
•
TAXPAYER EXHIBIT

82
February 23, 2010

JAMES T. BURNES Donald and Christine Wattson
446005Counsel for Appellants

4 Park Plaza, 11th Floor
Irvine, CA 92614
(949) 851-2275 - FAX (949) 851-1856

EXHIBITS / AUTHORITY - HEARING - 2/23/10

APPEAL OF DONAL A. WATTSON and CHRISINE A. WATTSON

APPEAL CASE ID NO. 446005

Additional Tax Penalties

2001 $273,149.00 $54,629.80

1. CA Corp code secs. 16103 and 16807

2. Exhibit D - WAC K-11995

3. Exhibit E - WAC K-11996

4. Exhibit F - WAC FORM 565 Balance Sheet



• WAIS Document Retrieval Page 1 of 1

16103. (a) Except as otherwise provided in subdivision (b),
relations among the partners and between the partners and the
partnership are governed by.the partnership agreement. To the extent
k·he· partnership agreement does ~ otherwise provide, ~his chapter
governs relations among the partners and between the partners and the
partnership.

(b) The partnership agreement may not do any of the following:
(1) Vary the rights and duties under Section 16105 except to

eliminate the duty to provide copies of statements to all of the
partners.

(2) Unreasonably restrict the right of access to books and records
under subdivision (b) of Section 16403, or the right to be furnished
with information under subdivision (c) of Section 16403.

(3) Eliminate the duty of loyalty under subdivision (b) of Section
16404 or paragraph (3) of subdivision (b) of Section 16603, but, if
not manifestly unreasonable, may do either of the following:

(A) The partnership agreement may identify specific types or
categories of activities that do not violate the duty of loyalty.

(B) All of the partners or a number or percentage specified in the
partnership agreement may authorize or ratify, after full disclosure
of all material facts, a specific act or transaction that otherwise
would violate the duty of loyalty.

(4) Unreasonably reduce the duty of care under subdivision (c) of
Section 16404 or paragraph (3) of subdivision (b) of Section 16603.

(5) Eliminate the obligation of good faith and fair dealing under
subdivision (d) of Section 16404, but the partnership agreement may
prescribe the standards by which the performance of the obligation is
to be measured, if the standards are not manifestly unreasonable.

(6) Vary the power to dissociate as a partner under subdivision
(a) Section 16602, except to require the notice under paragraph (1)
of Section 16601 to be in writing.

(7) Vary the right of a court to expel a partner in the events
specified in paragraph (5) of Section 16601.

(8) Vary the requirement to wind up the partnership business in
cases specified in paragraph {4}, (5), or (6) of Section 16801.

(9) Restrict rights of third parties under this chapter.
(10) Vary the law applicable to a registered limited liability

partnership under subdivision (b) of Section 16106.

http://www.leginfo.ca.gov/cgi-binlwaisgate?WAISdocID=86801823072+0+0+0&WAISac... 2/22/2010



• 16807. (a) In winding up a partnership's business, the assets of
the partnership, including the contributions of the partners r~quired

by this section, shall be applied to discharge its obligations to
creditors, including, to the extent permitted by law, partners who
are creditors. Any surplus shall be applied to pay in cash the net
amount distributable to partners in accordance with their right to
distributions under subdivision (b).

(b) Each partner is entitled to a settlement of all partnership
accounts upon winding up the partnership business. In settling
accounts among the partners, the profits and losses that result from
the liquidation of the partnership assets shall be credited and
charged to the partners' accounts. The partnership shall make a
distribution to a partner in an amount equal to any excess of the
credits over the charges in the partner's account. Except for
registered limited liability partnerships and foreign limited
liability partnerships, a partner shall contribute to the partnership
an amount equal to any excess of the charges over the credits in the
·partner's account.

(c) If a partner fails to contribute the full amount that the
partner is obligated to contribute under subdivision (b), ~ll of the
Qther partners shall contribute, in the proportions in which those
partners share partnership losses, the additional amount necessary to
satisfy the partnership obligations for which they are liable under
Section 16306. b partner of partner's legal representative may
recover from the other partners any contributions the partner makes
to the extent the amount contributed ex·ceeds that partner's share of
the partnership obligations for which the partner is personally
liable under Section 16306.

(d) After the settlement of accounts, each partner shall
contribute, in the proportion in which the partner shares partnership
losses, the amount necessary to satisfy partnership obligations that
were not known at the time of the settl~ment and for which the
partner is personally liable under Section 16306.

(e) The estate of a deceased partner is liable for the partner's
obligation to contribute to the partnership.

(f) An assignee for the benefit of creditors of a partnership or a
partner, or a person appointed by a court to represent creditors of
a partnership or a partner, may enforce a partner's obligation to
contribute to the partnership.

http://www.leginfo.ca.gov/cgi-bin/waisgate?WAISdocID=86769620071 +0+0+0&WAISac... 2/22/2010
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SCHEDULE K-1 PartnEi .:JShare 0'. Income, Credits, Dedu{-bns, Elc. OMB'NoI154S-0089

(Form 1065) ~ See separate InstrucUons.
Departme~t ophe Treasury 1995
InlernaJ Rcwenue Servlco For calendar year 1995 or tax yoar beginning ,1995, and ending' ,19

r ."~er's IdenUfylng Partnership's IdenUfYlng number ~3 3. - 02 2723 2
.. ' ...··;... .;;5 nams, address, and ZIP code Partnership's' name, address, and ZIP code

Donald A Wattson The Wattson Arno Company
3600 Birbh st., Suite 250

/ Newport Beach, CA 92660

A This partner Is a aD Qeneral partner .0
o

limited partner F Partner's share of liabilities.(see Instruotions): ~
limited liability.company member Nonrecourse ••••• '••••••••••••••••••• $ ~ ( ..."...

B What type ot"enUty Is this pSrtner? . ~ Individual Qualified nonrecourse 'financlng • I ••••••• $r IT

C Is this partner a ~ domestic or a 0 'orelgn partner? Other •••••••••••••••••••••••••••••• $\. 3276933
O Enter partner's percentage of' (I) Before change (li)End of G Tax shelter registration number •••• ~ ~. ' or termination year

----~------~;:======~.,.."Profit sharing •••.••• , • ~ , • 65% % H Check here If this partnership Is a pUblicly traded partnership'
...

Loss sharing••• , •• • • • • • • • 65% % as defined In section 469(k)(2) • • , • ••• • • , •• • • • • • • • • • I • • •• 0
Ownership of capital ••••• , % %

E IRS Center where partnership flied return: ·Fresno· J. Check applicable 'boxes: (1) 0 Anal K-l (2) 0 Amended'K-1
J AnalysIs of partner's capital account:

(al Oapltalcontrlbuted (c) Partner's share of lines (d)(b) Withdrawals and (e) Oapltal acoount at end of.Capital account at
beginning of year during year 3, ~s~~~uf:M~~ year (oomblne oolumns (a)"065 distributions through .(d)

-4815136 562733 1043141 ( 45621 -3254'883
(c) 1040 fliers enter the(a) Dlstrlbutfve share Item (b) Amount amount In column (b) on:

1 OrdInary Income (loss) from trade or business actiVIties••••• · • · •••••• "" t--1--+ -_9_S_9_7-t
rental real estate activities ..••S.ee . Line. .25 5 6950 See pagesNet Income (Joss) from 2 - 5 and 6 of. 2

t--tf----------i Partner's Instructions for

3 Net Income (loss) from other renta; activities I • I • • . "1 I • • • • I • I • • I ~ • I • "' .3d--------I ScheduleK-1 (Form 1066).

4 Portfolio Income (loss): . ;;~

a Interest.••..•••. 1.1 ••• ",. I •••••• I ••• I I ~ •••••••• I •••••••••.••• I .-4_8-+- 7_0_4-1 Sch. B, Part I. line 1

b Dividends •••• , •••••••••• I ••.•• I I ••••••.• I ••••••••••••••• I • , • •• t--4'b--t_________ Soh. B. Part II, line 5
Income

c Royalties.••.• I ••• I ••••••••••••••••••••••••• I •• ". • • • • • • • • • • • • •• .-4_C-+- Sch. E. Part I, line' 4(Loss) --f

d Net short-term capl"tal. gain (loss) I I •• '.•••.•••••• I ••••• I I I ,; .--4d-t- ----t Sch. 0, line 6, col. (1) or (g)

e Net long-term capital gain (loss) ..• · I ••••• • I • I .. I '.' I It .-4e-t- -f Sch. 0, line 13, col. (f) or (g)
f Other portfolio Income (loss) (attach schedule)' I •••••••• ,; •••.•••••••• I .-4_'-+- -..4 Enteron applicable line ofyourretlJ n.

5 Guaranteed payments to· partner •.•••.•••• , • , • I '•••• , •• , • • • • • • • • • • • 6 Q·4 5 3 6 } See page 6 of Partner's Instruct'lon&

6 Net gain Ooss) 'under section 1231 (other than due to casualty or theft). I • • • 6 1096326 for SChedUle K-1 (Form 1065).

7 Other Income (loss) (attach schedule) I ••••• I •••• I •• I • I •• I ••••••••• ~ 7

I
Enter on applicable ilne o( your retlJ n.

8 Charitable contributions (see Instructions) I •••••••••'. • • • • • • • • • • • • • • • • 8 Soh. A, line 15 or 16

Deduc- 9 Section 179 expense deduction. I I • I • • • • • • • • I • • • • • • • • • • • • : • • • • • I • I .t-9-t~-------f See page 7 of Partner's
lions 10 DeducUons related to portfolio Income ••••••••••••••••••• ~ .•••••••• , 10 Instructions for SchedUle K-l (Forn 10

11 Other deductions (attach schedule) ••• I "' ••• ~ •••••••••• ," • • • • • • • • .. • 11
Invest- 12 a Interest expense on Investment debts. • • • • • • • • • • • • • • • • • • . • • • . • • • • .• t-1_2_a-+- ~ . Form 4952, line 1
ment b (1) Investment Income Included on lines 48, 4b, 4c, and 4f above •.• I • • •• b(1) 7.04 } Se, page 7 of Partner's Instructions

Interest (2) Investment expenses Included on line 10 above................... b(2) forSchedu'eK-1 (Form 1065).

13 a LOW-Income housing credit: •
(1) From section 420XS) partnerships for property placed In service before 1990••••••• t-8_l('~1)-.- ~

(2) Other than on line 13b(1) for property placed In service before 1990 • I • • I • • • I I • I a(2)

j
Form 8586, line 5

(3) From .ecUon 42UX5) partnerships tor property placed. In aorvlce after 1989. • • • • • •• t-8....l11("""":3)-.- -..4

Credits (4) Other than on line 13b(3) for property placed In service after 1989. • • • • I • • • • • • •• l$.--------4
b Qualified rehabilitation expenditures related to rental real estate III:

actlvltfes .•••••••••••••.••••• I ••••••• I .••••••••••••...•.•.• I .• 13b

c Credits (other than credits shown on lines 13a and· 13b) related ml~lm.l"l1l'.rn-t:::~I---------f
j

See page 8 of Partner's
to rental real estate

to
actlvlUes•. , ••••••• ~ •••• I ••. I •••••••••••• I • • • •• 13C Instructions for

d Credits rslated other rental activities •••• II • II •• II •••• I ••. :. • • • • • • •• t--·13d-i1--------.. Schedule K-1 (Form 1065). •

'. 14 Other credits •.••••••••.•••••• , .•••••••• I I" •••••••• , • • • • • • • • • • • 14
..~ ... -aperwork ReducUon Act Notice, see InstrucUons for Form 1065; Schedule K~1 (Form 1065) 1995
KFA
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Partner's Share of Income, CALIFORNIA S EOULE

~eductions, Credits, etc. K-1 (5 5)
YEAR MONTH DAY YEAR

MONTH DAY
\ 95

~. taxable or Income year 01 1995 ,and endin 12-:" ~ 31begln"
Partnership's FEIN 3 3 - 022 723 2

.Partnership's name, address, state and ZIP codePartner's name, address, state and ZIP code

Donald A'Wattson The Wattson Arno Company
3600 Birch St., Suite 250
Newport Be'ach, CA 92660

A Is this partner a: ~ general partner; or 0 limited partner? E Enter partner's (I) Before decrease (ii)End year

percentage of: or termInation
B Partner's share of liabilities:

Profit sharing •••••••••• 65% %
Nonrecourse .•••.•. • • • •• • • • • • • • $---~~---~~~I

Loss sharing ••••••• '••• %Qualified nonrec.ourse financing · • • •$ __"..:;.. .....jl
65% ••

Ownership of capital •••• % • %Other.•••••••.•••••••••••••• • •. $
_fi--o-------~r.-

C What type of entity Is this'partner? - F Tax shelter registration number

(1) I8II~dividual (4) 0 G
o
Check here If this is:Corporati •

0 0 aflnal Schedule K-1 (565) o an amended Schedule K- (566)(2) S Corporation (5) Partnership
0 0 H Is this partner a foreign partner? ••••••••••• • -0 Yes ~ No(3) EstatefTrust (6) LLC

o I Is this partner a nonresident of California? .•• · .. 0 Yes l8I No
Check here If this partnership Is a publicly traded partnership
as defined In IRC Section 469(k)(2). • • • • • • • • • • • • • • • • • • • • • • • 0

J Anal Is of artner's capital account:
(a) Capital account at (b) Capital contributed (c) Partner', share of Une 3. (d) Withdrawals and (e> Capital account at e d of year

(combine column (a> hroughbeginning of year during year line 4 and line 7 distributions
Form 565, Schedule M-2 column

-4815136 562733 1043140 ( 45621) . -3254
Caution: Refer to Partner's Instructions for federal Schedule K-1 (1065 before entering information from this schedule on our tax return.

(b) Amount from (c) Adjustments (d) Total amounts
federal Sch. K-l using CA law

(8) Distributive share Item (1065) (Combine column'
(b) and Column (c» .

1 Ordinary income (loss) from trade or business activities •.• -9597 • -9597 ~
t------t-------+-----=-=-=.~I-=------.::..:::..::...:..

2 Net Income (loss) from rental-real
estate activities •••••••••••••••••See'. Line.. 22 ~57516

t------t-----~~-I-----:~=-=~~--..,II::.-=-=:..:=..;::.
-56950 -566 • ~

3 Net lncome (loss) from, other
rental activities •••••••••••••.••••••••••••••••••••

~ Portfolio Income (loss):
a Interest ••••••••••• '•••••••••••••••.•••••••.•••
b DIvidends •••••••••••••••••••••••.•••••••••••• r--------it-----...o-+-----..:...::~I-----I---:~Income'

(Loss) c Royalties •••••••••••••••••••••••••••••••••••.•
d Net capital gain (loss) ••••.•••..•••••••.•••••••.• r------t---------f-.------J-----II---
e .Other portfolio income (loss)

Attach schedule •••••••••••••.•••••••••••••••••
5 "Guaranteed payments to partners. • • • • • • • . • • • • • • • • • .• r----;:9:-;;4~5:-:3::-6:::-+~-----+-.---9-4-5-3-6--1--~---II---

6 Net gain (loss) under IRC Section 1231
(other than due to casualty or theft) • • • • • • • • • • • • • • • • • • '1096326 "• 1096326 ~

7 Other Income loss. Attach .schedule ••••••••••••••••• r------t------+-.--=:.=...::...::..=-=~J-,:..=----=~~~~
8 a Charitable contributions •••••••••••••••••••••••••

.:UC-
b Political contributions •••••••••••••••••••••••' •••• r-------t------f------:-----.J----Il---

9 Expense deduction ·for recovery property, (R&TC Sections
17252.5, 17265 and 17266 and IRC Section 179).
Attach'schedUle ••••••••• '•••••••••••••••••••••••• ~.

'.' .
,.--------1r------+---~i6.--~l-----I---

10 Deductions related to portfolio Income.
Attach schedule •••••••••••••••••••••••••••••••••

1.1 Otber de~ucti~ns. Attach schedule ••••••..••••••••••• r---------1t--------I--~---~I-----IL---
Partner 1 '

D
~-1 (665)' 19 Side 1
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6jp\.l.lI;;...,v......,- I ....anlf-_...)S :mare Of Income, credits, Def~¥ions,etc. OMS No. 154 0099

, ' . .' (Form 1065) ... See separate Instructions. . .
· . 0 epartm~nt oftheTreasll'Y

199t
Internal Revenue Service For calendar year 1998 or tax year'beglnnlng ,1998, and en,dlng ,19

Partner'S IdentifYing number~ . Part~ershlp's IdenUfYlng number ~3 3 - 02 2 723 2
pSrtner's name, address, and ZIP ,code Partnership's name, address, and ZIP code

. '=''1NA:LD A WATTSON THE WATTSON ARNO COMPANY
3600 BIRCH ST., SUITE 250
NEWPORT BEACH, CA 92,660

. ~ '~\
A This partner Is a' ~

o
general partner 0 limIted partner F Partner's share of liabilities (see '7!SIr. ·ons): '\
limited liability company member Nonrecourse • • • . • • • • • • • • . • .. . •...•. $ }

B' What type 'of enUty Is thIs partner? ..... INDIVIDUAL .Qualified nonrecourse financl.ng ...••••• $ J
C Is this partner a 181 domestic or a 0 foreign partner? Other.. • • · · • •• • • • . • • • .. • . · •

I
•
..
'0' • • • • • • $ J

. 0 Enter partner's percentage of: (J):;~~~;a~r~~e (Ii);e~ of G Tax shelter registration number. ~ -/
Profit sharing • • • · • • • • . • · • % % H Check here If this partnership Is ~ ubJlcly traded partnership 1_. 7
Loss sharing............. % % as deflned"ln section 469{k)(2) ••• • •••••• · ••••••••• • • •• 19/'
Ownership of capital • • • • • • % % ------

E IRS Center where partnership filed return: F.RESNO I Check applicable boxes: (1) 0 Final K-l (2) 0 Amended K 1
J Analysis of partner's capital account:

(1:) Partner's share of (e) Capital account a t en of
(a) Capital account at (b) Capital contributed (d) andlines 3, 4, and ." Form 1085, Wlthdra~als year (combl.ne columns )

beginning of year during year distributionsSChedule M..2 through (d)

-3254883 -2932 I(
(c) ·1040 fliers enter if ~(a) Distrib.utive -share item (b) Amount amount In column (b) n:

1 CXdinary income (loss) tram trade or business activities. • • • • · · · . • • . · • • • • 1
I----ifo-----:..---f

J
See pages 5 and 8 of

2 Net Income'(loss) from rental real estate activities ••••••. • • • • • • • • • • • • •• 1--2---1 ~ Partner's Instructions for

3 Net Income (loss) from other rental activities. • • • . • . • • • • • •. . . . . . • . . • . . 3 ScheduleK-1 (Form 1065).

4 Portfolio Income 0055): .;

a Interest 4_a-+- --f Sch. B, Part I, line 1
. b Dividends.................................................... 4b Soh. B, Part II, line 5

J...-~me 1----41-----------1

J) C Royalties.•.....•......•....•..•..............•.••.......•• ·•.• J--4_C-t- --t Sch. E, Part I, line 4

d Net short-term capital g~ln (loss). . . • • . . . . . . . . . • . . • • • . • . . • . . . • • • . •• t--4d-t -t . Sch. 0, line 6, col. (f) or g)
e Net long-term capital gain (loss) ...•......•.•.•••.••..•••••••...•• t--4e---t -t Sch. 0, line 13, col. (I) 0 (g)
f Other portfolio Income (loss) (attach schedule) . • • . . • . . . . . . . . . . . • . . . .. .-4_'-t- --t Enter on applicable line of yo return.

5 Guaranteed pa.~ments to partner .•••••...•...••.•••..•.•••...••••• '. 5 } See page 8 of Partner's Instra. tlons

6 Net gain (loss) under section 1231 (other than due to 'casually or theft). • • • • 6 for SchedUle K-1 (Form 1085

7 Other income (loss) (attach schedUle) ••.. ~ . • . • • • . • . • . • . • • . . . • • . • • • • 7 Enter on applicable line of yo return.

8 Charitable contributions (see Instructions) .....•.........•....••.•. '. • 8 Sch. A, lif)e 15 or 16

Deduc- 9 SecUon 179 expense deduction • · • · • · · · · • · · · • .". • .. • .. • • ..•••• ~ • • •• J--9-.f------~}See page 7 of Partner's Instru Ions
lions 10 Deductions related to portfolio Income .••.•.•.•.••••••.' •• , . . • . • • • • • • 10 for Schedule K-1 (Form 1085)

11 Other deductions (attach schedule) •.••....•..••..•..•...•.....'. . • . 11

Invest- 12 a Interest expense on Investment debts. . • • . . . . . . . . • . . • . . . . • . . • . • • • .• 12a Form 4952, line 1
ment b ..--.f------~

(1) Investment income Included on lines 4a, 4b, 4c, and 4f above b...;l~(~1)Y- ~ } See page 7 of Partnerls Instruc ons
Interest (2) Investment expenses Included on line 10 above. • . . . . . • . . . . . . • . . •. b(2). for Schedule K-1 (Form 1065).

13 a Low-income housing credit: .-

(1) Fr~m section 420)(5) partnerships for property placed in service before 1990. • • • • •• a(1)

(2) Other than on line 13a(1) for property placed In service before 1990 •••••••••• ,. a(2)
I' .

(3) From section 420)(5) partnerships for property placed In service after 1989. • • • • • •• t---l(:-.:3).......--------f Form 8586, line 5a
Credits (4) Olher than on line 13a(3) for property placed In service after 1989. • • • • • • • • • • • •• 8(4)

b Qualified rehabilitation expenditures related to rental real estate .-
activities .... • · • . · • . • . . . • . . . . • • . . . . • . . . . . . . . . . . . . . . . . . . . . . . . .. 13b

c Credits (other than credits shown on lines 13a and 13b) related b~=.~~~~~~~:=~~~~~~:0:0:4~~~~:I...-_------l JSee page 8 of Partner's

to rental real estate activities•••..•...... ;, . • • . . • . . • . • • • . . . . • . . . . . . • 13C Instructions for

d Credits r~lated to other rental actiVities..•.••.......•...........••..• 1--13d---lI----------l SchedUle K-1 (Form 1065).

14 Other credits •. · .. · • · .•.••• '.' . • • . . • . • • • . • . • • . • . . . . . . . . . . • . . . . . 14
For D,,~erwork Reduction Act Notice, see Instructions for Form' 1065. Schedule K-1 (Form 1065) 1 96
KF' i
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,0 ....
LSC J---}
ye,jR~ Partner's Shoare

\
of Income,

.
CALIFORNIA Set; CULE

1996 D"eductions, Credits, etc. K-1 (56;)
MONTH DAY YEAR"MONTH DAY YEAR

For taxable or Income year beginning" 01 01 1996 ,and ending 12 31 96
-;'r·, Identifying Partnership's FEIN 3 3 - 0 2 2 72 3 2

{ ~. cner'S name, address, state and ZIP code SecretarY of "State file number
Partnership's name, address, state and ZIP code

DONALD A WATTSON THE WATTSON ARNO COMPANY
3600 BIRCH ST., SUITE 250
NEWPORT BEACH, CA 92660

~._-~--"~
A Is this partner a: (1) ~ .E Enter partner's• general partner; or (2) 0 limited partner? (I) Be decrease (il)Endot ~

percentage (without termination
B Partner's share of liabilities: regard to special

Nonrecourse •• • ••.•.•. · .• • · •• • •$ _ allocations) of:
Qualified nonrecourse financing .••• $ _ Profit sharing. • • • • •• •• % • ~

Other•.•.•..••.•.•••..••.•••. •$ _ Loss sharing . • • . •• ••• % • J ~

C What type of entity Is this partner? • Ownership of capita ••• • % • 7 %

(1)181 Individual (4)0 CorporaUon (7)"0 LLP F Tax shelter reglstrati n number V
(2) 0 S Corporation (5) 0 General P~tnershlp (8) 0 IRA/Keogh/SEP G Check here if this is: ". ~
(3) 0 EstatefTrust (6) 0 .LLC (9) 0 Limited"Partnership (1)0 a final Schedule 65) (2) 0 an amended So -1 ( 65)

aa H Is this par:tner foreign partner? •••• • • • • • •• • • YesD Check here It this partnership Is pUblicly traded t Nopartnership
as defined In IRC Section 469(k)(2)•••••"•••••••.••. • • . . • • • • 0 I Is this partner a nonresident of California? • • . • • ~ 0 Yes • C No

J Analysis of partner's capital account:
(a) Capital ~ccount at (b) Capital contributed (c) Partner's share of line 3, (d) Withdrawals and (e) Capital account a tend c year

beginning of year during year line 4 and line 7 distributions (combine column (a) thr IJgh
Form 565, Schedule M-2 column (d))

h 'oL."}-'V , r.. :31./ ( ) - 0 ~
-3254883 f\) - 293211 3257 81~ -/\3

:on: R~fer to Partner's Instructions for federal Schedule K-l (1065) befor~ entering information from this schedUle on your tax return.

(b) Amount from (c) Adjustments (d) Total amounts (e) Califor a
federal Sch. K-·l using CA law source ama n15

(a) Distributive share Item (1065) (Combine column and credi )
(b) and Column (e»

1 Ordinary income (loss) from trade or business activities ...
t------I--------i-------+------IIl---•

2 Net income (Joss) from rental real
estate activities ......••....•..•.•.............•..

t-------+-------+-------~--...---IIl---•
3 Net income.(loss) from other

rental acUvities ...•..........................."...
4 Portfolia Income (loss): f::w~~i~ii::w::i;ii~~~~~~~~~~~:::w.~~~~~~~~1:W:~~i~i~i~:o;m!~~ii:o;m~~~~~~~~~i~i~t:mi~~~~~~ow:::::~i~;~~~:t=::::=:.:·;~~~~i~~~~~~~~~~~~~~~:~:i~~~~~::wJ~~~~~~l~~~~:i~i~i~;~~~~~~;~~:c::;;,;:~*~~~~~i~l~~i~:~~~~i~i~~~~~~~~~~~~~~~~~~~~~~~~~~~'='=~~~~~;omi~~~=~~~~~~~~~~~~~~~':'r."':~;~~~~=~~~~~~~~~~~~~;~l~~~~~~~~~~~~:::':':i~~~~~~:=·~i~~~~~~~~~~~~~':"':'::~~~~~~:':'::~;~i~=:'I'l~~~i'l':"l':~~~~~~~~~~~~~~~~~~~~io~~~~f~~;;~~~~d~;~~ Ib;f~~~~~~~~~~~~;~~~~~

8 Interest...................................... • ~

b DI~dends .............•...................... t--------t--------------+-.------------------~~~---------~----Income
(Loss) C RoyaIUes..................................... • ~

d Net capital gain (loss) ...•...••....••.......•.... t-------t-~-------t-.------~..----I--
e Other portfolio Income (Joss)

Attach schedule . . . . . • • . . . • . . . . . . . . . . . . . . . . . . . . • ~

5 Guaranteed payments to partners '.. r------t-----------t-.---------I-~=--------~-

6 Net gain (Joss) under lAC Section 1231
(other than due to casualty or theft) . . . . . . • . . . . . . . . . . . • ..

7 Other Income (loss). Attach schedule. . . . . . . . . . . . . . . .. r--------+----------f-.------~..------II--

9 Expense deduction for recovery property (R&TC Sections
Deduc- 17252.5, 17265 and 17266, 17268 and-lAC Section 179).
" Attach schedule 0 ••••••••••••••••••••••••••

10 Deductions related to portfolio income.
r--------+---------+-------+--------II--

Attach schedule ......•......•....•..............
11 Other deductions. Attach schedule. . . . . . . . . . . . . . . . . .. t-------f----~--I--------I------........-
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•

Ass'ets

1 Cash •••• ~.~ ••

2 ,...·:rrade.s notei and accounts receivable • t-----------
allowance for bad debts • •

3 Inventories. • • • • • • • • • •

4 U.S. govemment ~lIgations .'. •

5 Tax-exempt securtues ••••••

8 Other current assets. Attach schedule

7 Mortgage and real. estate loans • •

a Other Investments. Attach sched~le

9 • Buildings and other depreciable assets

b Less accumulated depreciation • ...---- --..J.

10 a Depletable assets • • • • • • • 1-----------.1
b Less accumu~~ depletion. • •

11 Land (net ofany amortization). • •

12 a Intangible assets (amortizable only)t-- ----

b Less accumulated amortization •

1 3 Other assets. Attach schedule. • •

4 t •••• • •• '0' •

Liabilities and Ca ltal

1 5 Accooots payable. • • • • • • •
18 Mortgages, notes, bonds payable

In less than 1 year. • • • • • • •
17 Other current IIabHiUes. Attach schedule •

1a All nonrecourse loans • • • • •. •
1 9 Mortgages, notes, bonds payable

In 1 year or more • • • • • • • •
20 Other liabilities. Attach schedule. •

2 1 Partners' capital accounts •• • •

22 OTAL lIabll ties and ca ital••• •
!.C'I 1\lle M·1 . Reconciliation of Income er Books With Income er Return. Use total amQunt under California law.

1 'ncome (loss) per. books •••••• 3"05 535. 6 Income record~d on books this year not induded

2 Income Included on Schedule K, line 1 through on Schedule K. line 1 through IIne,7. Itemize:

line 7, not record~ on books this year. a.Tax-exemptlnterest $ _

itemize •••••••••••••••• • 1----------1 · · · · · · · · · · · · · · · · · · · · · · .• t----------
3 Guaranteed payments (other !han health Insurance) • 7 .. Deductions Included on Schedule K, line 1 through

4 Expenses recorded on books this year not line 12a and line 16a. not charged against book

Included on Schedule K, line 1 through Income this .year. Itemize:

line 12a and line 16a.ltemize: a Depreciation $ _
a Depreciation $ _

b Travel and entertainment $ _ .• 1-----------
c Limited partnership tax·$ 8 Total of line 6 and line 7 • • • • • • • • • • •

• • _ 1------+-----4 9 Income (loss) (Schedule K, line 23a). Subtract

5 Total of line 1 throu h line 4 • line 8 from line 5 •••
~ .,

Schedule M·2 Anal sis of Partners' Ca ltal Accounts

1 Balance at beginning of year •• 6 Distributions: a Cash • -1----------
2 Capital contributed during year • ...-----------4 b. Property • • '. • .•1----------
3 Net Income (loss) per books. • • • • 7

...............
Other decreases. Itemize • • • • • • • • •

4 Other Increases. Itemize • •

. . . . . . - . ............... •

. . . . . . . ... . . . .
~--------

_ 1-- ---1 8 Total of line 6 and line 7 •

'--_---=3~3=:..:11=-:z._I_=I~7:...;8:=.-L1 '--_--.-#-=3~8:_f_.=:;;3...:.7...,;;8~5 Total of line 1 through line 4 • 9 Balance at end of year. Subtract line 8 from line 5

Side 4 Form 565 C11999 565994·04027
9Q05142.000
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