal Pages in Return 171 

TAXABLE YEAR CALIFORNIA SCHEDULE 

2007 Capital Gain or Loss D(565) 
Name as shown on return I Secretary of Stale (SOS) file no. 

CAREMORE MEDICAL GROUP 954408826 

FEIN 

(a) IDescription of property, 
Example. 100 snares 7% preferred of "Z" Co. 

(b) 
Dale acquired 
(me.. day, yr.) 

(e) 
Date seld 

(mo., day, yr.) 

(d) 
Sates price 

See mstructions, 

(e) 
Cost or other basis 
See instructions. 

(f) 
Gain (lOSS) 

(d) minus (e) 

1 SALE OF CME STOCK VARIOUS 2007-03-31 2,000,000 2,000,000 

Enter line 1, column (f) totals here .................. , . . . . . . . . . . . . . .. . ............................... . 2,000,000 

2 Capital gain from installment sales, from form FTB 3805E, line 26 or line 37.. . ........................................ . 2 
3 Partnership's share of net capital gain (loss). including gains (losses) from LLCs, partnerships, fiduciaries, and Scorporations. , .. . 3 
4 Capital gain distributions .................................................................................. , .. 4 

5 Net capital gain (loss). Add line 1, line 2, line 3, and line 4. Enter total here and on Schedule K, line 8 and line 9a, and each partner's 
share on Schedule K-1 (565), line 8 and line 9 ......... , ...... , . , .. , ........... , .. , ................ " ........... . 5 2,000,000 

TAXABLE YEAR CALIFORNIA FORM 

2007 Depreciation and Amortization 3885P 
Name as shown on return ISecretary of Slate (SOS) file no. 

IFEIN 

Assets placed in service after 12/31/06 (depreciation): Depreciation of Assets Amortization of Property 
Intangibles placed in service after 12131106 (amortization): 

(a) (b) (e) (dl I (e) I (f) (g) 
(h) ,I (i) 

Description of property : Date placed Cost Or MethOd life or : Depreciat;on for Code Penoo or AmOrllzallon to
I in service other baSIS of figtJri~9 : rate thiS year section percentage: Ihis year 

de~JrE~'clat!on 

1 ! 

I 

! 

1 Enter line 1 , column (I) and column (i) totals here, , ... , ... , ..... ... , ..... '" . 1 
~-

Depreciation 
Be sure to make adjustments for any basis differences when calculating Depreciation, 
2 California depreciation for assets placed in service before January 1,2007 ........ ' ......... , ... , .... , . . . . . . . . . . . . . . . . .. 2 ______ 
3 Total California depreciation, Add line 1(f) and line 2 ....... , . . . . . . . . . . . .. .. . ...................... ,.,............ 3 ______ 
Amortization 
Be sure to make adjustments for any basis differences when calculating Amortization. 
4 California amortization for intangibles placed in service before January 1, 2007 .... , . , ......................... , , ....... , 4 ______ 
5 Total California amortization. Add line 1 (il and line 4 . , ............. , ........... , ................. , . . . . . . . . . . . . . . . .. 5 ______ 
6 Total depreciation and amortization. Add line 3 and line 5, Enter the total here and on Form 565, Side 1, line 17a. 

if from a trade or business, or on federal Form 8825, line 14, if from rental real estate activities ......... , .......... , . . . . . 6 ___~__._ 
7 IRC Section 179 expense election from worksheet, in the instructions, line 12 ........... , ... ~,,,,".,,.~_7 .'-'-~=""'-'~-'-" 
8 Carryover of disallowed deduction to 2008. Enter line 13 from worksheet, in the instructions, here·,~·, 

7791073 I. EXHIBIT: Schedule D(565)/FTB 3885P 
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CAREMORE M Page 168 of 171 

Total Pages in Return 171REQID: 363GKB 

Item izedOtherDeduction 

Field ValueSection/Area 
Iteml.edOtherOeduclions~ ltJocumeOUd 1065Ln20otherdeducuons 

Itemi.edOth .. rOeduction.~ ISoftwareld 07000212 

It&miz8dOtherOeductions~ tsoftwareVersion 2007v3.5 

ItemizedOtherDeductions~ tiocumentName Itami••dOthe,OeduclionsStatement 

Iteml.edOtherOeduction Type Postage 

It.mi••dOtherO.ductlon Amount 20 

Itemi••dOthe,O.duction Type Meals and Entertainment 

Item",edOtherOed u ctio n Amount 3134 

ltemizedOtherOeduction Type legal and Professional 

ItamizedOtherDeduction Amount 362458 

ltemi••dOtharOeduction Type CONSULTING FEES· ZIN6ERG 

ItemizedOtherO.duction Amount 111660 

ftemizedOtherOeduction Type CONSULTING FEES· FURMAN 

Itemi••dOlherOeduction Amount 111660 

Itemi••dOtherOeduction Bank Charges TYP<l 

IlemizedOlherOeduclion Amount 1619 

I 

0

,--- . 
" _......., ..--"--"" 

Above data was received as part of the original e-file return.-Ttie·data_~':/as not 
transmitted in a format that allows FTB to re-create the origin-iii form or schedule. 

EXHI8IT: 

PAGE_~12~OF : 


i 

I 



CAREMORE M Page 169 of 171 

REQfD: 363GKB Total Pages in Return 171 

ScheduleLOtherCurrentL 

ValueSection/Area Field 
ScheduleLOtherCurrentLi documentld SchLOtherCL 

ScheduleLOtherCurrenlLi softwareld 07000212 

II5cheduieLOtherCurrentLi softwareVsfsion 2007v3.5 

ScheduleLOtherCurrentLi documentName ScheduleLOlherCurrenlLiabilitie.Statemenl 

Type 	 iACCRUED EXPENSES Item 

BOYAmountItem 11600 

, 

i 

; 	
i 

I 
I 

I 

Ii 

! 
...I- 

~ 
I 
I 
I 

~ {'"'!""'c:-!"'~-'",- .~.- .. -,.-~. c··· ... c.c • ..., • 

~"" 

Above data was received as part of the original e-file return. The data'was not 
transmitted in a format that allows FTB to re-create the original form Ef~fnB~f?'___C_c__--"..,....__ 

PAGE. 7- OF:~ :t= 



Page 170 of 171 

REQID: 363GKB Total Pages in Return 171 

CAREMOREM 

ScheduleLOtherLiabilitie 

Section/Area 
SchedulaLOtherLiabilities ttocumenttd 

ScheduleLOtherLiabiliti•• ~oftwareld 
,------.' 
Schedul.LOtherLlabilities toltwareVersion 

ScheduleLOlherLi.bilities tlocumentName 

Item Type 

I 

I 

! 

I 

I 

L 

I 
i 

I 

Field Value 
1065SchLOLEOY 

07000212 

2007v3.5 

ScheduleLOlherLiabilitie.Slatemenl 

PARTNERSHIP INVESTMENT, CARE MORE MEDICAL MANAGEMENT COMPANY 

I 

.-

i 

i 

I 

I 

..

I 
i 

! 

: -,..~,~, • < -'""' .... or<~ ..,.-._.--".... ,~ ., 
" 

Above data was received as part of the original e-file return. The data was not 
transmitted in a format that allows FTS to re-create the original form or sctu:.dule. C

EXH~II: . f? 
PAGe. .L OF 



Page 171 of 171 

REQID: 363GKB Tolal Pages in Refllrn 171 

CAREMORE M 

ScheduleLOtherLiabilitie 

ValueFieldSection/Area 
1065SchLOLBOYScheduleLOtherLiabililies documentld 

ScheduleLOtherLiabiliti•• 50ftwareld 07000212 

2001v3.5ScheduleLOtherLiabilities 'oftwar.Version 

ScheduleLOtherLi.bilitiesSlatementScheduleLOtherLiabilitios documenlName 

PARTNERSHIP INVESTMENT. CAREMORE MEDICAL MANAGEMENT COMPANYItem !Type 

BOYAmountItem 114138 

~ 

~ 

Above data was received as part of the original e-file return. The data was not 
transmitted in a format that allows FTB to re-create the original form or schedule. C 

EXHIBIT: a 
PAGE :L OF 



Appeal of Arturo and Maria D. Lopez 

Appeal Case ID No. 740943 

Submitted by: D. Todd Watkins, Tax Counsel 

For: Respondent, Franchise Tax Board 

E"hibitOD 

Relevant portions of the 2006 Partnership Return of Income (form 565 (2006)) of Caremore 
Medical Management Company. 

Total pages - 8 



•.•••....... ......••...•... . .. 

,YEAR CALIFORNIA FORMI~1~111!1111111111111!lllllill ~lllllllllljlllllllll~ 1111 
2006 Partnership Return of Income 0773816000 565 

Please 
Sign 
Here 

Paid 
Pre
parer's 
Use 
Only 

31 
32 

Film's name 
(or yours. Itself· employed)
and address 

PAID WITH FORM FTB 3538 $ 800. 
o 

For Privacy Notice, get fonn FTB 1131. 051 I 3661064 CAPA5812l 121041 
EXHIBIT: 

PAGE_~~_ 

Income 

Deduc
tions 

Enclose, 
but do 
not 
staple. 
any 
payment 

Pay
ments 

Amount 
Due or 
Refund 

Stale ZIP Code o • 

. .. .. . $ . \;~rJITJ;;,.r.i.'~ces .... $ c Balance. .. • f-~--------
Cost of goods sold (Schedule A, line 8) ... •••.....•.....•.•••..••...•.•..••••.... . .. . •.•... '--.:::.....j._______ 

GROSS PROFIT. Subtract line 2 from line lc ..•.............•........• ' ... , ........•....... 
Total ordinary Income from other partnerships and fiduciaries, Attach schedule. . • • . • • • • • • • . • • . . • • . • . . . •• •.•••. 
Total ordinary loss from other partnershIps and fiduclanes. Attach scfledull? • • • • • . • • .••••••..••.••••... , .. , 
Totaffarm profit. Attach federal Schedule F (Form 1040).. .. .. .... ......... ....... .. , ... • ~=--!-_______ 
Total farm loss. Attach federal Schedule F (Form 1040).. . .. .. ... .. .... . . .. .. .. . . .. .... .. .. 
Total gains included on Schedule 0·1, Part II, line 17 (gain only)................... .. .... .. 
Total losses rncluded on Schedule 0·1, Part II, hne 17 (loss only} ..... '" ............... , .. .. 
Other Income. Attach schedule. . . • . . • . . . ... . • . • . . ... .. ....... ....••........ . .. 
Other loss. Attach schedule.. .......... .....•.. . .... "...................... ..•......... • r-:-~--------

come 

3 

4 

5 

6 
7 
8 
9 

10 
11 

13 Salaries and wages (other than to partners).. ....... .•.. 
14 Guaranteed payments to partners .... ..... ... .. ........ , .......... .. 
15 Bad debts. • •• .....•.......•••. .•.•........... ••...•.•..••........• 
16 Deductible interest expense not claimed elsewhere on return ............ . 
17a DepreCiation and amortization. Attach form FTB 3885P.. 

bless depreclaUon repnrted on Schedule A and elsewhere on return. .. $________ 
18 Dep!etion. Do not deduct orl and gas depletiOn. ... . .................... . 
19 Retirement plans, etc ...................... , ...... " .............. .. 

20 Employee benefit programs. . . . . . . . • . . .. ... "... .. ..... 
Other deductions. Attaa, schedule .. , ...... , ..... , . ,SEE STATEMENT. 1 • !-='--f----=-~.;:.;;;...:;...;... 

Tax - $800.00 (limited partnerships, LLPs, and REMICs only). See 
25 Nonresident Withholding credit ($800 maximum). See instructions.. . ...•.....•.•• ~::......jf--------I 
26 Amount paid with extension of time to file return (form FTB 3538} .... I-::::.....J'--------=-.:::..::;-=-!--"-r'-----"'---_ 
27 Total nts. Add line 25 and line 26............... . ........ .. 
28 Tax due. If tine 24 is more than line 27, subtract hne 27 from line 24•••••..... 

29 Use Tax. See instructions. .... •..• •.. . . . . . •. 
30 Refund. If the total of line 24 and hne 29 IS less than line 27, subtract the total 

from line 27. . • . . . . . . . . • . . . . . . . . . . .. . .. ,. .... .........•....... .. ...•. . 30 

.. .. "..................... .. 

......•.......••.• , . . . . .. •. t-=.=......jO--------
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X 
X 

X 

X 

X 

X 

X 

X 

.. t\.\ 
EXHIBIT: .=V~"""-~-=lt:;;.-__ 

CAREMORE MEDICAL MANAGEMEN'l' COMPANY 
Schedule A Cost of Goods Sold 

1 Inventory at beginning of year. . . . . .. .........•....••.....•.....••..•.•.....•......... . ............•.. 1-1.:......j________ 
2 Purchases less cost of items withdrawn for personal use. ......................................... . .... t--2"'-ir--_______ 
3 Cost of laboe ......•....••.•...•.... " • . .. ....•.............•..... ..... ... . . .....•...........•.. 3 
4 Additional IRC Section 263A costs. Attach schedule.. .. .. . . ...... ............ .. .. . .. .. .. .. 4 
5 Other costs. Attach schedule. . . . . . . . . . . . . . . . . .. ... . . . . . . . • . . .. .. ...... •.•.•...... . 5 
6 Total. Add line 1 through line 5. . . . . . . . . . ... . . . . . . . . . .. . . . . . . . . .. . . . . . . . . . .. . ... 6 
7 Inventory at end of year......• , ..•........•.....••.••......••.. , .. .•........•••... .. . .......• f--'7'-l-_______ 
8 Cost of goods sold. Subtracl line 7 from line 6. Enter here and on Side 1, line 2. ........•.. 8 
9a Check all methods used for valuing closing inventory: 

(1) DCost (2) 0 Lower of cost or market as described in Treas Reg Section 1.4714 (3) D Wnte down of 'subnormal' goods 
as deSCribed in Treas Reg Section 1.471·2(c) (4) DOther. Specify method used and attach explanation _______-,....,-_ 

b Check this box If the LIFO Inventory method was adopted thiS taxable year for any goods. If checked, attach federal form 970. ... 
c Do the rules of IRC Section 263A (with respect to property produced or acquired for resale) apply to the partnership? .. DYes No 
d Was there any change (other than for IRC Section 263A purposes) in determinrng quantities, cost, or valualrons between 

opening and closing Inventory? If 'Yes: attach explanation ..................................................... DYes 
 DNa 
J 	 What type of entity is filing this return? Check one only: 

• 	 1 ~ General partnership 
• Z X 	limited partnership required to pay annual tax (is doing busmess in California, is registered with 50S, or IS orgamzed In California) 

• 	 3 Limited partnership, limited liability company (LLC), or other entity NOT required 10 pay annual tax 

(is no! doing business In California, is not registered with SOS, and is not orgamzed in California) 


• 	 4 §REMIC
• 5 	 Umited liability partnership 
• 6 	 Other (See instructions) 

K Enter the maximum number of partners in this partnership at any time during the year. (Be sure to aUach a California 
Schedule K-1 (555) for each partner) ....... , . . . . . . . . . . . . .. .. . . .. . . .. . . . .. .. . ..•.... " . . . . . •.. .. ..•...•... .. . ......• 

L Is any partner of the partnership related by blood or marriage to any other partner? . • . . . . • . .. . . . ........ ..... ... .... • 
M Is any partner of the partnership a trust for the benefit of any person related by blood or marriage to any other partner? . .. .• 
N Are any partners In thiS partnership also partnerships or LlCs?... .. .......................... .......... . ........ .. 
o 	Does the partnership meet aU the requirements shown In the instructions for Queshon O? . . . . . . . . . . .. .,.. . ..... . 

P 	 Is this partnership a partner In another partnership or lLC? If 'Yes.' attach a statement 
with the name(s) and FEIN(s) of each entity............•.. '" . . • . . . . . •• . . . . . . . . . .. ..• ., ..•....... . . .. . ..... 

Q 	 Was there a distribution of property or transfer (for example by sale or death) of a partnership interest during the taxable 
year? If 'Yes,' see the federal mstructions concerning an election to adjust the baSIS of the partnership's assets under IRC 
Section 754. .............................. .... .. ........................................ .. .. . ...... . 

R 	 Is this partnership a publicly traded partnership as defined In IRe Section 469(k)(2)? ... ............... . .........•..... 

S 	 Is lhis partnership under audit by the IRS or has It been audited In a prior year? ..... ............. .... ................. .. 


T (1) 	 If this partnership (or any legal enllty in which It holds a controlling or majority interest) owned or leased real property In 
California, was there a change In control or majority ownership of anyone of them this year? .. " . .. . . . .. .. ... .... • 

(2) 	For this taxable year, did this partnership (or any legal entity In which It holds a controlhn~ or majority Interest) acquire
control or majoflty ownership of any other legal enllty that owned or leased real property In California?. .... ....• 

(3) 	 If this partnership (or any legal entity in which It holds a controlling or maJonty Interest) owned or leased rea! property In 
~~Ii~~qi,al ~g?~ore ~~~.:~~~:::~~l.~f. ~~: .~~rtner:hip l~t.e.r~.sl.c~~~I.a.t~~~I~. :ra~~f.~r:~~. ~~ .~~~ .~~ ~?~~ .t:~n:a.~~o~s :I~.C.~ • 

4 
Yes No 

X 
X 

X 
X 

X 

X 
X 
X 

X 

X 

X 

(Penalties May Apply - See Instructions.) 
U (1) Does the partnership have any foreign nonresident partners' . . .. . • . . . .. .., • 

(2) Does the partnership have any nonresident partners? . . . . . . . . . . . .. . •.......... • 
(3) Were Form 592. Form 592-A, and Form 592·8 filed for these partners?.... ............... .... .... .... • 

V 	 Is this an Investment partnership? See General Information 0, Investment Partnerships, in the instructions ...........•...• 

W Is the partnership apportioning Income to Califorma using Schedule R? .. . . . . . ...•. ..... , . . .. ..... .. •.. ......• 

X Has the partnership included a Reportable Transaction, Listed Transaction, or Registered Tax Shelter within this return? (See 
instructions for definitions.) If 'Yes,' complete and atlach federal Form 8886 or 8271 for each such transaction.. . . . .. " .• 

Y Did thiS partnershIp file the Federal Schedule M·3 (Form 1065)?.. .. .......... ........ ............. . ......... , ..... . 
Z Is thiS partnership a direct owner of an entity that filed a federal Schedule M·3? ................... , .. . .. .. . .. . .. . .. .. .... . 
AA Does thiS partnership have a beneficial interest in a trust or IS It a grantor of a trust? Attach name. address, and FEIN.. . ..• • 
Side2Form565C12006 051 I 3662064 I 12104106 



CAREMORE MEDICAL MANAGEMENT COMPANY 
, fSchedule K Partners' Shares of Income Deductions Credits Etc 

(a) (b) (c) (d) 
Distributive share items Amount: Jrom California Total amounts 

federal K 065) adlustments using California law 
1 Ordmary IllCAlme (loss} (rom lrade or busmess actlvllies 

1 -11,630. 1,600 . -1.0,030.(Side 1. Ime 23). • • • • • • • • • • • •• • ••.• ••••••••••• .. •
2 Net Jncome Qoss) from rental real eslate acllVlties. 

AU~.h federal form 8&2.5 •••••••••• • •••••••••••••••• 2 
3a Gross income from other rental activities. .. , 3a 

b Less expenses. AUach s.::h ••••••••••••••• .~ ....... ~ ... 3b 
c Net Incom~ (loss) from other rental achY,lles. Subtract 

line 3b from hm: 3a .. • • .. .. • .... ............. ... ric • 
I 4 Portfolio Income (lOSS). See instructions: 
II a Interest income ... 4a 1.2l. • 1.21.c ... , ..... ~ .~ ... • • ~ 1 •• 

0 b Dividend income ............ 4b •M . ~ ... ~ ..... , ..... 
e: c Royally mcome. " .. ~ .~ ..... • ~ t • ~ •••••• • • ~ t , • 4c • 
L d Net capital gain (loss) Schedule D (565) , . , ... .. ' 4d 5,099,539. 5,099,539
0 
s e Olher portfolIO Income 

4eS (loss). Attach schedufe •• •••• , •• > ••• ~ •• ~ ...... a , ••• ~ • • 
5 Guaranteed payments to partners ..••••.•.. 5 •6a Tolal Galn under IRe Seellon 1231 Sa •(other lhan due to casual~ or !heft}, .....................

b Total Loss under IRe Sec Ion 1231 Sb •(other lhan due to casualty or !heft) ...................... 
7 a Total other lJ1COme• 

• .. . . . • • . . SEE. . STATEM:EJ:ir.l' • ..2 7a 750,389. 750,389.Attach schedule•• 

b Total other lo~, AUach Schedule•••••• .. ~ .. ~ .... ~ .. , ....... 7b 
D 8 Chantable contnbutlons. s~ 

8e: lIlstruc\!ons AHlleh schedule. ...... ~ . ~ .......... ....... 
D 9 Ex~ense deduction for recovelY~role:1l: (R&TC SectiOnsU 
C 17 67.2.17267.5.17268. and ICe .on 179). Attach schedule 

9
T or wori<sheet lor 179 deductiorlS. • , •••• , •••••• " ••••••••• 
I 10 DedL>Clions related to 
0 poltro~o Income•••••• ........ ... ~ , ....... .... 10 
N 

11 Olher deductions.S 11Attach schedule................. , .. . ... ~ ....... 
12a Interest expense on investment debts ...•. •••• r 12a •I I b (1) Inv Income included on Ins 4a, 4b, 4c, and line <Ie above, . 12b (1) 1.21. 121.II II 

v T (2) Investment expen.ses Included on Ime 10 above 12b (2)... '" ... ~ . 
13 a Wlthholdtng on pymn\s to partnersh,p allocated to all partners. 13a 

~~  . -.. 
b Low·1ncome hOUSing credit. .•. . ,. .. ~ ........... 13b 
c Credll(s) other than lhe Cf1Idt! shown on hne 13b relafed to rental 

C real eslate achvl\'ss. Altath schedule•••• ~ '" .... ... 13c . .
R 
E d Credrt(s} reLaled to other renlal
0 aC\Mbes. Atbch schedule••••• ~ .~ ..................... .. 13d
I . 
T e Nonconsenlrng nonresident merrber's tax allocated 10 aII partners. 13e s 14 Other credits. See H)struchons, 

14 '.AUaoh schedule••••.••• .. ~ ... . ...... .... . . .  . • 
A I' 

15a Depre'lallon adlLoslmenl on property p!.""d 11'1 S'lMce 
15aalter 1986. • ••. . •.••••••••••••••••••.•. •••• * ••• 

o R b Adjusted gain or loss .•..........•...........•.. 15b
J ~ 
&1 

C Depletion (other than oil and gas) •.• , , .. ..... 15c 

T T d (1) Gross II'Icome from 011. gas, and geothermal propenles ••••• 1Sd(1) 
A E (2) Deductions allocable to orl. gas. and geothermal propert>es •• : lSd (2)x Ms e O!her adlcstments .nd tax 

preference lIems. Attach se~ule ••. .. . ~ .. 1Se 
16 a Tolal ex~endil\Jres 10 wnlch IRe Sechon 59(e) election may

apply, A \ach schedufe. • •••••..•••••••••••.••.•• , 1Sa 
b Type of expenditureS 16b . .. .. 

a 17 Tax·exempt mterest income. ..... ' .. ' .... " 17 
j 

18 Other tax-exempt income.,. 18 •H .. ..... 
E 19 Nondeducbbla flXp!>nses • 19R .... , ~ ~ ... •• ••• 1 •• ...... . 

2Q DistributIOns of money (taSh and markelable secunhes) •...•••• 20 12,354,232. 1.2,354,232. 
21 Distribution of property other than money.... , .. , 21 
22 Other .tems a~d am!s reported separately to partners. . .. 

See IOstructlonS. A!tach s&hedule. •• , , •• STATEMEJ:f:r . 3 22 . - . . -
AY 

23 a I:~~~e res~r.;~~t:':ct~~;:'~ft:~;;'8 
1~':u~hliS 

AI 
L S Ime 12a a~·I~~~6':: ................... , ......... 23 5,838,419. 1,600 .• 5,840,019. 

b Analys,s by typa (a) Corporate (b) IndiVidual (c) (d) (e)
of partner' i Acltve 

(1) General 
paltners 

(2) Llmlled 
partners 

ii Passive Partnership Exempt Org.n.:zatIQn Nominee! Other 

5,840,019. 
~ ..- -, 
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CAREMORE MEDICAL MANAGEY..ENT COMPA..?rr 

Schedule L Balance Sheets. See the instructions for Question 0 before completing Schedules L, M-l, 

Assets 
Beginning of income year End of income year 
(a) (b) (c) (d) 

1 Cash...•...•...... :., .•. , .. , ........ :-. ~ . 
{ ..~ 69,932. ~ .~- -.. -

2a Trade notes and accounts receivable ..... " - ~ ~ - ~~~J;,~~_ ,  . j 
b Less allowance for bad debts•.. , , . _.•.•.• 

3 Inventories • • • ~ • a ••••• 4 ~ •••••• ~ •••• .. • 
4 U.S. government obligations .... , , .. ... 
S Tax-exempt securities 

,.~ ~ .. .~ ... 
6 Other current assets. •. _....• STATEMENT. 4 12,279,207. • 
7 Mortgage and real estate loans •..•. ,,' . . , , i 
8 OUier Investments ... I : ' ... ......... , .... - . 0 . .. . . 
9a BUIldings and other depreciab!e assets,., i 

0 . 
.. i 

b Less accumulated depreclaiion .••... '" • 
lOa Depletable assets. _. 

.. - ,
. ... ~ ..... ~ . ~ ...... - - . .. 

b Less accumulated depletion ••••. , ••.. _0 0 • 

11 Land (net of any amortization) ,. 
' . ...... 0 o· •-

12a Intangible assets (amortizable only) .•••.•• .~ 

b Less accumulated amo;iizalion ....•• .. . ., 

13 Other assets ..... , ~ ••• + •••••••••• , ~ ••• • 
14 Total assets ... -, ............ , ........ 12,349,139. . O • 

Liabilities and Capital .. i 
15 Accounts payable ............... " . .. "' ... • 
16 Mortgages, notes, bonds payable In less thim 1year .• I • 
17 Other current liabilities. .. STATW...ENT..5 733,787., 
18 All nonrecourse loans ........ , .. , ........ • 
19 Mortgages, notes, bonds payable in 1year or more , . 

1= 

20 other ltablhUes •• .......... , ..... .. r 

21 Partners' capital accounts, ., ... ' . •• t •• ! 11,615,352. . ' O. 
2.2 Total liabilities and capjla~...... , . , .. ... '. 12,34.9,139. - O • 

Schedule M·l Reconciliation of Income per Books With Income per Return. Use total amount under California law. 

If the partnership completed federal Schedule M·3 (Form 1065), see instructions. 


1 Net Income (lass) per books..•.....••.•. 5,840,019. 6 Income recorded on books this year not included 
on Schedule K, line 1 through line 7. itemize: 

2 

3 
4 

Income included on Schedule K, line 1 
through Irne 7, not recorded on books 
thiS year. Itemize; 

• 
Gual1lnteed payments (other than heillth Insurance).. 
ExDenses recorded on books this year not Included 
Ofl Schedule K, hne 1thru line lZa and line 16a. 
Itemize. 

a Tax·exempt interest $ 

7 Deductions Included on Schedule K, 
hr.e 1 through line 12a and Ime 16a, 
nat charged against book income this 
year. Itemize: 

• 

a DepreCiation.••..• .$ a Depreciation. .. $ 
b Travel & entertainment .$ 
c Limited partnership l.iix $ 

5 Total of line 1 through line 4, .. 
• 

... ... 5,840,019. 

8 

9 

• 
Total of line 6 and line 7 .. ..... 
Income (loss) (Schedule K, Ime 23a), 
Subtract line 8 from Ime 5 . " .•...... 5,840,019. 

Schedule M-2 Analysis of Partners' Capital Accounts 

1 Balance at beginning of yeac , , ....• ,. . I 11,615,352. 6 Distributions: a Cash., •. ......... 
 12,354,232.,.2 Capital contributed dUring year .••....•. , • b Property .••..7 Oilier decreases 
3 Net Income (loss) per books....... , • , 
 5,838,419. Itemize: 
4 other Increases. ItemIZe: SEE STATEMENT 6 

5,099,539.•
• 

·17,453,771.8 Total of line 6 and line 7 .... ... ....~ ~ 

5 Total of line 1 through line 4 ..•.... ..... 17,453,771. 9 8alance ill end of year. Subtract Ime 8 from line 5 .. o··.~ 
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TAXABLE YEAR CALIFORNIA SCHEDULE 

2006 Capital Gain or Loss D (565) 
Secretary of Slate FIle NumberName as shown on return 

CAREMORE MEDICAL V...ANAGEMENT COMPA..'I.lY 

.... G"~~'l~)_::;~~~~",Y~f Rroperty 
(b) I (c) (d) 

Date acquired Date sold Sales price 
._,. 100s ares 7% (mo., day, yr.) (mo., day, yr.) See instructIons . other basIs (d) 

f.I":J<:IIt:U of 'Z' Company See instructions. 

.l:lL'X U',L' L.l. uaTION OF DCH 1NTBREST 

VARIOUS 2/28/06 5 O. 5,099,539. 

I 

I 

1 Enter hne 1, column (I) totals here.. . . . ••..•.. '" . . . . . . .. ....... .•.. •. . . . . . . . • .. " . .•• • . . . 1 5,099,539. 
2 CapItal gam from Installment sales, from form FTB 3805E, line 26 or line 37.,.......... •..•.••........... Z 
3 Partnershlp's s~are of net capital gain (loss), including gains (losses) from LLCs, partnerships, fidUCiaries, 

and S corporatIOns. . . . . . . . . . . • . . . • . . . . . . . . . . . . . . .••... .. .•.. .. . . . . . • . .. , .....•. ,. 3 
4 CapItal gam distributIons.. . . . . .. . .. . . . . .. . . . ... . ..•.................................... . .. .... 4 
5 Net capital gain (loss). Add Ime 1, hne 2, line 3, and hne 4. Enter tola! here and on Schedule K, Ime 4<:1, and 

each partner's share on Schedule K·' (565), Ime 4d........................................ . ..... ... 5 5,099,539. 

CAPA5901l 12104106 051 7791064 



2006 Deductions, Credits, etc. 

CAREMORE MEDICAL GROUP 
10000 LAKEWOOD BOULEVARD 
DOWNEY CA 90241 

A Is this partner a: _ (1) partner; vr 

CALIFORNIA SCHEDULEYEAR Partner's Share of (ncome, 

(a) 
Capital account at 
beginning of year 

(b) 
Capita! contnbuted 

during year 

(c) 
Partner's share of line 3, 
line 4, and line 7, Form 

565, Schedule M·2 

~d)
With rawals 

and distributions 

(e) 
Capital account at end of 
year, combine column (a)

through column (d) 

• -146,02S. • • 5,838,419 • ( 5,800,528.) • "114,138. 

Check the box: • IXITax Basis • J IGAAP • J ISection 704(b) Book • I I Other (explain) 

CautlOn' Refer to Partner's Instrucllons for Schedule K-l (565) before entering mformatlon from thiS schedule on your California return. 

(a) (b) I (0) (d) ,) (e) 
DlstnbutlVe share items Amounts from California Total amounts uSing Callfvrnia. California source 

federal Schedule K-l adjustments law. Combine column I amounts and credits 
(1065) (b) and column (t) 

1 Ordinary income (loss) from 
~trade or business activibes .••.. -11,630. 1,600. • -10,030. 

2 Net income (loss) irom rental real 

"'"estate acllVilies .•...•••...•.••• .. • 
3 Net incvme (loss) from other rental 

activities. '" . ., .. .... 
Income 4 Portfolio income (loss):(Loss) 

a Interest •.•..•••....•••••.••••• 121. • 121- .... 
b Dividends .. " ... ......... ~ .~ • I"

c Royal!ies...................... • ~ 

d Net capital gain (loss)..••.••... 5,099,539. • 5,099,539. 
""" e Other portfolio inc()IJle (loss). 
I"Attach ~chedu!e•. ... \ ~ .... ... • 

5 Guaranteed payments to partners ••.•.. • .... 
6a Total Gam under IRC Seclivn 1231 

I"(other than due to tasually or theft). • 
b Total Loss Wider IRC Section 1231 

i----~ 

(other than due to casually or theft), ••• • """ 7 a Total other income ...Attach schedule • .. . LINE. .2.2 750,38S. • 750,389. 
b Total other loss. ...Attach schedule. .. • •. ............ - . .. 

8 Charitable contributJons ......... .. , 

Deduc 9 Expense deducbon for recovery property 
tlons (R&Te Secttons 17267.2, 17267.6, 17268, 

and IRe Section 179). Attach sc~edule •• 
10 Deductions related to portfolio Income. 

Attach schedule. .. •.•••..... • •.. 
11 Other deductions. 

Attach schedule ..... .... ~ ., ..... 
- .'" ... ~ ~ ,.,." "-7 

'i 

B What type of entity IS thgSartner? 
(1) §. Incllvldual (5) X General Par.nersnlp (9) §IRAlKe09h/SEP 
(2) s Corporabon (6) llmllecl PartnershIP (10) Exempt Orll<lOlzabon 

(3) ! Eslalerrrl!S! (l) • lLP (11) D.sregarde1 Enilly 

(4) C CorporallOn (8) LLC 
C Is this partner a foreign partner? • . . .• .. - DYes ~No 
o En:er panner's percentage (i) Before decrease (ij) End of year

(wil00ul regard to special or termination
a!localiolls) or: 


Profit sharing • • • % 

Loss sharing ........ % 


• --=;..;:..:..;:..=-=-=
• --==-=:-:..;:..;::..;:..=-.• 

(1) ~ 
I Is thiS 

J AnalYSIS 0 08rtner s capItal account: 

Nonrecourse. , •••••.•••.• ' .. ....•. • $________ 
Qualified nonrecourse financing. " • $________ 
Other .. • ••... ••• .••••..•.• 

F Tax shelter registration number ••• 
G (1) Check here jf this is a publicly t'-ra-d7"e-'d-p-a-'rt:-n-er-s;-:hi:-p-a-s---

defined in IRC Section 469(k)(2) .................... . D 
(2) 	Check here if this is an investment partnership 

(R&TC Sections 17955 and 23040.1) .................... D 
H Check here if this is' • 

Afmal Schedule K·l (565) (2) DAn amended Schedule K·l 
of California? • ..'" • 

PARTNER 3 

For Privacy Notice, get form FrB 1131 051 7891064 
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CAREMORE .T. MANAGEMENT COMPANY 

(a) (b) (c) (d) 
Califorma sourceDistributIVe share Items Amounts from California Tota! amounts uSIng 

federal Schedule K·1 adjustments California law. amounts and credits 
(1065) CombIne column 

(b) and column (c) 

12a Interest expense on investment debts. 

Invest- b (1) Investment Income Included on 
12l. In.men! Imes 4a, 4b, 4c, and 4e ......... 

Interest 
(2)~~6~~~~rg~ line 10. 

Credits 
13 a Total \\~thholdlng (equals amount on 

Form 592·6 If calendar year partnershIp) 
: I ~ 

b Low·income hOUSing credit •.•. , . 
c Credits otl1er than line 13b related to , . ' 

rental real estate atlivlbes. 
" . , 

Attach sch.•.••• , •............••• -
d Credlls related to other rental actlVlues. -

See instructiOns. Attach seh. • . .• ., •• .. - !""'# 

e Nonconsentmg nonresident partner's tax -
~ ". 

.. 
paId by partnership....., .... • - .. 

14 Other credits. Attach reqUired schedules , . .. .~ :.....~ ;: -;.~ !. • 
or statements ..•.•••.......•..••. 

.~ . . 
15a DepreCiation adjustment on property

placed in selVlce after 1986. . . .. . ... 

Adjust· b Adjusted gain or loss. . . . . .. . .. ~ .. 
ments c Depletion (oth~r than oil and gas} ..•••
and 
Tax: d (1) Gross Income from 011, gas, and 
Prefer· geothermal properties. . .. . .. , .. 
ence (2) Deductions allocable to 011, gas,
Items and geoti1erma! properties .•.•••• 

e Other adjustments and tax preference 
Items. Attach sch....•...•••.•..... 

16 a Tolal expenditures to which an IRe 
Secllon 59(e) elect;cn may apply .. 

b Type of expenditures . 
: 

Other 17 Tax·exempt Interest il1J;ome .•....... 
18 Other lax·exempt income ... 
19 NondeducllbJe expenses.• ... " ... 
20 Distributions of money (cash and 

5 806·528 5,806,528.marketable securi~es). , •••......... -

21 Djstnbutions of property other 1 
than money.. . ..... .. ... I 

22 Supplemental mformalion reqUired to be reported separately to each member. Attach addltfonal schedules. 
See 1".q~,;tivH.. . .. . ••..••••..•.•. ,.......... . •..... , •• • . . . . •. •.•..•. • •••.•. .. ....... $ 5 850,049. 

.H.Table 1 Partner's share of nanb~slness income from (source of meome is ~ependent on residence or commercial domicile 01 the partner): 

Interest. ... $ Section 1231 Galns/Losses .. $________ Capital Galns/Losses •• $________ 

Dividends.. $ Royalties... ...... ." ..... $ Other.. .. • .. .. .. .... $ 

FOR USE BY APPORTIONING UNITARY PARTNERS ONLY - See Instructions. 

Table 2 - Partner's share of distributive Items. 

A Partner's share of the partnership's bUSiness income See instructions. .• $________ 
8 	 Partner's share of nonbusiness Income jrom real and tangible personal property sourced or allocable to California. 


Capital Gains/Losses. . . . . . . $ RentslRoyalties. • •. 

Section 1231 Galf1stLosses ....••• $ Other ••••• , ..... 


C 	Partner's dIstnbutlve share 0f Ihepartnersh"IP'S properttv. payro 1\ • and sales: 
! Factors Total within and outside California Total within California 
Property: Beginning ........ '" . . ......... S $ 

Ending. ................... ~ ........ $ $ 
Annual Rent Expense ......... , .... $ $ 

Payroll .. ... , ......... .......... .. ... ~ $ $ 
Sales ~ .......... ......... .. $ $ 
PARTNER :3 

... _--_.. .., 

Side 2 Schedule K·' (565) 2006 051 7892064 	 12J29106 
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CAREMORE MEDICAL MANAGEMENT COMPANY 
~... ~ •• f

SCHEDULE: K·1 WORM 56 2005 LINE 22, SUPPLEM TION CONTINUATION PAGE 3 
LINE 7A, COLUMN (0) 
OTHER INCOME 

CANCELLATION OF DEBT I MISe. . .... .... ..... . ..................... .. ........ T$__~75~O~,~38~9':-'-. 
TOTAL =$===75::0:f;,;;38=9,==:' 

LINE 22, COLUMN (0) 
OTHER REPORTABLE ITEMS 

PROPORTIONATE INT. OF AGGREGATE GROSS RECEIPTS .... " .............. " .. " ..... $ 5,850,049. 
TOTAL $ 5,850,049. 

PARTNER 3: CAREMORE MEDICAL GROUP 95-4408826 
SPSll201L 07131103 




