STATE OF 8§

COUNTY OF §

PROFESSIONAL PARTNERSHIP AGREEMENT

THIS AGREEMENT, made and entered into effect this day of , 20 (the
“Effective Date”), by and between JOHN A. SMITH,DS. (“SMITH"), and THOMAS
L. BROWN, D.D.S. (‘BROWN”) (SMITH and BROWN are hetnafter collectively
referred to as the “Partners”) and___(wife of Shith Individually, and __(wife of
Brown) , Individually, each consenting to certaspects of this Agreement.

WHEREAS, SMITH and BROWN have been and are novaged in the practice
of dentistry and are licensed and qualified to ficacthe profession of dentistry in the
state of Texas; and

WHEREAS, SMITH, pursuant to a Contract of Purchasd Sale of even date
herewith, has sold to BROWN an undivided %) interest in and to the assets
that formerly comprised SMITH’s practice of dentystand

WHEREAS, the intent of SMITH and BROWN in consuntimg the sale and
purchase of such assets was that a partnershipef@ractice of dentistry be formed; and

WHEREAS, subsequent to the herein referenced me&MdITH will own a
percent (__%) majority Partnership interest BROWN will own a
percent (__%) minority Partnership interest; and

WHEREAS, in agreeing to the terms of such a pastmp, BROWN realizes full
well that he is a minority Partner in said Parthgrsand

WHEREAS, in agreeing to the formation of the Parship, provision is made
whereby BROWN would have the option to purchasé¢oup fifty percent (50%) interest
in the Partnership as his total office treatmemenele approaches treatment revenue
generated by SMITH; and

WHEREAS, the Partners now desire to formalize iitten form the organization
of a Limited Liability Partnership for the practioédentistry effective _,20_;

NOW THEREFORE, in consideration of the foregoingdaof the mutual

covenants, conditions, and agreements hereinatdorh, the Partners hereby agree as
follows:
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A. GENERAL PROVISIONS.

1. Name. The Partners to this Agreement hereby form atdichiliability
partnership under the Texas Revised Partnershipsaticle 6132b of the Revised Civil
Statutes of the State of Texas (the “Act”) for ghactice of dentistry to be known as THE
SMITH BROWN, L.L.P. (the “Partnership”).

2. Registered Limited Liability Partnership. The Partners agree that the
Partnership and the Partners shall take all stepessary to ensure that at all times the
Partnership is a Registered Limited Liability Parship as permitted by the Act.

3. Purpose. The principal purpose of the Partnership is tgage in the
practice of dentistry. The Partnership shall maage in any other business or operation
without the unanimous written approval of the Panrgn

4. Employment/Partnership Income. Upon the Effective Date, SMITH
and BROWN (i) will become employees of the Parthigrs(ii) as employees, assign to
the Partnership any and all rights to payment fieetients or other third parties for
professional services rendered by them, and (8i)employees, will be compensated
according the methodology as describe in SectiorTke Partners hereby agree that all
payments for the provision of professional serviegslered by SMITH or BROWN from
patients or any third party to either Partner oemaployees of the Partnership constitute
gross income of the Partnership, and shall be inetedy deposited into the banking
accounts of the Partnership.

5. Duty of Loyalty.

a. The Partners, SMITH and BROWN, agree that, atefEffective Date,
SMITH and BROWN will provide professional servieesclusively to the
Partnership. The Partners, without the prior emttconsent of all
Partners, will not engage in any assignment withim dental profession
that might require either SMITH or BROWN to devé#ss than their full
professional time to the business of the Partngrshi

b. The Partners agree not to, either during the tfr this Agreement or at
any time thereatfter, disclose to any person, fonemployer, other than to
their spouse or to his/her accountant, attornepfftce personnel in their
professional or employment capacities, any inforomatconcerning the
business affairs of the Partnership which they maye acquired in the
course of, or incident to, their association wikte tPartnership, unless
required to do so by any court of competent judsdn, any law, or any
rule or regulation governing or related to the pcacof dentistry.
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6. Offices. The Partnership will maintain its professional ic#6 and
principal place of business at (address) . Additional offices may be
maintained at other locations if this would promibte efficiency of the practice.

7. Duration. The Partnership shall commence operations orEffeztive
Date, and will continue until , 20unless terminated sooner in
accordance with Sections F, G, H, or | of this Agnent.

8. Assignment. Except as otherwise provided in this AgreementPadner
shall sell, assign, pledge, or mortgage his/hezr@st in the Partnership, or any part
thereof, without the written consent of the othartRer.

9. New Partners. Additional Partners may be added to the Partigimhly
by the unanimous written agreement of the Partnéhsee new Partner shall be subject to
this Agreement as modified at the time of admissi®dhe new Partner’s admission shall
be evidenced by an Amendment to this Agreementdtiad¢s (i) the effective date of the
Amendment, (ii) any modifications or Amendmentdhis Agreement, and (iii) any other
provisions that may be appropriate to integratente Partner into the scheme of this
Agreement.

10. Amendment of Partnership Agreement. The procedure for amending
this Partnership Agreement is by unanimous writtemsent of all Partners.

11.  Limits of Partnership. The relationship of the parties hereto shall be
limited to the carrying on of the business of tlatiership in accordance with the terms
of this Agreement. Such relationship shall be toesi and deemed to be a Limited
Liability Partnership for the sole and limited page of carrying on such business.
Except as otherwise provided for or contemplatetthisi Agreement, nothing herein shall
be construed to create any other partnership betwee Partners or to authorize any
Partner to act as general agent for the other &artn

12. No Individual Authority. No Partner, acting alone, shall have any
authority to act for, or to undertake or assumeabiigation, debt, duty, or responsibility
on behalf of, any other Partner or the Partnerskiept as expressly otherwise provided
in this Agreement.

B. CONTRIBUTIONSTO CAPITAL

1. Capital Contributions. Contemporaneously with the execution hereof,
SMITH and BROWN shall contribute to the capitaltioé Partnership those items at the
agreed Fair Market Values as set forth opposite tespective names on Exhibit “B”
attached hereto. The Partnership shall not assanydiability or obligation resulting
from such contributed items, except as provide&xmibit “B.”
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2. Additional Contributions. Additional capital contributions may be
required of the Partners only by the unanimoust@nriagreement of all Partners.

3. Capital Accounts. The Partnership shall establish and maintainpitala
account (“Capital Account”) for each Partner in @dance with Section 704 of the
Internal Revenue Code of 1986, as amended, (theléCaand Treasury Regulations
Section 1.704-1(b)(2)(iv). Except as otherwisevigted in this Agreement, the Capital
Account balance of each Partner shall be crediteteased) by (i) the amount of cash
contributed by such Partner to the capital of tharership, (ii) the Fair Market Value of
property contributed by such Partner to the camfathe Partnership (net of liabilities
secured by such property that the Partnership asswmtakes subject to), and (iii) such
Partner’s allocable share of Partnership income gaid (or items thereof) including
income and gain exempt from federal taxation. TUagital Account balance of each
Partner shall be debited (decreased) by (i) theuainaf cash distributed to such Partner,
(i) the Fair Market Value of property distributeaisuch Partner (net of liabilities secured
by such property which the Partner assumes or taldgiect to), and (iii) such Partner’'s
share of Partnership losses, depreciation, and d#égtuctions, including such Partner’s
share of expenditures of the Partnership desciib&eaction 705(a)(2)(B) of the Code. A
Partner's Capital Account shall be adjusted toerflgain or loss attributable to the
disposition of property contributed by such Partieethe extent such Partner’s Capital
Account reflected such inherent gain or loss ingraperty on the date of its contribution
to the Partnership. A Partner's Capital Accourdlisbe adjusted to reflect gain or loss
attributable to the disposition of property to thgtent that such Partner has been
specially allocated depreciation, amortization,otiner deduction with respect to such
contributed property.

4, Other Matters Relating to Capital Contributions.

a. Loans by any Partner to the Partnership shatl ® considered
contributions to the capital of the Partnership.

b. No Partner shall be required to make additiorabtributions to the
Partnership.

C. No Partner shall be entitled to withdraw, ooltain return of, any part of
his/her contribution to the Partnership or to reegiroperty or assets other
than in return thereof, and no Partner shall beldiao any other Partner
for return of its contribution to the capital ofetiPartnership except as
provided in this Agreement.

d. No Partner shall be entitled to priority ovel ather Partner either with
respect to a return of its contributions to theitehjof the Partnership or to
allocations of taxable income, gains, losses aditgeor to distributions,
except as provided in this Agreement.
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e. No interest shall be paid to any Partner oncamyributions to the capital
of the Partnership.

5. Qualified Income Offset. In the event that, at the end of any partnership
taxable year, any Partner’s capital account issdgufor, or such Partner is allocated, or
there is distributed to such Partner, any item mlesd in Treasury Regulations 8§ 1.704-
1(b)(2)(ii)(d)(4), (5), or (6) in an amount not semably expected at the end of such year,
and such treatment creates a deficit balance inRtdner’s Capital Account, then such
Partner shall be allocated all items of income gaith of the Partnership for such year
and for all subsequent taxable years of the Patieuntil such deficit balance has been
eliminated.

C. PARTNERSHIP MANAGEMENT

1. Majority Vote. Partnership decisions shall be made by a majoeoty of
the interests in the Partnership unless otherwiseiied. The following activities shall
require written approval of one hundred percentO%p of the interests in the
Partnership:

a. Sale or transfer of practice assets;
b. Purchase or sale of real estate;
C. Incurrence of any obligation in the Partnership eamcluding a surety or

guaranty, not in the ordinary course of businessn@n amount greater
than Three Thousand and 00/100 Dollars ($3,000@0¢ncumbrance of
any Partnership assets;

d. Disposition of practice assets as a result okhatcy of any Partner in
the Partnership or of the Partnership itself;

e. Execution of a lease;

f. Incurrence of a continuing business expense thiit exceed Three
Thousand and no/100 Dollars ($3,000.00); and/or

g. Confess a judgment.

2. Proxy Vote. A Partner may express his/her voting interestsvhjten
proxy.
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D. ACCOUNTING AND TAX MATTERS.

1. Bank Accounts. The Partnership’s bank accounts shall be maiedaat
banks selected by the Partners. All Partnerstopipés shall be deposited in accounts
with such banks, and all Partnership expensedeipaid from these accounts.

2. Required Signatures. SMITH and BROWN are hereby authorized to
individually sign Partnership checks up to Threeoddand and no/100 Dollars
($3,000.00). Further, any and all checks to SMErHBROWN or drawn for more than
Three Thousand and no/100 Dollars ($3,000.00) stealire the signatures of both
SMITH and BROWN.

3. Calendar Year. The Partnership shall operate on a calendarl sz,
such year to commence on January 1 and conclud®emember 31. Partnership
reporting information shall be provided to eachtiarby the first (1st) day of January of
the year following the fiscal year just completdtshall not be required that such report
be audited by a Certified Public Accountant.

4, Inspection. Books of account, correspondence, papers, anér oth
documents will be kept at the Partnership’s pldaceusiness as specified in Paragraph 6
of Section A of this Agreement, and at all timelvwike open to examination by all
Partners.

5. Tax Matters Partner. SMITH is the “tax matters partner” within the
meaning of Code Section 6231(a)(7). Said tax mapartner shall be responsible for
notifying other Partners relating to correspondeacether dealings with the Internal
Revenue Service.

6. Basis Election. The Partnership may, after conferring with itsamting
firm, elect Code Section 754 treatment.

7. Organizational Expenses. The Partnership shall elect to amortize
organizational expenses over a period of sevepe@is.

8. Actions for Partition. Except as herein expressly provided, each Partner
irrevocably waives, during the term of the Parthgrsany right that he may have to
maintain an action for partition with respect ty af the assets of the Partnership.

9. Monthly Financial Statements. The Partnership shall prepare and

distribute to both Partners a monthly statememaime and expense by the tenth (10th)
day of the month following the month to which theome and expense relates.
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E. ALLOCATIONSAND DISTRIBUTIONS.

1. Allocations. Except as otherwise expressly provided hereiasamay be
required by Section 704(c) of the Code and TreaRegulation 8§ 1.704-1(b)(2)(iv)(f)(4),
all items of income, gain, loss, deduction, andlitref the Partnership shall be allocated
to each Partner in accordance with each Partnerseptage Partnership interest, as set
forth in Exhibit “A.”

2. Monthly Draw. Unless and until modified by the unanimous wmitte
consent of the Partners SMITH, as an employee, dllentitted to a monthly draw
against Return to Labor [as defined in Section Betow] of $ , and
BROWN, as an employee, will be entitled to a montiraw of $

3. Allocation of Partnership Income. It is understood that gross practice
revenue of the Partnership shall be divided on athip basis between the Partners
according to the following method:

STEP (1) As determined under the accounting systieen used by the

Partnership, the total practice collections attable to patient treatment for each

Partner shall be added to any hygiene treatmelgatimins that are attributable to

each Partner. Such hygiene attribution shall herdened on a formula basis

with the numerator being the actual collectionstf@ respective Partner and the
denominator being the total of all collections tbe individual doctors. For

purposes of this agreement, “production” shall eéngéd as fees charged and
recorded in the books and records of the Partnerakia result of treatment
provided by either Partner or employees of the tiRc Production is an accrual-
based accounting concept giving rise to Partnerabgqounts receivable, whereas

“collections” is a cash-based accounting system @sdilts from actual gross

Partnership revenues received and deposited actwints of the Partnership.

STEP (2) The practice collections as determinedSiep (1) shall be
multiplied by a factor of Thirty percent (30%). i$tcalculated amount shall be
known as Return to Labor and shall be paid to €siner on a monthly basis.

STEP (3) Gross Revenues minus Return to Labormimiis all practice
operating expenses allocated, as outlined in Papagt of this Section E, shall be
known as Return to Capital. Return to Capital Ishal divided between the
Partners according to their percentage ownershipenPartnership and payable
on a monthly basis. For the period immediatelysegoient to the Effective Date,
such Return to Capital shall be divided as Sixig-fpercent (65 %) to SMITH
and Thirty-five percent (35 %) to BROWN. [Note: rpentages based on
partnership interest owned, which are defined engfeamble.]

By way of illustration, let us assume that, in &egi month, One Hundred Fifty
Thousand Dollars ($150,000) of collections are geteel. It is determined that
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revenues attributable to hygiene are Thirty Thoddaallars ($30,000); revenues
attributable to BROWN are Forty Thousand DollardQ®00); and revenues
attributable to SMITH are Eighty Thousand Dolla8@,000). Thus, hygiene
shall be attributed as Ten Thousand Dollars ($13),6@ BROWN. Hygiene shall
be attributed as Twenty Thousand Dollars ($20,00@MITH.

Further, it is assumed that in a given month toferating expenses are Seventy-
Five Thousand Dollars ($75,000). Return to Labaynpents for BROWN are
calculated at Thirty percent (30 %) of Fifty Thonddollars ($50,000) or Fifteen
Thousand Dollars ($15,000). Return to Labor paysér SMITH are calculated
at Thirty percent (30 %) of One Hundred Thousanddp® ($100,000) or Thirty
Thousand Dollars ($30,000). After payment of alpenses and payment of
Return to Labor to BROWN and other doctors, theréeft a balance of Thirty
Thousand Dollars ($30,000) known as Return to @apit For the period
immediately subsequent to Effective Date, Thirtsefipercent (35%) of Thirty
Thousand Dollars ($30,000), or Ten Thousand Fivedred Dollars ($10,500),
would be payable to BROWN and Sixty-five perceri%f of Thirty Thousand
Dollars ($30,000), or Nineteen Thousand Five Huddbellars ($19,500), would
be payable to SMITH.

4. Allocation of Partnership Expenses. Expenses of the Partnership
include, but are not necessarily limited to, exgsnselated to equipment, insurance,
supplies and instruments, personnel, leasehold eusscheduling of appointments,
processing of patient records, maintenance of miafiieancial records, billing of patients
for services rendered, and other administrativeedutlated to patient care and legal and
accounting fees.

Specifically excluded from Partnership expenseasllsbe all expenses of a
personal nature, including, but not necessarilyitéich to, personal disability income
provisions, automobile, travel, non-business eai@ment, continuing education,
publications, and personal legal or personal adtogiexpenses, unless otherwise agreed
to by the Partners of the Partnership. These palsexpenses shall be charged to the
respective Partner for whom the expense was indurre

On a quarterly basis, all PARTNERSHIP operatingessgs shall be allocated to each
Partner and deducted from each Partner's Retu@afmtal as referenced in Paragraph 3
of this Section E in the same proportion that e&dpective Partner’s collections, bears
to the total gross collections of the PARTNERSHIFhe allocation of PARTNERSHIP
expense shall be determined in the following maraseillustrated in Exhibit “C”" —
Allocation of Partner Expenses Worksheet:

STEP (1) For each quarter, such quarters to comenemdanuary 1, April 1,
July 1, and October 1, a “Percentage of PARTNERSEHRections” (PCC) shall
be calculated by dividing each Partner's quartarbflections by the total
PARTNERSHIP Collections for that same quarter.
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STEP (2) For each quarter, a “Rolling Average P@@”the previous two
(2) quarters shall be calculated by adding eacth@ftwo (2) previous quarters’
“PCC” (from STEP (1)) together and dividing by 2.

STEP (3) For each quarter, the quarter’s “Rollingerage PCC” (STEP (2))
is subtracted from the quarter's “PCC” (STEP (b)Jlerive a “PCC Differential.”

STEP (4) For each quarter, the total quarterly egps are multiplied by
each Partner's “PCC Differential” (STEP (3)) to adhte each Partner’s
“PARTNERSHIP Equalization” amount for the quarter.

STEP (5) “PARTNERSHIP Equalization” amounts will hecounted for as
follows:
Negative PARTNERSHIP Equalization amounts will lseaunted for by
first reducing the Partner's Return to Capital mlisition, and if required,
reducing the Partner’s Return to Labor distribution

Positive PARTNERSHIP Equalization will result in mncrease first to the
Partner's Return to Labor Distribution, but not égceed 30% of the
Partner's quarterly collections. Any excess woble added to the
Partner’s Return to Capital distribution for theager.

F. RESTRICTION ON TRANSFER OF PARTNERSHIP INTEREST.

1. Prohibition against Transfer. No Partner may sell, assign, transfer,
encumber, or otherwise dispose of any interesgnyr part thereof, in the Partnership
without the prior written consent of the other Rart and shall not pass title to said
interests in the absence of such consent, andwhy@ohibited transfer, if made, shall
be void and without force or effect.

2. Divorce or Death of Spouse. In the event any Partnership interest is
community property, then (1) upon the death ofgbeuse of SMITH or BROWN, or (2)
upon a final, non-appealable decree of divorce EiTEH or BROWN from his/her
spouse, the spouse as evidenced by the signatiore, lygants to the Partner or owner of
the Partner (hereinafter for this Section refertedas “Purchasing Partner”) the first
option to purchase the community interest in therfeaship of the deceased or divorced
spouse. The price, terms, and conditions shailh laecordance with Paragraphs 3 and 4
of this Section F. If the Partnership consistsnafre than two partners, then the
remaining Partners shall have the second optiqgmutohase the community, or separate
property interests in the Partnership of the desmba@s divorced spouse, in percentages
equal to their individual interests in the Parthgys Each of the signatories to this
Agreement hereby acknowledges that he/she hasrkdly this Agreement, understands
same, and has had the opportunity to seek indepecdansel. The respective spouses

Sample Professional Partnership Agreement - Page 9



specifically bind their heirs, beneficiaries, estatand personal representatives to this
provision.

The Purchasing Partner shall have ninety (90) dagm the date of the
appointment and qualification of the Administrator Executor of the estate of his/her
deceased spouse or ninety (90) days from the ddte @ntry of a final, non-appealable
divorce decree between the Purchasing Partner #&ibleh spouse within which to
exercise the option.

Should the Purchasing Partner fail to exerciséhaéisoption, the remaining
Partners shall have the option to purchase then&atip interest of the deceased or
divorced spouse. The price, terms, and conditstyadl be in accordance with Paragraphs
5, 6, and 7 of this Section F. Each of the sigmedoto this Agreement hereby
acknowledges that he/she has fully read this Agee¢nunderstands same, and has had
the opportunity to seek independent counsel.

3. Right of First Refusal - Bona Fide Offers. If during the term of this
Partnership a Partner (i) receives from a thirdypand desires to sell under a bona fide
offer to purchase any or all of the Partner’s ies¢s in the Partnership, or (ii) a Partner
desires to make a bona fide offer to sell any loofdhis/her interest in the Partnership to a
third party, or (iii) a Partner desires to sell/hes Partnership interest to the Partnership
or (iv) a Partner desires to sell any or all oftes interest in the Partnership to a Partner,
such Partner, (hereinafter for this Section retetaeas the “Selling Partner(s)”), will give
notice in writing (herein call a “Notice of Offer9f such offer to the other Partner(s)
(hereinafter for this Section referred to as thartiRasing Partner(s)”). Such Notice of
Offer shall include a copy of such offer setting eacurately and in detail the price and
terms of the proposed sale, and in the case ofrd plarty offeror, the name of the
offeror.

The Purchasing Partner shall have a Right of Restisal to purchase the Selling
Partner’s partnership interest at either (a) theepdetermined in Paragraph 5 of this
Section F and on the terms as expressed in Palerapd 7of this Section F or (b) at the
value and on upon the terms specified in the Natic©ffer. The choice of purchase
price and terms are to be determined at the sasleration of the Purchasing Partner.
Such Right of First Refusal may be exercised bylRaging Partner by giving of written
notice of exercise thereof to Selling Partner waithhirty (30) days of receipt by
Purchasing Partner of the Notice of Offer. SellRggtner agrees that concurrent with the
closing of Purchasing Partner's purchase pursuangxercise of this Right of First
Refusal, Selling Partner will enter into a covenawmit to compete as more specifically set
forth in Paragraph 7 of this Section F.

In the event the Purchasing Partner does not iseesach right within thirty (30)
days of receipt of the Notice of Offer, Selling far shall have the right, at any time
within sixty (60) days after expiration of suchrthi(30) day option period, to sell and
convey the Partnership interest to such third plartyhe price and on the terms specified
in the Notice of Offer. Upon consummation of ssethe, such third party shall succeed
to the rights of the Selling Partner hereunder, #rel terms and provisions of this
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Agreement shall continue in full force and effgovided, however, that any subsequent
sale to the same purchaser or to a different pseghfar a different price or on different
terms must again be submitted to Purchasing PamnarNotice of Offer as required
hereinabove, and provided that the third partylslrahnge for appropriate registration
papers to be filed with the Secretary of StatetierLimited Liability Partnership.

In the event Purchasing Partner shall exerciseitji to purchase provided for
herein, the sale and purchase shall be concludiihva reasonable time after exercise of
such right and, in any event, within ninety (90yslthereafter.

Without in any way limiting the above provisiorBurchasing Partner agrees to
promptly execute and deliver to Selling Partneradver of Purchasing Partner’s rights to
purchase as set out in this Paragraph 3 of thisdBeE, in the event Purchasing Partner
fails to timely exercise the Right of First Refusapurchase hereunder.

4. Rights of Purchasers. If any or all Purchasing Partner(s) exerciserthei
Right of First Refusal as discussed in Paragrapi tBis Section F, they shall initially
have the right to purchase a portion of the offesieakes equal to their percentage interest
in the remaining Partnership.

5. Valuation of Partnership Interest. |If there shall be cause for an
appraisal to be completed with respect to the valua Partner’s interest, an appraisal
shall be ordered from The Hindley Group, L.L.C., sarch other firm that shall be
qualified to perform such an appraisal. Such dpatahall be based upon the date when
a Partner shall notify the Partnership in writihgttan appraisal shall be completed. The
appraisal firm shall be specifically instructedtttizeir appraisal calculation shall be of a
going concern value and representative of a Onedianpercent (100%) controlling
interest with a non-compete agreement. Furthery#huation shall be completed under a
definition of Fair Market Value, according to then&rican Society of Appraisers, and
not investment value, without consideration givemn discount as a result of lack of
marketability. The valuation of a Partner’s instrsghall be the value of the Partnership
multiplied by the percentage interest being valw#tiout any further discount taken for
lack of control, minority interest, or lack of liglity. Such valuation of Partnership
interest shall be known as the Purchase Price.

6. Terms of Payment. If the Purchasing Partner shall elect to paypthee
under the Notice of Offer, then he shall also eteetsame terms and conditions for the
payment of such purchase price. If he shall géleeturchase Price as determined under
Paragraph 5 of this Section F, then such amouit lslgaid according to the following
terms:

a. Cash Payment to Selling Partner. There shall be no cash paid at Date of

Closing. Assumption by Purchasing Partner of Bglfartner’s allocable portion

of any outstanding indebtedness against the Pafipeshall be utilized as a

reduction in the face amount of the promissory note

b. A Promissory Note Payable to Selling Partner. An amount equal to

One Hundred Percent (100.00%) of the Purchase Paygable to Selling Partner

shall be evidenced by a promissory note executedhbyPurchasing Partner
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payable to Selling Partner, requiring equal mongayments based on an Eighty-
four (84) month amortization, with a maturity ofgBty-four (84) months, and

bearing an annual fixed interest rate equal to Rhene Rate on the Date of
Closing Prime Rate as quoted Tme Wall Sreet Journal plus three percent

(3.00%) and, the first payment being due one (lhtmafter Date of Closing.

Purchasing Partner shall have the privilege of gyey all or any part of said

Note at any time thereafter without penalty.

7. Noncompetitive Covenant. Selling Partner agrees that for a period of
Three (3) years from the last day of associatioth e Partnership as provided for
herein, neither the Selling Partner nor any corpama Partnership, or joint venture in
which the Selling Partner holds an ownership irsiei@ which employs the Selling
Partner shall: (i) engage in the practice of démtiwithin a geographical radius of ten
(10) miles of the Partnership’s offices as descrilve Paragraph 6 of Section A or any
offices established by the Partnership, or (iijicdiobr otherwise contact any referring
doctors or patients or otherwise dissuade suchriededoctors or patients from using the
Partnership for dental services, regardless of ¢eographical location of the
Partnership’s dental practice, provided that anmprmooinication from the Selling Partner
to any patient that is required by any law, rule,regulation governing the Selling
Partner’s practice of dentistry shall not be deetioede a violation of any provision of
this Agreement.

Should Selling Partner violate this Covenant NwtQGompete, Selling Partner
shall pay to Purchasing Partner the following gsitiated damages:

During the first twelve (12) months after Effectiate the sum of eighty-five
percent (85%) of the purchase price as determieegirh

During the second twelve (12) months after Effectivate the sum of sixty-five
percent (65%) of the purchase price as determieegirh

During the third twelve (12) months after Effectiate the sum of forty-five
percent (45%) of the purchase price as determieesirn

Payments shall be considered to be received ilatioo of the noncompetitive
covenant by the Selling Partner for purposes af Baragraph 7 of this Section F if such
payments are received by (i) any corporations ngaships, or other entities in which the
Selling Partner holds an ownership interest or twidmploys Selling Partner, or (i) any
family or related members of the Selling Partn€he Partnership shall have the right to
inspect the books and other records of the SeRiagner’'s competitive practice monthly
for a period of Three (3) years following the d#te Selling Parther commenced such
competitive activities in violation of their CovartaNot to Compete.

The Selling Partner agrees that this covenant beahdependent of other terms
and conditions of this Agreement and shall contifarethe periods specified herein,
regardless of any termination of this Agreemenhe Belling Partner hereby agrees and
acknowledges that the restrictions and remediesaswd in this Paragraph 7 of this
Section F are reasonable, will not prevent theil@elPartner from earning a livelihood,
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will not cause an abandonment of any patient, aachecessary to protect the Purchasing
Partner’s legitimate interest.

G. PURCHASE UPON DEATH OR DISABILITY

1. Purchase and Sale of Partnership Interest upon Death of an Owner of
aPartner.

o

Upon the death of the owner of any Partnerhéiséstate and surviving
spouse, if any, shall offer all interest in thetRarship owned by them,
directly or indirectly, for sale to the other Pantrand that Partner shall
purchase all of the Partnership interest so offerpdn the terms and
conditions set forth in this Agreement and for Ehechase Price set forth
in Paragraph 5 of Section F.

b. The surviving Partners hereby specifically agi@gurchase all of the
Partnership interests offered pursuant to Paragtapiof this Section G
above.

2. Purchase and Sale upon Disability of an Owner of a Partner.

a. In the event an owner of a Partner becomes lddalas hereinafter
defined), that Partner shall have the obligation offer all of the
partnership interest owned by the Partner for saléhe other Partners
upon the terms and conditions set forth in thise&gnent and for the
Purchase Price set forth in Paragraph 3 of this@e6.

b. The Partner whose owner is not disabled hergegifically agrees to
purchase all of the Partnership interest offeredymnt to Paragraph 2.a.
of this Section G above.

C. An owner of a Partner shall be considered deshfdr the purposes of this
Agreement if, due to injury or the onset of angelts, the owner either is
(i) deemed to be disabled under the definitionisébility as contained in
the disability policy insuring the owner of a Partnas scheduled in
Exhibit “F” of this Agreement or (ii), if no suchigability policy then in
force requires payment, the owner is unable, foergod of ninety days, to
perform dentistry.

3. Purchase Pricein the Event of Death or Disability. In the event of the
death or disability of an owner of a Partner, thegpaid for the partnership interest of
the deceased or disabled Partner shall be theegreat(i) the proceeds paid of any
applicable life and/or disability policies thenfarce on the deceased or disabled Partner,

Sample Professional Partnership Agreement - Page 13



and as scheduled in Exhibit “F” of this Agreemennt(ii) the Purchase Price set forth in
Paragraph 5 of Section F.

4, Payment Terms. An amount equal to the purchase price as detexdrim
Paragraph 5 of Section F shall be paid in cashinvitmety days of the death or disability
to the Partner whose owner is deceased or to ttiedPavhose owner is disabled. If such
disability policy shall contain terms of installntgmayout over a period of months, the
initial payment to the disabled Partner shall $atthe terms of this Paragraph 4 of
Section G. The purchase shall be effective onldkeday of the month in which an
owner of a Partner is deceased or is deemed tshkled.

5. Power of Attorney. Each Partner hereby grants to the other Partmér a
its owner a power of attorney and hereby appoimsotwvner of the other Partner as that
Partner’s attorney-in-fact, for the purpose of eeqg or filing any documents or
otherwise taking any actions so as to effectuate ghovisions of this Agreement,
including, but not limited to, the mandatory satevpsions required by this Section G.
This power of attorney is irrevocable and is codplath an interest.

H. WITHDRAWAL

1. Withdrawal. A Partner ceases to be a Partner on the ococerrehan
event of withdrawal. An event of withdrawal of arfher occurs on:

€) Receipt by the Partnership of written noticéhef Partner’s express will to
withdraw as a Partner on the date specified imtiteee (which date must
be at least Twelve (12) months after the Partnpishieceipt of such
notice);

(b) In the case of a Partner whose owner has hidibense to practice
dentistry revoked, cancelled, or suspended perntign@nfor a period of
at least sixty (60) days;

(c) Termination of a Partner’s existence;

(d) A judicial decree, on application by a Partoerthe Partnership for the
Partner’s expulsion, requiring a winding up if thecree determines that:

(1) A Partner or an owner of a Partner has engagedrongful
conduct that adversely and materially affected Betnership
business;

(2) A Partner or an owner of a Partner willfully @ersistently
committed a material breach of this Agreement oa afuty owed
to the Partnership or the other Partners undendpedtO4 of the
Act; or
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3) A Partner or an owner of a Partner engagedndact relating to
the Partnership business that made it not reasppahtticable to
carry on the business in partnership with the Rartn

The events specified in Paragraph 1 (a), (b),daol (d) of this Section H shall
constitute a “wrongful withdrawal” within the meagi of the Act. Should an event of
withdrawal of a Partner occur, that Partner agthas for a period of Three (3) years
from the date of withdrawal from the Partnershigitimer the Partner, its owner, nor any
entity in which the Partner or its owner holds amership interest or which employs the
Partner’'s owner shall: (i) engage in the practicdemtistry within a geographical radius
of Ten (10) miles of the Partnership’s offices asatibed in Paragraph 6 of Section A or
any additional offices established by the Partriprstr (ii) solicit or otherwise contact
any referring doctors or patients or otherwiseudisng such referring doctors or patients
from using the Partnership for dental servicesamdigss of the geographical location of
the Partnership’s dental practice; provided that @mmunication from the Partner to
any patient that is required by any law, rule gutation governing the Partner’s practice
of dentistry shall not be deemed to be a violabbrany provision of this Agreement.
Should a Partner violate this non-competition ageeet, the Partner shall pay to the
other Partner the liquidated damages as specifedParagraph 7 of Section F.
Additionally, the Partnership may offset any amasumived to the other Partner from any
amounts owed to the withdrawing Partner for redénpor otherwise. The Partnership
and the remaining Partner shall have the righhspect the books and other records of
the withdrawing Partner’'s competitive practice ninytfor a period of Three (3) years
following the date of withdrawal.

The Partners agree that this covenant shall bepemtent of other terms and
conditions of this Agreement and shall continue tbe periods specified herein,
regardless of any termination of this Agreemente Partners agree and acknowledge
that the restrictions and remedies contained is ®Bection are reasonable, will not
prevent a Partner from earning a livelihood, wilit cause an abandonment of any
patient, and are necessary to protect the Parip&rdbgitimate interests.

2. Redemption of Partnership Interest.

€) Upon the withdrawal of a Partner under Sectith and if an event
requiring a winding up under Section I.1 does rmiuo within sixty (60)
days after the date of withdrawal, the Partnerstipll purchase the
Partnership Interest of the withdrawn Partner {figected Partner”) and
the Affected Partner or its representative shéllitsePartnership Interest.

(b) The purchase price shall be under the pricgetsrmined in Paragraph 5
of Section F and under the terms as stated in Rapla® of Section F.

(c) The payment to the affected Partner or itsasgmtative under this Section
is in complete liquidation and satisfaction of @lé rights and interest of
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the affected Partner and its representative (arall éfersons claiming by,
through, or under the affected Partner and itsessprtative) in and in
respect of the Partnership, including, without tation, any Partnership
interest, any rights in Partnership income, distitns or specific

Partnership property, and any rights against thisn@ahip and (insofar as
the affairs of the Partnership are concerned) ag#ie Partners.

l. WINDING UP AND TERMINATION

1. Winding Up. The Partnership’s business and affairs shalivbend up
upon the earlier of (a) December 31, 2040; (b) affemative vote of a majority in
Partnership Interests of the Partners; (c) an eskentithdrawal under Section H; (d) an
event that makes it illegal for all or substantiall of the business of the Partnership to
be continued unless a cure of the illegality oceuithin ninety (90) days after the date of
notice to the Partnership of the event of illegalénd (e) the sale of all or substantially
all of the property of the Partnership outside dh@inary course of business. However,
the Partnership shall continue and shall not bendoup if the Partnership was to be
wound up for reasons set forth in section (a) aya{ Section H paragraph 1 [other than
due to a judicial decree as outlined in Section ddagraph 1 (d)] and a majority in
Partnership Interests of the remaining Partners ébecontinue the Partnership. Except
as the Act may require under non-waivable provisiamo other event shall require a
winding up of the Partnership.

2. Winding Up Liquidation. After the occurrence of an event requiring
winding up occurs, the Partners who have not watvdr shall wind up the Partnership’s
business and shall appoint a person as liquidator sthall proceed diligently to wind up
the affairs of the Partnership and make final distions as provided in this Agreement.
The costs of liquidation shall be borne as a Peship expense. The steps to be
accomplished by the liquidator are as follows:

(@) As promptly as practicable after an event ahdriawal and again after
final liquidation, the liquidator shall cause a jpeo accounting to be made
of the Partnership’s assets, liabilities, and oppana through the last day
of the calendar month in which winding up occurshe final liquidation
is completed, as applicable;

(b) The liquidator shall pay from Partnership funal$ of the debts and
liabilities of the Partnership (including, witholimitation, all expenses
incurred in liquidation and any advances) or otheewmake adequate
provision for them (including, without limitatiorthe establishment of a
cash escrow fund for contingent liabilities in suamount and for such
term as the liquidator may reasonably determing]; a

(c) Settle the accounts among the Partners asvgillo
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0] The liquidator may sell any or all of the remialg Partnership
property, including to Partners, and any resulgagm or loss from
each sale shall be computed and allocated to itataccounts of
the Partners;

(i)  With respect to all remaining Partnership pedy that has not
been sold, the Fair Market Value of that properhalls be
determined and the capital accounts of the Partsbedl be
adjusted to reflect the manner in which the unrealiincome,
gain, loss, and deduction inherent in property tieg not been
reflected in the capital accounts previously woblel allocated
among the Partners if there were a taxable digposif that
property for the Fair Market Value of that propeoty the date of
termination;

(i)  Remaining Partnership property shall be dmstted among the
Partners in accordance with the positive capitebant balances of
the Partners, as determined after taking into adcall capital
account adjustments for the taxable year of thénBeship during
which the liquidation of the Partnership occurshéstthan those
made by reason of this clause (iii)); and

(iv)  Any remaining Partnership property shall bestdbuted in
proportion to the Partner’'s percentage interetiténPartnership.

All distributions in kind to the Partners shall beade subject to the liability of
each distributee for its allocable share of costgenses, and liabilities previously
incurred or for which the Partnership has commitiedr to the date of termination and
those costs, expenses, and liabilities shall becatkd to the distributee under this
Section | paragraph 2. To the extent that a Par&terns funds to the Partnership, it has
no claim against any other Partner for those funds.

3. Termination. On completion of the distribution of Partnershgsets as
provided in this Agreement, the Partnership is teated, and the Partners (or such other
person or persons as may be required) shall céneseancellation of any filings made
with the Texas Secretary of State and shall takb sther actions as may be necessary to
terminate the Partnership.

J. MISCELLANEOUS PROVISIONS

1. Notice. Any notice required to be given pursuant to thenseiof this
Agreement shall be in writing. The notice shalldeemed given on the day sent, postage
prepaid, by registered or certified mail. Notic# e sent as follows:
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TO JOHN SMITH:

JOHN A. SMITH, D.D.S.

TO THOMAS BROWN:

THOMAS L. BROWN, D.D.S.

or as otherwise directed by each party.

2. Malpractice Insurance. The Partnership will maintain malpractice
insurance covering each employed dentist of thenPeship in the amount of at least One
Million Dollars ($1,000,000.00) per occurrence anthree Million Dollars
($3,000,000.00) overall, against liability arisiogt of accidents or negligent professional
conduct, but not against deliberate or recklesslaoin

3. Arbitration. If any dispute, controversy, or claim arises oytasfrelates
to, this contract, or the breach, termination ditviy thereof, the parties agree first to try
in good faith to settle the dispute by mediationthwthe American Arbitration
Association. If the parties are unsuccessful girtigood faith attempt to mediate the
dispute, then the dispute will be settled by aalibn in accordance with the Commercial
Arbitration Rules of the American Arbitration Assaiion. Arbitration shall take place in

City , __State__, and the number of atbits shall be one (1). The decision
of the arbitrator shall be final and may be reducedidgment in any court having subject
matter jurisdiction in County, __ State .

4. Entire Agreement. This Agreement contains all the terms and condstion
agreed to by the parties and no other Agreemeraspootherwise, regarding the subject
matter of this Agreement shall be deemed to exish bind any of the parties hereto.

5. Parties Bound. This Agreement shall be binding upon and inureh® t

benefit of the parties hereto and their respedtiees, executors, administrators, legal
representatives, successors, and assigns wherétpdrhy this Agreement.
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6. Other Instruments. The parties hereto covenant and agree that théy wil
execute such other and further instruments and rdeots as are or may become
necessary or convenient to effectuate and carrytloait Partnership created by this
Agreement.

7. Enforcement of Agreement. This Agreement shall be interpreted and
enforced in accordance with the internal laws, aotthe laws of conflicts, of the State
of Texas. In the event that any provision of tAgreement is held to be invalid or
illegal, such invalidity or illegality shall not ipair or affect any other provision hereof.
If any provision or provisions of this Agreemen¢ aletermined to be unenforceable by a
court of competent jurisdiction, such provisionpoovisions shall be deemed severable
and this Agreement may be enforced with such pr@vissevered, or as modified by
such court.

8. Counterparts. This Agreement may be executed simultaneously in
multiple counterparts, each of which shall congtitan original and all of which together
shall constitute but one and the same instrumirghall not be necessary that any single
counterpart hereof be executed by all parties besetlong as at least one counterpart is
executed by each party.
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IN WITNESS WHEREOF, the undersigned have set thaids and signatures on this
the day of , 20, tefteetive as of the Effective
Date.

JOHN A. SMITH, D.D.S.

THOMAS L. BROWN, D.D.S.

The undersigned are the respective Partners andxacuting this Agreement to
agree to and acknowledge their individual obligagicontained in this Agreement.

JOHN A. SMITH, D.D.S. THOMAS L. BROWN,.D.S.

The undersigned are the respective spouses of SMIHBROWN, and each of
us states that we have read this Agreement, uraersame, and fully agree to its terms.
We also state that we have had the opportunitgekiag independent counsel.

wife of SMITH wife of BROWN
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STATE OF 8§
COUNTY OF 8§

On this day of , 20_, before me a Notary
Public, personally appeared JOHN A. SMITH, D.DI8dividually, to me known to be
the personal described in and who executed thgdorg instrument and acknowledged
that HE/SHE executed the same as his free acteeudl d

In Testimony Whereof, | have hereunto set my hamd affixed my official seal
in the County and State aforesaid, the day andfiisaabove written.

NOTARY PUBLIC, State of

My Commission Expires:

Sample Professional Partnership Agreement - Page 22



STATE OF 8§
COUNTY OF 8§

On this day of , 20, before me a Notary
Public, personally appeared THOMAS L. BROWN, D.DI8dividually, to me known to
be the personal described in and who executed tregding instrument and
acknowledged that HE/SHE executed the same asdeisatt and deed.

In Testimony Whereof, | have hereunto set my hamd affixed my official seal
in the County and State aforesaid, the day andfiisaabove written.

NOTARY PUBLIC, State of

My Commission Expires:
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STATE OF 8§

COUNTY OF 8§
On this day of , 20, before me a Notary
Public, personally appeared wife of Jomitis , Individually, to

me known to be the personal described in and wkowgd the foregoing instrument and
acknowledged that she executed the same as hexdread deed.

In Testimony Whereof, | have hereunto set my hamd affixed my official seal
in the County and State aforesaid, the day andfirsaabove written.

NOTARY PUBLIC, State of

My Commission Expires:
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STATE OF 8§

COUNTY OF 8§
On this day of , 20, before me a Notary
Public, personally appeared wife of ThoBrasvn , Individually,

to me known to be the personal described in and executed the foregoing instrument
and acknowledged that she executed the same &edact and deed.

In Testimony Whereof, | have hereunto set my hamd affixed my official seal
in the County and State aforesaid, the day andfiisaabove written.

NOTARY PUBLIC, State of

My Commission Expires:
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EXHIBIT A

STATE OF 8
COUNTY OF 8§

PARTNERSHIP CONTRIBUTION

In exchange for a percent (__ %) Partigersherest, I, JOHN A.
SMITH, D.D.S., contribute, transfer and convey {dI$H BROWN, L.L.P., (1) my One
Hundred percent (100%) undivided interest in andltoof the assets set forth on the
Schedule of Assets attached hereto and (2) my Qmelidd percent (100%) undivided
interest in and to the patient records of thoseepts formerly seen and treated by JOHN
A. SMITH, D.D.S., at his dental practice in \Cit , __State__, including all files,
contracts receivables, work papers, patient ligi®ne numbers, covenants and practice
goodwill.

This contribution is effective and this document is
executed

JOHN A. SMITH, D.D.S.

In exchange for a percent (__%) Partipeisterest, I, THOMAS L.
BROWN, D.D.S., contribute, transfer and convey dIBH BROWN, L.L.P., (1) my
One Hundred percent (100%) undivided interest ohtarall of the assets set forth on the
Schedule of Assets attached hereto and (2) my Qmelidd percent (100%) undivided
interest in and to the patient records of thoseeptt formerly seen and treated by
THOMAS L. BROWN, D.D.S., at his dental practice in __City State_,
including all files, contracts receivables, workppes, patient lists, phone numbers,
covenants and practice goodwill.

This contribution is effective and this document is
executed

THOMAS L. BROWN, D.D.S.
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EXHIBIT B
VALUATION OF INDIVIDUAL PARTNER CAPITAL CONTRIBUTIONS

Partner Agreed Value of Cap@iahtribution
SMITH $ (net of any liabilities)
BROWN $ (net of any lidbait
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EXHIBIT C
ILLUSTRATION OF ALLOCATION OF PARTNERSHIP EXPENSES
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EXHIBIT D
FAIR MARKET VALUE
OF THE DENTAL PRACTICE OF
JOHN A. SMITH, D.D.S.
AS OF 20
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EXHIBIT E
FAIR MARKET VALUE
OF THE DENTAL PRACTICE OF
THOMAS L. BROWN, D.D.S.
AS OF 20
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EXHIBIT F

SCHEDULE OF ALL INSURANCE POLICIES INSURING LIVES PALL
PARTNERS FOR EITHER LIFE OR DISABILITY
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