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Guys,

here is a proposal to help us move forward


1. When CareX LLC was formed (08/24/2009 being the official registration date per the State of California), the 4 original members (FQ/JC/KC/WC) each contributed $5,000 in cash, to effectively own 25% per of the company

2. In early 10/2009, CareX took Yongwei as a 5th founding member with a 4% equity share, whereas the other 4 members agreed to reduce their respective share to 19.5%, leaving a 22% extra share to include YW's 4% share, 16% for the person(s) who can bring in the $2M VC round, & 2% for Fan as an incentive for completing Markoff/Careside Medical LLC negotiations.

3. The 5 member team collectively agreed on 12/03/2009 that to maintain each member's respective % share, & in preparation for meeting our negotiated obligation of having a $50,000 cash reserve payable to Markoff/CareMed, if & when the final agreement is signed, FQ/JC/KC/WC should each put in an additional $9,400, & YW $2,400. Prior to the 12/17/2009 wkly team meeting, each member except KC has submitted his check & their contributions recorded in the company HSBC balance.
4. In the 01/14/2009 team meeting, it was collectively decided that the team & company ownership structure be re-constructed to better concentrate on our fund raising efforts with a fully engaged and motivated team.

As such, it is proposed by the team that

1. KC to become a passive partner/investor in CareX.  JC volunteered to take this opportunity & do the same on his own accord – meaning they will become passive sharesholders of the LLC without active engagement in the company operations.

2. They remain eligible for the 16% VC money incentive.

3. JC & KC each be offered a 5% equity share of the LLC, if they elect to keep the original $5,000 investment in the company account. Of the $5,000 each, approx. $1,600 was spent thus far as part of the normal company operating expenses; as such that portion is not available to be refunded.

4. The reason for the 5% each stake being offered is as follows: for a fully vested schedule of 36 months for this LLC, JC & KC’s active membership is just short of 6 months, making their respective vested interest @ 19.5%/6 = 3.25%.  While a standard vesting schedule typically has a 1 yr vesting cliff (for the first 1/3), it is decided by the team that in exchange for them becoming passive partners, their vested share will be granted with only a 6 month service & further adjusted up to 5% each. The same vesting principle is applicable to other 3 active members.
5. Under these terms, JC & KC each may own 5% of the re-structured company with an original cash investment of $5,000, making an effective investment of $1,000 for each 1%.  So this is basically a straight ‘pay to play’ mechanism, without taking into consideration any of the 5 member’s contributions in time or effort, which may otherwise lead to unnecessary complications at this point.
6. JC & KC also be granted the following 2 options: either to “buy up” an additional 5% of Carex equity shares each, for a respective new cash investment of $5,000.  This will make the maximum available shares to JC & KC @ 10% each, down from the current 19.5% level.  The new shares, if purchased, will follow the regular vesting schedule.  Or, they can choose to “draw down” by withdrawing their remaining cash (for JC it is $3,400 +$9,400; & KC $3,400), & as such each retains a pro-rated equity share based on the $1,600 they have each committed, making their respective share @ 1.6% instead.
CareX LLC will also continue to operate on the following, but not exclusive, principles:
1. All members’ shares are subjected to possible future dilutions as is the standard for most all start-ups.

2. No one can, without the written approval of a simple majority share holders approval, add or withdraw his cash investment otherwise, past/present/future, to change his equity share % of the LLC.

3. While the 3 active members (FQ/WC/YW) will decide & execute day-to-day operations of the LLC forward, any decisions requiring a full shareholder vote will include JC & KC, & final decision is to be decided with a simple majority rule.

The above proposal was sent via e-mail by FQ 01/18/2010 for the team to review & discuss
· As of 01/21, all 5 founding members have agreed to this proposal outline via e-mail confirmations
· JC elects to withdraw his remaining cash of $3,400+$9,400=$12,800 from CareX & becomes a passive member with a 1.6% equity share

· KC elects to keep his remaining cash of $3,400 in CareX & becomes a passive member with a 5.0% equity share

This proposal is to be signed at CareX’s next weekly meeting in Jan., 2010, & become a resolution of the LLC.
FQ - FAN QIAN
JC - JIHCHIOU HSE

KC - KUOCHOU TAI

WC - WUCHUN WU

YW - YONGWEI ZHANG

