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Appeal of Michael J. and Mary E. Bills 

Case ID Nos. 610028 & 782397 


TIME LINE 

April I, 1997 Mr. Bills moved to California to join Brandes Investment Partners. 

Mid-1998 Mrs. Bills moved to California to join Mr. Bills. 

June 30, 1998 Mr. and Mrs. Bills purchased the Rancho Santa Fe property for 
$1,285,000. It is a 3,938-square-foot house on a 4.42 acre lot. 

February 2002 Mr. and Mrs. Bills purchased a condominium in New York City for 
$1,400,000. 

Late 2003 Mr. Bills discussed his retirement plans with other Brandes managing 
partners and advised them of his retirement date of December 31, 2004. 

July to late 2004 Mr. and Mrs. Bills reviewed approximately 50 residential properties for 
sale in the San Juan Islands-specifically, Orcas Island, Lopez Island and 
San Juan Island. 

October 2004 Mr. and Mrs. Bills narrowed their home search to three properties on San 
Juan Island and traveled there to personally review the three properties. 

November 2004 Mr. and Mrs. Bills purchased the 5,635-square-foot house on I 0.2 acres on 
Bailer Hill Road in Friday Harbor for $2.8 million. 

Dec. 1, 2004 Escrow closed on the Bailer Hill Road house. 

November
December 2004 

Mr. and Mrs. Bills purchased close to $170,000 of linens and bedding, 
rugs, and Northwest Native Art pieces. They also made other 
arrangements to get their Friday Harbor home ready for immediate 
occupancy (e.g., obtained property and casualty insurance, established 
utilities and propane service). 

Dec.22,2004 Mr. Bills submits formal written notice of his withdrawal effective 
December 31, 2004. 

Dec. 3 1. 2004 Mr. Bills withdrew from Brandes. 

First week of 
January 2005 

Mr. and Mrs. Bills purchased plates and silverware for Friday Harbor 
home, made two trips to the Postal Annex to ship personal items to Friday 
Harbor. 



Jan. 8,2005 Friday Harbor phone was activated. 

Jan. I 0, 2005 Mr. and Mrs. Bills moved to Friday liarbor, Washington. Upon arrival, 
they spent $3,113 of household items at Costco. They also purchased 
groceries at the local market. 

Jan. II, 2005 Mr. and Mrs. Bills registered their vehicles in Washington, except the 
2004 Prius due to a problem with the title. Mr. Bills took care of the title 
issue and registered the 2004 Prius in Washington in May 2005. 

Jan. 12, 2005 Mr. Bills obtained a Washington driver license. 

Jan. 13, 2005 Mr. and Mrs. Bills registered to vote as Washington residents. 

Week of 
January I 0, 2005 

Mr. and Mrs. Bills purchased and installed an additional $16,462 of art 
work at the Friday Harbor house. They also met with contractors to 
perform house and landscape services. 

Present Day Mr. and Mrs. Bills still reside at the Friday Harbor home. They have 
voted at local, state and national elections as Washington residents since 
January 2005. 
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De(;emhm' ~ 2004 

Brand.ea Worldwi4e HOlding, LP 
Attentlon: General Counsel 
119SB El C~ Real, Suite 500 

·92130 

Btandes Investment Partners, Inti, · . 

eJo Brsndes Worldwide Hol(iing. LP · 

Attention: General Counsel . 

1198& Blcamino Real. Suite 500 

San Diego. CA ~1SO ... 


Ladies.& Gentleme11; 

. · · · ·Afterm~y years of.working rogetllet,l am withm-a:wing·as a p.artner in Brandea 
Worldwlde Roldipgs, L.P, ("Holding&") effective :Qecember S1; 2004. ln addition, cffepttvo the same 
day, l am resigning aa ;Mtmisgmg Dircc~~ ·Client Services OfB~dea Inveatment ~artners. L.P. · 
("BIP. L.P.") and frolll all posit;otrs.·u an officet, dir~tor. or employee of Holdings, BIP, 4P•• and 
their subsidiaries and affiliates. . · · . . · · ·.. 

Plel\Se send all Withdrawal Pa:ym.t:nts and future notiCM to me at. . . 

. B-e:rt ofl~ok in yo~ fnt;aJe e:ode~vo~.s· . 
. . Si y. 

. . '- ~~ ~ r....... ..... 

· Mich~lBilla 

ec: 	 Wlllkie Fan & 'Gallaiber 

Attention: M!Ulrlce M. Lofkqrt 

7S7 Seventh Avenue 

Ne..y York. New York 10019..0099 


0 

http:Brand.es
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Schedule K-1 
(Form 1065) 

09 
Department of the Treas;;ry 
internal Revenue Se1V!ce 

For calendar year 2009, or tax 

year beginning 

ending-----· 20 

Partner's Share of Income, Deductions, 
Credits, etc. 

ddress, c:ty Si.ate, and ZP code 

BRANDES WORL~W!DE HOLDINGS, L.P. 

11988 EL CAMINO REAL, SUITE 500 

SAN DIEGO, CA 92130 

c IRS Centlr whece pa~.1ership 1iied retJm 

D ocheck if this is a publcly traded parcneJShip (PTP) 

E oan"i::r'S :dentifvi'1a nur:ber 

Partners nam.:! state, and ZIP code 

MICHAEL J. BILLS 

·
Partner #25 

G DGenerat partreror LLC 
member~marager 

Qum:ed partrerar other LLC 
member 

H QDomestic partne: DFore!gn partner 

What type of entity is this partnel" INDIVIDUAL 

Partners share of proit, loss, and capital {see instr .JctJCns). 

K Partner's share of l1abilit;es at yearend' 

\l:)ryerourse 

Quaiified non:-emurse f1!"!anor1g 

Recourse 

L Partne(s cap:tai account analysis· 

Beginning cap1tai account 

Capital ::or1Ubuted dunng the year 

Current year ncrease (decrease) 

Withdrawals & distributions 

Ending capi~al account 

Osection 704t:;) book 

QOother (explain) CASH__________________ _ 

M D1d the partner contlibute prope:ty \Mth a bui!4n ga,n or los? 

s 

A 

B 

c• 
A• 

12 Sect;on 1 deduction 

A 

B 
14 Self-errolc)'f"lent eam~ngs (Joss) 

9/10/2010 10:14 AM 



ScheduleK-1 (Form 1065)2009 PARTNER #25 MICHAEL J. BILLS 	 Page2 

This ·list identifies the codes used on Schedule K-1 for all partners and provides summarized reporting information for partners who file Form 1040. 
For detailed reporting and filing information, see the separate Partner's Instructions for Schedule K-1 and the instructions for your income tax return. 

1. Ordinary business income (loss). Determine ltr'1letherthe income (loss) is 
passive or nonpa93ive and enter on your etum as fo!lom. 

Reporl on 

Passive toss 
 See the Partrer's Instructions 

Passive income 
 Schedule E, line 28, mlumn (g) 


Nonpassive loss 
 Schedule E, line 28, mlumn (h) 

Nonpassive income 
 Schedule E. line 28, mlumn U) 


2. 	 Net rental real esta1e income (loss) See the Pame(s Instructions 


3. 	 Other net rental income (loss) 

Net 1nco1118 Schedule E, line 28, mlumn (g) 


Net loss See the Partrer's Instructions 


4. 	 Guaranteed paymerts Schedule E. line 28. colurm Ul 

5. Interest income Form 1040. lne 8a 


Ga. Ordinary dividends Form 1040, lne 9a 


6b. Qualified dividends Form 1040, lne 9b 


7. 	 Royalties Schedule E, l1ne 4 


B. Net short-tenn caprtal gain (loss) Schedule D, line 5, column (f) 


9a. Net long-term caJ:ital gain (loss) Schedule D, line 12, column (f) 


9b. Collectibles (28%) gain (loss) 28% Rate Gain VVJrksheet, line 4 


(Schedule D nstructrons) 


9c. 	 Unrecapb.Jred section 1250 gain See the Partrer's Instructions 


10. 	 Net section 1231 gain (loss) See the Partrer's Instructions 


11. 	 Other income (toss) 

Code 
A Other portfolio mcome (loss) See the Pamer's Instructions 


B Involuntary ronversions See the Pamer's Instructions 


C Sec 1256 oontracts & straddles Form 6781, line 1 


D Mining exploation rosts recapture See Pub 535 


E CancellatiOn of debt Form 1040. lne 21 or Form 982 


F Other income (loss) See the Pamer's lnstruct1ons 


12. 	 Section 179 deduction See the Partrer's Instructions 


13. 	 Other deductions 

A Cash contnbut1ons (50%) 

B Cash contnbutions (30%) 

c Noncash contnbutions (50%) See the Partners 


D Noncash contributions {30%} Instructions 


E Capital gah property to a 50% 

organization (30%) 

F Capital gan property (20%) 

G Contnbutions ( 1 DO%) 

H Investment interest expense Form 4952, lhe 1 

Deductions-royalty incorre Schedule E, line 18 

J Section 59(e)(2) expenditures See the Partner's Instructions 

K Deductions-portfolio (2% floor) Schedule A, Ihe 23 

L Dedudlons--portfollo (other) Schedule A, lhe 28 

M Amounts patd for 1118dical insurance Schedule A, lrne 1 or Form 1040, lrne 29 

N Educat1ona ass1stance benefits See the Pamer's Instructions 

0 Dependent care benefits Form 2441.1ne 14 

p Preproducttve penod expenses See the Pamer's Instructions 

Q Commeraal revitalization deduct1on 

from rental real eS.ate act1v1t1es See Form 8582 instructions 

R Pensions and IRAs See the Partner's Instructions 

s Reforestation e>q.Jense deduction See the Pamer's Instructions 

T Domestic production activities 

informat1on See Form 8903 instructions 

U Qualified production activities incorre Form 8903, lne 7 

V Employers Form W-2 wages Form 8903, line 15 

W Other deductions See the Pamer's Instructions 

14. 	 Self-employment earnings (loss) 
Note. If you have a section 179 dedud1on or any partner-level dedud10ns, see the 

Partners Instructions before completmg Schedlie SE. 
A 	 Net eamings (loss) from 

self-employrrent Schedule SE, Section A or 8 

B Gross farming or fi5hing income See the Pamer's Instructions 

c Gross non-farm income See the Pamer's Instructions 

15. 	 Credits 

A Low-income housmg credit (section 

420)(5)) from pre-2008 burldngs See the Pamer's Instructions 

B Low-1ncome housng credit (other) 

from pre-2008 bui~ings See the Pamer's Instructions 

c Low-income houS:ng credit (sect1on 

42UXS)) from post-2007 bui~1ngs Form 8586, lne 11 

D Low-income housng credit (other) 

from posl-2007 bui~ings Form 8586, lne 11 

E 	 Qualified rehabilitation e;.penditures 

(rental real estate) } See the Pamer's Instructions 

Other rental real estate cred1ts 

G Other rental credits 

H 	Undistibuted capital gahs credit Form 1040, lne 70: check box a 

Alcohol and rnllulostc b1ofuel fuels 

credit Form 6478, line 7 

Work opportunity credit Form 5884, lne 3 

Code Report on 

K Disabled access credit 
 See the Partrer's Instructions 
L Empollr€rment zone and renewal 


community errployment credit Form 8844, line 3 
M Credit for Increasing research activit1es See the Partrer's Instructions 
N Credit for employer soaal secunty 

and Medicare taxes 
 Form 8846, line 5 
0 Backup WIThholding 
 Form 1040. lne 61 
P Other credits 
 See the Pamer"s lnstrJcttons 

16. 	 Foreign transactions 

A Name of country or U S 

possess1on 


8 Gross income frum all sources 
 Form1116, Part I 

C Gross 1ncome sourced at 


partner level 

Fore1gn gross mcome sourced at partnership level 

D Passive category 


E General category 
 Form 1116, Part I 

F Other 


Dedudions allocated and apportbned at partner/eve/ 

G Interest expense 
 Form 1116, Part I 
H Other 
 Form 1116, Part I 

Oedudions allocated and apportoned at partnet5h!p level to foreign source 

mcome 

Passive category 


General category 
 } 	 Form1116, Part I 
K Other 


Other infonnafjon 

L Total foretgn taxes pa1d Form 1116, Part II 
M Total fore1gn ta>es accrued Form 1116, Part U 

N ReductJon in taxes available for credit Form 1116, lne 12 

0 Fore1gn trading gro::E receipts Form 8873 

P Extraterritonal incorre exclus1on Form 8873 
Q Other fore1gn transactions See the Pamer's lnstru:::t10ns 

17. 	 Alternative minimum tax (AMn items 

A Posl-1986 depreoation adj.Jstment 

B Adjusted gain or loss See the Pame(s 


C Depletion ptherthan oil & gas) Instructions and 


D Oil, gas, & geothermal-grcss incorre the Instructions for 

E Oil, gas, & geothermal-deductions Form 6251 


Other AMT lems 

18. 	 Tax-exempt income and nondeductible expenses 

A Tax-exempt intere& income 

l
Form 1040, lne 8b 

8 Other tax-exempt1ncome See the Pamer's Instructions 
C Nondeductible expenses See the Pamer's Instructions 

19. 	 Distributions 

A Cash and rrarketabe secunties 

B Distribution subJect to sect1on 737 } See the Pamers Instructions 
c Other property 

20. 	 Other information 

A Investment incorre Form 4952, lne 4a 

B Investment expenses Form 4952. lne 5 

c Fuel tax credit inforrrntion Form4136 

D Qualified rehabilitation e;.penditures 

(other than rental real estate) See the Partners Instructions 
E 	 Basrs ot energy property 
 See the Pamer's Instructions 

Recapture of loiN-income housing 


credrt (sectron 42U)(5)) 
 Form 8611, lne 8 
G 	 Recapture of low-income housng 


credit (othe~ 
 Form 8611. lne 8 
H 	 Recapture of investment credit 
 See Form 4255 

Recapture of other credits 
 See the Pamer's Instructions 
Look-bad< interest-completed 


long-term contracts 
 See Form 8697 
K 	 Look-back interest-income forecast 

method See Form 8866 
L Dispositions of property Vvith 

section 179 deductions 
M Recapture of section 179 deduct1on 

N Interest expense for corporate 

partners 

0 Section 453(1)(3) information 
p Section 4531\(c) informatron 

a Sectron 1260(b) informatron See the Pame(s 

R Interest allocable to poduct1on Jnstruct1ons 


expenditures 

CCF nonqualfied v.ithdrawals 
T Depletion hfoi1Tlatlon-oil and gas 
u Amortization of ~forestation costs 

v Unrelated bus ness taxable tncome 
w Precontnbution garn ~oss) 
X Section 1 OO(i) rnformatron 
y Other information 



BRANDES WORLDWIDE HOLDINGS, L.P. PARTNER# 25 

SCHEDULE K-1 SUPPORTING SCHEDULES 

PART II, ITEM L, CURRENT YEAR INCREASE (DECREASE) 

INCOME (LOSS) FROM SCH. K-1, BOXES 1 -11 

LESS DEDUCTIONS FROM SCH. K-1, BOX 12, 13, 16L & 16M 

TOTAL INCOME (LOSS) PER SCHEDULE K-1 

LESS: EXPENSES RECORDED ON BOOKS. NOT INCLUDED ON SCH. K-1. 

DEPRECIATION 

TRAVEL AND ENTERTAINMENT 

GAIN/LOSS ON ASSET DISPOSAL 

PENALTIES 

EXCHANGE ADJUSTMENT 

OFFICER LIFE INSURANCE 

PLUS INCOME RECORDED ON BOOKS, NOT INCL. ON SCH. K-1: 

INCOME TAX EXPENSE 

PLUS ·DEDUCTIONS ON SCH. K-1, NOT CHARGED AGAINST BOOKS 

BOOK/ TAX DIFFERENCE FROM PASSTHROUGH 

LESS: INCOME RECORDED ON SCH. K-1, NOT INCLUDED ON BOOKS 

GUARANTEED PAYMENT 

SECTION 987 ADJUSTMENT 

CURRENTYEARINCREASE(DECREAS~ 

BOX 5- INTEREST INCOME 

U.S. GOVERNMENT INTEREST INCOME FROM PASS THROUGH 

SCH.K OTHER INTEREST INCOME 

OTHER INTEREST INCOME FROM PASS THROUGH 

TOTAL INTEREST 

BOX 6- DIVIDEND INCOME 

QUALIFIED DIVIDENDS FROM PASS THROUGH 

OTHER DIVIDEND INCOME FROM PASS THROUGH 

TOTAL DIVIDENDS 

STATEMENT #1 
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BRANDES WORLDWIDE HOLDINGS, L,P, PARTNER# 25 

SCHEDULE K-1 SUPPORTING SCHEDULES MICHAEL J, BILLS 

BOX 11, CODE A- OTHER PORTFOLIO INCOME (LOSS) 

IRC SEC, 988 INCOME (LOSS} (FOREIGN CURRENCIES) 


(1040 FILERS ENTER ON SCH, E, PART 11, 


INCOME- COL, J, (LOSS) - COL. H) 


OTHER PORTFOLIO INCOME FROM PASS THROUGH 


TOTAL OTHER PORTFOLIO INCOME (LOSS) 


BOX 13, CODE K- DEDUCTIONS- PORTFOLIO (2% FLOOR) 

PORTFOLIO DEDUCTIONS FROM PASS THROUGH 


TOTAL DEDUCTIONS- PORTFOLIO (2% FLOOR) 


FOREIGN TRANSACTIONS 

A NAME OF COUNTRY OR U,S, POSSESSION VARIOUS 

B GROSS INCOME FROM ALL SOURCES 

C GROSS INCOME SOURCED AT PARTNER LEVEL 

D PASSIVE CATEGORY 

E GENERAL CATEGORY 

G INTEREST EXPENSE 

I PASSIVE CATEGORY 


J GENERAL CATEGORY 


L TOTAL FOREIGN TAXES PAID 


BOX 18- NONDEDUCTIBLE EXPENSES 

OFFICER LIFE INSURANCE 


FINES AND PENAL TIES 


FROM PASS-THROUGH ENTITIES 


TOTAL NONDEDUCTIBLE EXPENSES BEFORE TRAVEL AND ENTERTAINMENT 


TRAVEL AND ENTERTAINMENT EXPENSE NONDEDUCTIBLE 


TOTAL NONDEDUCTIBLE EXPENSES 

STATEMENT#2 



BRANDES WORLJWIDE HOLDINGS, L.P. PARTNER# 25 

SCHEDULE K-1 SUPPORTING SCHEDULES MICHAEL J. BILLS 

PARTNER FOOTNOTES 

ITEM LENDING CAPITAL BASED ON: OTHER- CASH BASIS 

FOREIGN GROSS INCOME SOURCED AT PARTNERSHIP LEVEL, LINE 16F: 

FOREIGN QUALIFIED DIVIDENDS ARE INCLUDED ON LiNE 16F (AS WELL AS ON LiNE 6 

AND ON LINE 11 IF APPLICABLE). PLEASE CONSULT YOUR TAX ADVISOR 

WHETHER ADJUSTMENTS SHOULD BE MADE TO THIS At-/10UNT OR ANY 

OTHER AMOUNTS APPEARiNG ON LINE 16 FOR PURPOSES OF CALCULATIONG YOUR 

FOREIGN TAX CREDITS ON FORM 1116. 

YOUR ALLOCABLE SHARE OF FOREIGN QUALIFIED DIVIDENDS ARE: 

SECTION 754 GOODWILL AMORTIZATION 

EQUITY PAYOUT: 

2009 401 (K) CONTRIBUTIONS 

5,138,422 

STATEMENT #3 



BRANDES WORLDWIDE HOLDINGS, LP PARTNER# 25 

SCHEDULE K-1 SUPPORTING SCHEDULES MICHAEL J. BILLS 

THIS PAGE REPRESENTS INFORMATION NOT SUPPLIED ON SCHEDULE K-1 OF WHICH MAY BE NEEDED FOR YOU TO COMPLETE 

YOUR CURRENT YEAR TAX FILINGS: 

DOMESTIC PRODUCTION GROSS RECEIPTS (OPGR} NONE 

COGS ALLOCABLE TO OPGR NONE 

DIRECTLY ALLOCABLE DEDUCTIONS NONE 

INDIRECTLY ALLOCABLE DEDUCTIONS NONE 

EMPLOYER'S W-2 WAGES 

STATEMENT #4 



BRANDES WORLDWIDE HOLDINGS, LP PARTNER 1125 

SCHEDULES 

SUMMARY OF BRANDES VVORLD'MDE HOLDINGS, LP ESTIMATED HISTORICAL FOREIGN SOURCE INCOME/ (LOSS)' 

2003 2001_ 2005 200'?_ ~ ~ ~~~ 

BRANDES WORLD\!1.1DE HOLDINGS VVORLD\t\1DE T AX.A.BLE INCOME 1,359,988,687 265,435,687 367,155,622 420,095,554 441.772,997 388,767 '735 453,367,035 

FOREIGN SOURCE INCOME 11,611,389 50,832.718 58 320,608 109.369,178 153,062,253 126,916,04 7 89.212.27\ 

FO'lEIGN SOURCE EXPENSES: 

INTEREST EXPENSE (30,0'16) (137.682) (1 ,278, 194) (765,378) (719,014) (643,871) (212.226) 

OTHER G&A EXPENSE (31,036,135) (81,579.216) (61.199,752) (99.552,098) (149,027,630) (103,166,848) (84,210,097) 

TOTAL FOREIGN SOURCE EXPENSES ALLOCATED AND APPORTIONED (31,066,211) (81,71G,898) (62,477,946) (100,317,476) (149,746,644) (103.612,719) (84.422,323) 

NET FOREIGN SOURCE INCOME (13,4 54,822) (30.884.120) (4, 157 338) 9,051,702 3 315,609 23.103,328 4,789,948 

•AMOUNTS ARE ATTRIBUTABLE TO INDIVIDUAL PARTNERS TO BE DETERMINED BASED ON DISTRIBUTIVE SHARE PERCENTAGE. 

STATEMENT #5 




