¢ 1040

Depantment of the Treasury - intemal Revenue Service

2006

Mi00406 03/19/2007

U.S. Individual Income Tax Return (99) IRS Use Only - Do not write or staple in this space.
For the year Jan. 1-Dec. 31, 2006, or other tax year beginning , 2006, ending , 20 OMB No. 1545-0074

Labhel k Your first name and Initial Last name Your social securitv number
i(r?se:u dions B | MICHAEL R PENCE .
on page 16.) E if a Jolnt retum, spouse’s first name and initial| Last name Spouse's soclal security number
Use the IRS KAREN S PENCE _
label. H | Home address (number and streef). if vou have a P.O. box, see page 16. Apt. no. You must enter
Otherwise, E A your SSN(s) above. A
please print R I
or type. E City, town or post office, state, and ZIP code. If you have a foreign address, see page 16. Checking a box below will not
Presidential ARLINGTON VA 22213 change your tax or refund.

Election Campaign® Check here if you, or your spouse if filing jointly, want $3 to go to this fund (see page 16) ..

» D You D Spouse

1

Filing Status 2 |X

Single

Married filing jointly (even if only one had income)

al |

Head of household (with qualifying person). (See page 17.2 if

the qualifying person is a child but not your dependent, enter
this child's name here. P> .

Check only 3 Married filing separately. Enter spouse's SSN above 5 Qualifying widow(er) with dependent child (see page 17)
one box. and full name here. P
6a % Yourself. If someone can claim you as a dependent, do not checkbox6a . ... } Boxes chocked 2
Exemptions b |X| Spouse %lg.s%f ‘znggren
¢ Dependents: (2) Dependents (3) Dependents q(:gl. :hi',g » fived with 3
- relationship to {2&%’2]“5% ! did not live with
(1)_First name Last name soclal security number you a0 19 you due to divorce
MICHAEL J ___ PENCE SON X[ {5ee page 20
If more than four CHARLOTTE PENCE DAUGHTER X|  Dependents on
dependents, sce AUDREY A PENCE DAUGHTER X|  tered above
‘page 19. i - Add numbers
d _Total number of exemptions claimed ... ............oo oo e ggot\i,r;es. [—5|
7 Wages, salais, tps,eto. Aach Form@ W2 ... 161,113
Income 8a Taxable interest. Attach Schedule B If reqUIFE ... .........uviee et 34
Attach Form(s) b Tax-exempt interest. Do not include online 8a . .. | 8b |
W-2 here. Also 93 Ordinary dividends. Altach Schedule B if required
aach FOMS "y Qualfd dwdends (e pg 29 ... .. Lsn
1099-R if tax 10  Taxable refunds, credits, or offsets of state and local income taxes (see page 24) . . .. ..
was withheld. 11 Afimony received e
I you did not 12  Business income or (loss). Attach Schedule C or C-EZ . 439
got a W-2, 13 Capital gain or (loss). Attach Schedule D if required. If not required, check herd> ] -3,000
see page 23. 14  Other gains or (losses). Attach Form 4797 .
15a IRA distrbutions = 15a b Taxable amount (see page 25)| 15b
16a Pensions and annuities 16a b Taxable amount (see page 26)| 16b
Enclose, but do 17  Rental real estate, royalties, partnerships, S corporations, trusts, etc. Atiach Schedule £ | 17 0
not attach, any 18 Farm income or (loss). Attach Schedule F 18
payment. Also, R SEIBELIE T
please use 19 Unemployment compensation 19
Form 1040-V. 20a Social security benefits. |20a I | b Taxable amount (see page 27)] 20b
21 Other income. List type and amount (see page 29) __ SPEAKING FEE ... 1,000
22 Add the amounts in the far right column for lines 7 through 21. This is your total income > 159,586
23 Archer MSA deduction. Attach Form 8853 . . . . .. 23
Adjusted 24  Certain business expenses of reservists, performing artists, and
Gross fee-basis government officials. Attach Form 2106 or 2106-EZ | | 24
Income 25 Health savings account deduction. Attach Form 8889 | 25
26 Moving expenses. Attach Form 3903 . . . ... ... 26
27  One-half of self-employment tax. Attach Schedule SE . 27 102
28  Seif-employed SEP, SIMPLE, and quafified plans . 28
29  Selfemployed health insurance deduction (see page 29) | 29
30 Penalty on early withdrawal of savings .. . . . . ... ... ... 30
31a Alimony paid b Recipient's SSN P 3a
32 IRA deduction (see page 31) ... 32
33  Student loan interest deduction (see page 33) . ... ... ..., 33
34  Jury duty pay you gave to your employer 34
35 Domestic production activities deduction. Attach Form 8903 | 35
36 Add fines 23 through 3ta and 82thiough 35 . 102
37__ Subtract line 36 from ling 22. This is your adjusted gross INCOMe ... .. ...o.ooieieieniens, L 159,484

Eg}'\ Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see page 80,

Form 1040 (2006)



Form 1040 (200) MICHAEL R & KAREN S PENCE

03/19/2007
Page 2

Tax 38 Amount from line 37 (adjusted gross iNCOME) ... ... .. ..co.iireuiririnarinnrienaeienenns 19y, 484
and 3% Check You were born before January 2, 1942, HBlind. :]_ Total boxes
Credits if Spouse was bom before January 2, 1942, Blind. checked » 39a
Standard b If your spouse itemizes on a separate retum or You were a duakstatus alien, see page 34 and check here | > 39
zif'"°"°" 40 Mtemized deductions (from Schedule A) or your standard deduction (see left margin) 40 63,005
. 41 Subtractline 40 fomfine 38 ... e e e 41 96,479
arcaiba oy |42 L B gy IR eI & Seons s on e ... 7 16,500
o raopor] 43  Taxable income. Subtract line 42 from line 41. If line 42 is more than line 41, enter -0- 43 79,979
whocanbe | 44  Tax {__@]ee page 36). Check if any tax is from: a D Form{s) 8814
dependent, b L Formaor2 13,109
feslp;%:g' 45 Alternative minimum tax (see page 39). Attach Form 82561 . ... .. ... 543
Single or 46 AddNiNes 44 and 45 e e e > 13,652
0 | 47  Foreign tax credit. Attach Form 1116 if required . .. .. ... 47
h 438  Credit for child and dependent care expenses. Attach Form 2441 . | 48
?g;;ll';e%rﬂ"ng 49  Credit for the elderly or the disabled. Attach Schedule R | 49
Qualifying 50  Education credits. Attach Form 8863 . . ... ... .......... 50
gg%"’;“égf)' 51 Retirement savings contributions credit. Attach Form 8880 51
§2  Residential energy credits. Attach Form 5695 52
e T, 53 Child tax credit (see page 42). Attach Form 8901 if required 53 500
7.5 §4  Credits from: a l-_(] Form 8396 b D Form 8833 ¢ Form 8859 | 54
55 Other credits: a D Form 3800 b D Form 8801
e Lrom 55
56  Add lines 47 through 55. These are your total credits . . .. 500
57 Subtract fine 56 from line 46. If line 56 is more than line 46, enter -0- ... . ................ > 13,152
Other 58 Self-employment tax. Attach Schedule SE ... 203
Taxes 59  Social security and Medicare tax on tip income not reported to employer. Attach Form 4137 |
60  Additional tax on IRAs, other qualified retirement plans, etc, Attach Form 5329 if required
61 Advance eamed income credit payments from Form(s) W-2, box 9 . ... .. ... ...
62 Household employment taxes. Attach Schedule H ...
63 Add fines 57 through 62, This is your total tax > 13,355
64  Federal income tax withheld from Forms W-2 and 1099 64 23,708}
Payments 65 2006 estimated tax payments and amount applied from 2005 retum | 68
fyouhavea  66a Eamned incomecredit (EIC) . . .. ... 66a
g}“’;';'fy':‘?a " b Nontaxable combat pay election ] 66h '
Schedule EIC 67 Excess sodial security and tier 1 RRTA tax withheld (see page 60) 67
63  Additional child tax credit. Attach Form 8812 .................... 68
69 Amount'paid with request for extension to file (see page 60) . .. ......... 69
70  Payments from: a Form 2438 b Form 4136 ¢ [:I Form 8885| 70
71 Credit for federal telephone excise tax paid. Attach Form 8913 if required | 71 60}
72  Addin. 84, 65, 66a, & 67 - 71. These are your total payments . . ... .. ... ... ... ii..iiiaiiiien > 23 7 768
Refund 73 If line 72 is more than line 63, subtract line 63 from line 72. This is the amount you overpaid __, 10,413
Direct deposit? ~ 74a  Amount of line 73 you want refunded to vou. If Form 8888 is attached, check here ... ... > D 74a 10,413
2:: g!f?}\e?Tb » b Routing number Checking [} Savings '
74c,and 749, P d Account number
or Form 8888. 75 Amount of line 73 you want applied to your 2007 estimated tax P | 75 |
Amount 76  Amount you owe. Subtract line 72 from line 63. For detalls on how to pay, see page 62 | 4
You Owe 77 Eslimated tax penalty (seepage 62) ... ........................ 77
Third Party Do you want to allow another person to discuss this return with the IRS (see page 63)? Yes. Complete the following.
Designee Designee's Personal identification number (PIN) > | I
name P Preparer Phone no. P
o Under penalties of perjury, | declare that | have examined this retum and accompanying schedules and statements, and to the best of my knowledge and
Slgn bellef, @ley are frue, corect, and complete. Declaration of preparer (other than taxpayer) is based on all information of which preparer has any knowledge.
Here Your signature Date Your ocoupation Daytime phone number
Lt e, } LEGISLATOR
gﬁ% li;lrcopy Spouse's signature. If a joint retum, both must sign. Date Spouse's occupation
recards. TEACHER
Preparer's Date Preparer’s SSN or PTIN
Paid G P 3/19/07 | sorompoyea [
Preparer's i name (or Cadick Williams McAllister Ford PC CPA'lew
Use Only  yours if seff-employed), 2905 East 46th Street Phone no.

address, and ZIP code Indianapolis IN 46205-240

8 1.317-549-3091

DAA

Fom 1040 (2008)



SCHEDULES A&B

{Form 1040)

Department of the Treasul
Intgmal Revenue Servlcew(99)

Schedule A—ltemized Deductions
{Schedule B is on back)
P See Instructions for Schedules A&B (Form 1040).

P Attach to Form 1040,

MI00406 03/19/2007

OMB No. 1545-0074

2006

’s“égﬁ'éﬁ‘c?é’ tNv.). 07

Name(s) shown on Form 1040

MICHAEL R & KAREN S PENCE

Vour onnfal sannrvibe numhay

nt to enter.

Medical Caution. Do not include expenses reimbursed or paid by others. :
and 1 Medical and dental expenses (see page A-1) 1,905
Dental 2 Enter amount from Fom 1040, line 38 . |2 |
Expenses 3 Multiply ine 2 by 7.5% (075) ... 3 11,961
4 Subtract line 3 fromline 1. fline 3ismorethanfinef, enter 0- .. .. ...................0oonnnnnss 0
Taxes You 5 State and local income taxes .................................. 5 9,392
Paid 6 Real estate taxes (see page A-3) . ........................... 6 6,172
7 Personal property taxes . ... e
(See 8 Other taxes. List type and amount®
page A-3.)
9 Add HNES 5 HHOUGR B« oo o ittt eeisisss e ettt a s iere e rreeas 15,757
Interest 10 Home morigage interest and points reported to you on Form 1098 32,
You Paid 11 Home mortgage interest not reported to you on Form 1088, if paid to the
(See person from whom you bought the home, see page A-3 and show that
page A-3) person's name, identifying no., and addresd>
Note. P I I R L R R I T N U I B )
Personal 12 Points not reported to you on Form 1098. See page A4
interest is .
not forspecial FUBS ... ... .. ..ot 12
deductible. 13 Investment interest. Attach Form 4952 if required. (See
CPAGE A) 13
14 Add lines 10 through 13 32,242
Gifts to 15 Gifts by cash or check. if you made any gift of $250 or
Charity more, see page A5 ...
if you made a 16 Other than by cash or check. If any gift of $250 or more,
gift and got a see page A-5. You must attach Form 8283 if over $500 |
bencl o, 17 Garyoorfomprryear .
Page A4 48 Addlines 15 troUGN 17 .. o\ o o i 12,186
Casualty and
Theft Losses 19 Casuaity or theft loss(es). Attach Form 4684, (See page A-6.)
Job Expenses 20 Unreimbursed employee expenses—job travel, union
and Certain dues, job education, etc. Attach Form 2106 or 2106-EZ
Miscellaneous if required. (See page A6.) )
Deductions . ... Form 2106 Expenses 3,000
21 Tax preparafion fees ... :
(See 22 Other expenses—investment, safe deposit box, etc. List
page AG) typeand amount® ,
.. MEMBER OF CONGRESS. &' 3,190}
23 Addlines 20 through 22 .. 6,190
24 Enter amount from Form 1040, fine 38 | 24 |
26 Multiply line 24 by 2% (02) | ............................... 3,190}
26 Subtract line 25 from line 23. If line 25 is more than line 23, enter -0-
Other 27 Other—from list on page A-7. List type and amoun®™ . ...
Misce'laneous ............................................................................................
Deductions
Total 28 Is Form 1040, line 38, over $150,500 (over $75,250 if married filing separately)? *
Itemized D No. Your deduction is not limited. Add the amounts in the far right column
Deductions for lines 4 through 27, Also, enter this amount on Form 1040, ine 40.  p ...... >
]

@ Yes. Your deduction may be limited. See page A-7 for the amoul
29 _If you elect to itemize deductions gven though they are less than your standard deduction, check herel>

[

For Paperwork Reduction Act Notice, see Form 1040 instructions.

DAA

* Limited by AGI

Schedule A (Form 1040) 2008



MI00406 03/19/2007

SCHEDULE C Profit or Loss From Business OMB No. 15450074
{Form 1040) (Sole Proprietorship) 2006
P Partnerships, joint ventures, etc., must file Form 1065 or Form 1065-B.

Depariment of the Treasury Attachment

intemal Revenue Service = (99) » Attach to Form 1040, 1040NR, or 1041. P See Instructions for Schedule C (Form 1040). Sequence No. 09

Name of proprietor Social security number (SSN)

KAREN S PENCE I

A Principal business or profession, including product or service (see page C-2 of the instructions) B Enter code from pages C-8, 9, & 10
WATERCOLOR ARTIST P 541920

c Business name. if no separate business name, leave blank. | D Employer ID number {EiN), if any
KAREN PENCE

E  Business address (including suite or oom ROJP e

City, town or post office, state, and ZIP code IN
F Accounting method: (1) [X] Cash (2 | Accual  (8) [ Otver (speciy)® . ...
G Did you "materially participate” in the operation of this business during 20067 If "No,” see page C-3 for limit on losses Yes H No
tarted or acquired this business during 2008, check here ... .......o..ooesees oo nene sozeereoeninss e srioonenones >

=R Income
1 Gross receipts or sales. Caution. If this income was reported to you on Form W-2 and the "Statutory

employee" box on that form was checked, see page C-3 and checkhere ... .. .. ... 1,215
2 Retums and allowanCes | e e e
3 SUb"rad "ne 2 from Iine 1 ........................................................................... 1 L 2 l 5
4 Costof goods sold (fromline 42 00 Page 2) | | . ... ... ...
§  Gross profit. Subtractiine 4 OMINE 3 | ... .iiciiiii 1,215
6  Other income, including federal and state gasoline or fuel tax credit or refund (see page C-3) ... ..............
income. Addlines S5and 6 . .. ..o i e e 1,215
Expenses. Enter expenses for business use of your home only on line 30.
8 Advertising . 8 18 Office expense ..,....................
9  Car and truck expenses (see 19  Pension and profitsharing plans |
e 9 20 Rentorlease (see page C-5): ...
10  Commissions and fees | 10 a Vehicles, machinery, and equipment | 20a
11 Contract labor (see page C-4) = | 11 b Other business property . ... ..., 20b
12 Depleton ... 12 21 Repairs and maintenance
13 Depreciation and section 179 22 Supplies (not included in Part ) 46
expense deduction (not 23 Taxes and licenses .. ...
included in Part 1ll) (see 24  Travel, meals, and entertainment:
page C4) L. 13 a Travel . ..., 24a
14  Employee benefit programs b Deductible meals and
(other than on line 19) enterfainment (see page C-6) .. .. 24b
15 Insurance (other than health) 25 Utiitles 25
16  Interest: 26 Wages (less employment credits) 26
a Mortgage (paid to banks, efc) | 16a 27  Other expenses (from line 48 on
b Other . ... 16b
17  Legal and professional .
SOIVICES ... i....iii.ciiiiiells 17 650
28  Tofal expenses before expenses for business use of home. Add lines 8 through 27 incolumns . . > |28 776
29 Tentative profit (oss). Subtract line 28 from line 7 .. 29 439

30

30 Expenses for business use of your home. Attach Form 8829
31 Net profit or (loss). Subtract line 30 from line 29. -
® If a profit, enter on both Form 1040, line 12, and Schedule SE, line 2 or on Form 1040NR,
line 13 (statutory employees, see page C-6). Estates and trusts, enter on Form 1041, line 3. > 31 439
» if a loss, you must go to line 32. i
32 If you have a loss, check the box that describes your investment in this activity (see page C-6).

« if you checked 32a, enter the loss on both Form 1040, line 12, and Schedule SE, line 2 or on -1 32a B All investment is at risk,
Form 1040NR, line 13 (statutory employees, see page C-6). Estates and trusts, enter on Form 1041, Q 32b Some Investment is not
line 3. at risk.
® if you checked 32b, you must attach Form 6198. Your loss may be limited. -

For Paperwork Reduction Act Notice, see page C-8 of the instructions. Schedule C (Form 1040) 2006

DAA



MI00406 03/19/2007

Schedule C (Form 1040) 2006 WATERCOLOR ARTIST Page 2
Cost of Goods Sold (see page C-7)

33  Method(s) used to
value closing inventory: a D Cost b D Lower of cost or market c D Other (attach explanation)

34  Was there any change in determining quantities, costs, or valuations between opening and closing inventory?

I "Yes," attach eXDANAION | | e [ ves No
35 Inventory at beginning of year. If different from last year's closing inventory, atach explanation . . ... ... 35
36  Purchases less cost of items withdrawn for personal use | ... .. ... .. 36
37 Cost of labor. Do not include any amounts paid to yourself . 37
38 Materials and SUPDHES | e e 38
39 Other 08 S e e e e 39
40 Addlines 35through 38 . ... TR PP P PP PRSPPI U . )
41 Inventory atend OF Year | e 41
42 Cost of goods sold. Subtract line 41 from line 40. Enter the result hereandonpage 1, lined . .................... 42

Information on Your Vehicle. Complete this part only if you are claiming car or truck expenses on
line 9 and are not required to file Form 4562 for this business. See the instructions for line 13 on page
C-4 to find out if you must file Form 4562.

43  When did you place your vehicle in service for business purposes? (month, day, yeaP

44  Of the total number of miles you drove your vehicle during 2006, enter the number of miles you used your vehicle for:

a Business . .. ... b Commuting (see instructions) .. ... ... ... ¢ Other ...
45 Do you (or your spouse) have another vehicle available for personal use? Yes No
46  Was your vehicie available for personal use during off-duty hours? .. Yes No
47a Do you have evidence to support your dedUction? e e Yes No

b 1 Yes," is the eVIdeNCe WHON ? it ettt et ee e Yes No

a Other Expenses. List below business expenses not included on lines 8-26 or line 30.

- LOCK  BOX 80

48 Total other expenses. Enter here and onpage 1, 0@ 27 ... ..o, et 48 80
DAA Schedule C (Form 1040) 2006




MI00406 03/19/2007

SCHEDULE D OMB No. 1545-0074
(Form 1040) Capital Gains and Losses 2006
Department of the Treasu » Attach to Form 1040 or Form 1040NR. P> See Instructions for Schedule D (Form 1040). Attachment

Ontgmal Revenue Sewlcery (59) P Use Schedule D-1 to list additional transactions for lines 1 and 8. Sequence No. 12

Name(s) shown on retum Your social securitv number

MICHAEL, R & KAREN S PENCE
Short-Term Capital Gains and Losses-Assets Held One Year or Less

- (b) Date ¢) Date sold (d) Sales price (e) Cost or other basis
e 100 sh % Gy W] i dog ) (see page D& of (ses page DT o Sibradt (o rom
1
2 Enter your short-term totals, if any, from Schedule D-1,
"ne 2 ....................................................... 2
3 Total short-term sales price amounts. Add lines 1 and 2 in
column (d) 3

5  Net short-term gain or (loss) from parinerships, S corporations, estates, and trusts from
SohedUle(S) K-l e 5

6  Short-term capital loss carryover. Enter the amount, if any, from line 10 of your Capital Loss
Carryover Worksheet on page D-7 of the instructions

Long-Term Capital Gains and Losses-Assets Held More Than One Year

inti {b) Date (d) Sales price (e) Cost or other basis :
S RES) | e | Geem | GeEmSe | Gepmtrd | shedewno

8
9  Enter your long-term totals, if any, from Schedule D-1,

“ne 9 ....................................................... 9
10  Total long-term sales price amounts. Add fines 8 and 9 in

column (d) | 190
11 Gain from Form 4797, Part |; long-term gain from Forms 2439 and 6252; and long-term gain or

(loss) from Forms 4684, 6781, and 8824 | .. . ... 1
12 Net long-term gain or (loss) from partnerships, S corporations, estates, and trusts from

SOedUIE(S) Kl e e 12
13 Capital gain distributions. See page D-1 of the instructions 13
14  Long-term capital loss carryover. Enter the amount, if any, from line 15 of your Capital Loss

Carryover Worksheet on page D-7 of the nSUucons ... 14 19,536)
15  Net long-term capital gain or (loss). Combine fines 8 through 14 in column (f). Then go to

Pt 1 ON N8 DACK . .. o oottt sttt s ittt et et s et e e e et 15 -19,536

For Paperwork Reduction Act Notice, see Form 1040 or Form 1040NR instructions. Scheduie D (Form 1040) 2006

DAA



MICHAEL R & KAREN S PENCE
Schedule D (Form 1040) 2006

MI00406 03/19/2007

Summary

16

17

18

19

20

21

22

Combine lines 7 and 15 and enter the result. if line 16 is a loss, skip lines 17 through 20, and
go to line 21. If a gain, enter the gain on Form 1040, line 13, or Form 1040NR, line 14. Then go
to line 17 below

Are lines 15 and 16 both gains?

D Yes. Go to line 18,
D No. Skip fines 18 through 21, and go to line 22.

Enter the amount, if any, from line 7 of the 28% Rate Gain Worksheet on page D-8 of the
instructions

Enter the amount, if any, from line 18 of the Unrecaptured Section 1250 Gain Worksheet on
page D-9 of the instructions

Are lines 18 and 19 both zero or blank?

D Yes. Complete Form 1040 through line 43, or Form 1040NR through line 40. Then complete
the Qualified Dividends and Capital Gain Tax Worksheet on page 38 of the Instructions for
Form 1040 (or in the Instructions for Form 1040NR). Do not complete lines 21 and 22 below.

D No. Complete Form 1040 through line 43, or Form 1040NR through line 40. Then complete the
Schedule D Tax Worksheet on page D-10 of the instructions. Do not complete lines 21 and
22 below.

If line 16 is a loss, enter here and on Form 1040, line 13, or Form 1040NR, line 14, the smaller
of.

. The [oss On ‘ine 16 or ......................................
® ($3,000), or if married filing separately, ($1,500)

Note. When figuring which amount is smaller, treat both amounts as positive numbers.

Do you have qualified dividends on Form 1040, line 9b, or Form 1040NR, line 10b?

D Yes. Complete Form 1040 through line 43, or Form 1040NR through line 40. Then complete
the Qualified Dividends and Capital Gain Tax Worksheet on page 38 of the Instructions for
Form 1040 (or in the Instructions for Form 1040NR).

No. Complete the rest of Form 1040 or Form 1040NR.

DAA

Schedule D (Form 1040) 2006



Schedule E (Form 1040) 2006

MID0406 03/19/2007

Aftachment Sequence No. 13 Page 2

Name(s) shown on retum, Do not enter name and social security number i shown on other side.

MICHAEL R & KAREN S PENCE

Your social security number

—

he IRS compares amounts reporied on your tax retum with amounts shown on Schedule(s) K-1.

C

Income or Loss From Partnerships and S Corporations Note. If you report a loss from an at-risk activity for

which any amount Is not at risk, you must check the box in column (e) on line 28 and attach Form 6198. See page E-1.

27 Are you reporting any loss not allowed in a prior year due to the at-risk or basis limitations, a prior year unaliowed

loss from a passive activity (if that loss was not reported on Form 8582), or unreimbursed partnership
If you answered "Yes " see page E-8 before completing this section.

expenses? D Yes No

(b) EnterP {c) Check if (d) Employer {e) Check if
- (a) Narne B on | parnaiip | nurmper A
A KIEL BROS. OIL COMPANY S _ X
B
c
D
Passive Income and Loss . Nonpassive Income and Loss
{f) Passive loss allowed {g) Passive income {h) Nonpassive loss (i) Section 179 expense (i) Nonpassive income
(attach Form 8582 if required) from Schedule K-1 from Schedule K-1 deduction from Formn 4562 from Scheduie K-1
Al * 0
B
c
D |
29a Totals
b Totals
30 Add columns (@) and ()ofiNE 288 | 30 0
31 Add columns (f), (h), and (i) of line 20b 31 0)
32 Total partnership and'S corporation income or (loss). Combine fines 30 and 31. Enter the
result here and include in the total on line 41 below 32 0
Income or Loss From Estates and Trusts
Emplo
33 {2) Name idenfi?lz;atlo: amber
A
B
Passive Income and Loss Nonpassive Income and Loss
{(c) Passive deduction or loss allowed (d) Passive income (e) Deduction or loss {f) Other income from
(attach Form 8582 if required) from Schedule K-1 from Schedule K-1 Schedule K-1
A
B
34a Totals
b Totals
35 Add columns (d)and MOflNe 343 e 35
36 Add columns (c)and (&) OfiNe 34b e 36 )
37 Total estate and trust income or (loss). Combine lines 35 and 36. Enter the result here and
incude inthe totalonfine 4T below . ... ...oeieenee e e 37
Income or Loss From Real Estate Mortgage Investment Conduits (REMICs)-Residual Holder
(c) Excess inclusion from
58 @ e T B it A Rt IS i N

39 Combine columns (d) and () only. Enter the result here and include in the total on line 41 below

Summary

40  Net farm rental income or (loss) from Form 4835. Also, complete line 42 below

41 Total income or {loss). Combine fines 26, 32, 37, 39, and 40. Enter the result here and on Form 1040, line 17, or Form 1040N

42 Reconciliation of farming and fishing income. Enter your gross farming :
and fishing income reported on Form 4835, line 7; Schedule K-1 (Form
1065), box 14, code B; Schedule K-1 (Form 11208), box 17, code T; and

43 Reconciliation for real estate professionals. If you were a real estaté
professional (see page E-1), enter the net income or (loss) you reported
anywhere on Form 1040 or Form 1040NR from all rental real estate activities H
in which you materially participated under the passive activity loss rules .. .......... 43 I

40

> | a1

DAA *Loss limited by amount at ri

sk Schedule E (Form 1040) 2006



MI00406 03/19/2007

® More than $94,200, multiply line 4 by 2.9% (.029). Then, add $11,680.80 to the
result. Enter the total here and on Form 1040, line §8.
6 Deduction for one-half of self-employment tax. Muttiply line 5 by
50% (.5). Enter the result here and on Form 1040, line 27 le | 102

SCHEDULE SE T OMB No. 1545-0074
(Form 1040) Self-Employment Tax 200 6
P oo Sorves(e9) P Attach to Form 1040. P> See Instructions for Schedule SE (Form 1040). Seaensa o, 17
Name of person with self-employment income (as shown on Form 1040) Social security number of person
KAREN S PENCE with self-employment income P —
Who Must File Schedule SE
You must file Schedule SE if:
® You had net eamings from self-employment from other than church employee income (line 4 of Short Schedule SE or line 4¢ of
Long Schedule SE) of $400 or more, or
® You had church employee income of $108.28 or more. income from services you performed as a minister or a member of a
religious order is not church employee income (see page SE-1).
Note. Even if you had a loss or a small amount of income from self-employment, it may be to your benefit to file Schedule SE and
use either "optional method” in Part il of Long Schedule SE (see page SE-3).
Exception. If your only self-employment income was from earnings as a minister, member of a religious order, or Christian Science
practitioner and you filed Form 4361 and received IRS approval not fo be taxed on those eamings, do not file Schedule SE. Instead,
write "Exempt-Form 4361" on Form 1040, line 58. '
May | Use Short Schedule SE or Must | Use Long Schedule SE?
Note. Use this flowchart only if you must file Schedule SE. If unsure, see Who Must File Schedule SE, above.
——-—————-—-——l Did you receive wages or tips in 20062 l——-—-——-—
< No ¢ : Yes
Are you a minister, member of a religious order, or Christian . i §
Science praclitioner who received IRS approval not to be taxed Yes‘ Was .the total of your wages and tips sub)eci. to soclal security Y&sk
on eamings from these sources, but you owe seff-employment L or railroad retirement tax plus your net eamings from d
tax on other eamings? self-employment more than $94,2007
v No
Are you using one of the optional methods to figure your net Yes‘
eamings {see page SE-3)? w No
23_ Did you receive tips subject to social security or Medicare tax Yesk
. No that you did not report to your employer?
Did you receive church employee income reported on Form Yes‘
W-2 of $108.28 or more? d
v o ,
[ You may use Short Schedule SE below | ——-}[ You must use Long Schedule SE on page 2
Section A-Short Schedule SE. Caution. Read above to see if you can use Short Schedule SE.
1 Net farm profit or (loss) from Schedule F, line 36, and farm partnerships, Schedule K-1 {Form
1065), DOX 14, G000 A e 1
2 Net profit or (loss) from Schedule C, line 31; Schedule C-EZ, line 3; Schedule K-1 (Form 1065),
box 14, code A (other than farming); and Schedule K-1 (Form 1065-B), box 9, code J1. Ministers
and members of religious orders, see page SE-1 for amounts to report on this line. See page
SE-3 for other income to report 2 1,439
3 Combinelines 1and2 e, 3 1,439
4 Net earnings from self-employment. Multiply line 3 by 92.35% (.9235). if less than $400,
do not file this schedule; you do not owe selfemploymenttax . . >4 1,329
5 Self-employment tax, If the amount on line 4 is:
® $94,200 or less, muitiply line 4 by 15.3% (.153). Enter the result here and on
Form 1040, line §8. e 203

For Paperwork Reduction Act Notice, see Form 1040 instructions. Schedule SE (Form 1040) 2006

DAA



MI00406 03/19/2007

OMB No. 1545-0184

2006

Aftachment 27

Fom 4797 Sales of Business Property

{Also Involuntary Conversions and Recapture Amounts

Department of the Treasury Under Sections 179 and 280F(b)(2))

Intemnal Revenue Service  (99) P Attach to your tax return, P> See separate instructions. Sequence No.
Name(s) shown on retum ldentifying number

MICHAEL R & KAREN S PENCE ]

1 Enter the gross proceeds from sales or exchanges reported to you for 2006 on Form(s) 1098-B or 1099-S (or substitute)
ment) that you are including on line 2, 10, or 20 (seeinstructions) .................c...oviineeneereieeeeeeeens 1

Sales or Exchanges of Property Used in a Trade or Business and Involuntary Conversions From Other
Than Casualty or Theft-Most Property Held More Than 1 Year (see instructions)

{e) Depreciation (f) Cost or other
{a) Description | (b} Date acquired (c) Date sold {d} Gross allowed or basis, plus (:)bGaln o:rglos;)
of property (mo., day, yr) (mo., day, yr.) sales price allowable since improvements and ubtract () from the

acquisition expense of sale sum of (d) and (e}

At-Risik Adjustment
2 456

Prior |Year At-Risk Lossés

-456
3 Gain, if any, from Form 4684, line 42 3
4  Section 1231 gain from installment sales from Form 6252, line 26 or 37 . 4
5  Section 1231 gain or (loss) from like-kind exchanges from Form 8824 . 5
6  Galn, If any, from line 32, from other than casualty ortheft L
7  Combine lines 2 through 6. Enter the gain or (loss) here and on the appropriate line as follows: 7 0

Partnerships (except electing large partnerships) and S corporations. Report the gain or (Io.s.s‘)-f‘o'll.o'v(:i'r{d the """
instructions for Form 1065, Schedule K, line 10, or Form 11208, Schedule K, line 9. Skip lines 8, 9, 11, and 12 below.
Individuals, partners, S corporation shareholders, and all others. if line 7 is zero or a loss, enter the amount
from line 7 on line 11 below and skip lines 8 and 9. If line 7 is a gain and you did not have any prior year section
1231 losses, or they were recaptured in an ealier year, enter the gain from line 7 as a long-term capital gain
on the Schedule D filed with your retum and skip lines 8, 9, 11, and 12 below.
8  Nonrecaptured net section 1231 losses from prior years (see instructions) L.
9  Subtract line 8 from line 7. if zero or less, enter -0-. If line 9 is zero, enter the gain from line 7 on line 12 below.
If line © is more than zero, enter the amount from line 8 on line 12 below and enter the gain from line 8 as a

long-term capital gain on the Schedule D filed with your retum (see INSIUCONS) v e v e 9
P:

: Ordinary Gains and Losses (see insfructions)
10  Ordinary gains and losses not included on lines 11 through 16 (include property held 1 year or less):

1M Loss, ifany, FOMUNG 7 e
12 Gain, if any, from line 7 or amount from line 8, if applicable

17 Combine lines 10 through 16 | ... i
18  For all except individual retums, enter the amount from line 17 on the appropriate line of your retum and skip
lines a and b below. For individual retums, complete lines a and b below:
a lfthe loss on line 11 includes a loss from Form 4684, line 38, column (b)(ii), enter that part of the loss here. Enter
the part of the loss from income-producing property on Schedule A (Form 1040), line 27, and the part of the loss
from property used as an employee on Schedule A (Form 1040), line 22. Identify as from “Form 4797, line 18a."
860 INSIUCHONS o e e
b Redetermine the gain or (loss) on line 17 excluding the loss, if any, on line 18a. Enter here and on Form 1040,
I L N P S PR R 18b
For Paperwork Reduction Act Notice, see separate instructions. Form 4797 (2006)
There are no amounts for Page 2

DAA
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03/19/2007

- 06198 At-Risk Limitations N No. 15450742
P Attach fo your tax return. ‘ 2006
t of . .
ﬂ?é’,%’g,“ﬁgveng;"sgﬁ?é‘;‘ i P Sece separate instructions. ls\téaucherr?:gtm_ 31

Name(s) shown on retum Identifying number

MICHAEL R & KAREN S PENCE —

Description of activity (see page 2 of the Instructions)
KIEL BROS. OIL COMPANY

Current Year Profit (Loss) From the Activity, Including Prior Year Nondeductible Amounts
(see page 2 of the instructions).

1 Ordinary income (foss) from the activity (see page 2 of the instructions) .. ... .. ... ... 1 -672,967
2 Gain (loss) from the sale or other disposition of assets used in the activity (or of your interest in
the activity) that you are reporting on:
a SChedUIe D .................................................................................................
-456
3 Other income and gains from the aclivity, from Schedule K-1 of Form 1065, Form 1065-B, or
Form 11208, that were not included on lines 1 through 2¢ . ... ... i 3
4  Other deductions and losses from the activity, including investment interest expense allowed
from Form 4952, that were not included on lines 1 through 2G| ... ...oiiiiiiiiiiinieeeaee e 4 374)
§  Cument year profit (loss) from the activity. Combine lines 1 through 4. See page 3 of the
instructions before completing the rest of this FOMN . ... uuie it e et e ittt 5 -673,797
Simplified Computation of Amount At Risk. See page 3 of the instructions before completing this part.
6  Adjusted basis (as defined in section 1011) in the activity {or in your interest in the activity) on
the first day of the tax year. Do not enter less than 2er0 ... ...ccooieereiiiriiiiiieeeee 6
7 Increases for the tax year (see page 3 of the ISIUCHONS) | .. ..., .cooiiiirieeeesaee e 7
8 Add hnes 6 and 7 .......................................................................................... 8
9 Decreases for the tax year (see page 4 of the instructions) ... ... ... ... .. oo i
108 Sublractline @ fom ne 8 ... > L10a |
b Ifline 10a is more than zero, enter that amount here and go to line 20 (or complete Part Hl).
Otherwise, enter -0- and see Pub. 925 for informationontherecaplure rules . ... .........oooo o oo iecenss 10b 0
Detailed Computation of Amount At Risk. If you completed Part lll of Form 6198 for 2005, see page 4
of the instructions.
11 Investment in the activity (or in your interest in the activity) at the effective date. Do not enter
'ess than Zel’O ...............................................................................................
12 ,ncreases at Effec“ve date ...........................................................................
13 Add Iines 11 and 12 ...............................................................................
14 Decreases a‘ eﬁecuve date ...................................................................................
15  Amount at risk (check box that applies):
a At effective date. Subtract line 14 from line 13. Do not enter less than zero. }
b From 2005 Form 6198, line 18b. Do not enter the amount from line 10b of the 2005 form.
16 Increases since (check box that applies).
a [] Efecive date b | | Theend of your 2005 texyear ...

17 Add Iines 15 and 16 ..........................................................................................
18 Decreases since (check box that applies):

a D Effective date b D The end of your 2005 aX YEAr .. ... ........eoueenneaaniinroniaaineiierinanneens
19a Subtract line 18 from line 17 » |19a

b Ifline 19a is more than zero, enter that amount here and go to line 20. Otherwise, enter -0- and

se b. 925 for information on the recapture rules ... .........oo o oniaooeeooeneseeen o ranaroesa zozzeenzee

Deductible Loss

20 Amount at risk. Enter the larger of ine 10borfine 19b .. ...

21 Deductible loss. Enter the smaller of the line 5 loss (treated as a positive number) or line 20.
See page 7 of the instructions to find out how to report any deductible loss and any carryover

0)

Note: If the loss is from a passive activity, see the Instructions for Form 8582, Passive Activity Loss Limitations, or the Instructions for
Form 8810, Corporate Passive Activity Loss and Credit Limitations, to find out if the loss is allowed under the passive activity rules.
If only part of the loss is subject to the passive activity loss rules, report only that part on Form 8582 or Form 8810, whichever

applies.

For Paperwork Reduction Act Notice, see page 8 of the instructions. Form 6198 (2008)

DAA



AMT Version

61 98 At-Risk Limitations
Form :

P Attach to your tax return.
Department of the Treasury P See separate instructions.

Intemal Revenue Service

MI00406 03/19/2007

OMB No. 15450712

2006

Attachment
Sequewgg No. 31

Name(s) shown oh retum

ldentifying number

MICHAEL R & KAREN S PENCE I

Description of activity (see page 2 of the instructions)
KIEL BRQOS. OII, COMPANY

Current Year Profit (Loss) From the Activity, Including Prior Year Nondeductible Amounts
(see page 2 of the instructions).

1 Ordinary income (loss) from the activity (see page 2 of the instructions) .. ... i -619,149
Gain {loss) from the sale or other disposition of assets used in the activity (or of your interest in
the activity) that you are reporting on:
a Schedule D :
Form 4797 ~256,090
¢ Other form or schedule
3 Other income and gains from the activity, from Schedule K-1 of Form 1085, Form 1065-8, or
Form 11208, that were not included on fines 1 through 2c . ... ... ... 3
4  Other deductions and losses from the activity, including investment interest expense allowed
from Form 4952, that were notincluded on fines 1 through 2c . 4 373
§  Curent year profit (foss) from the activity. Combine lines 1 through 4. See page 3 of the
i -875,612

ctions before completing the restof this form .. .. ... .00 iy oo e e asiies st 5

Simplified Computation of Amount At Risk. See page 3 of the instructions before completing this part.

6 Adjusted basis (as defined in section 1011) in the activity (or in your interest in the activity) on

the first day of the tax year. Do not enter less than 2ef0 .. ... 8
7 Increases for the tax year (see page 3 of the instructions) . 7
8 Add "nes 6 and 7 ............................................................................................ 8
9  Decreases for the tax year (see page 4 of the instructions) .. ....... ...
10a Sublractline 9 Fom e 8 ... > [10a |
b If line 10a is more than zero, enter that amount here and go to line 20 (or complete Part 1il).
ise, enter -0- and see Pub. 925 for information onthe recapture rules .. ... .. .oooeoeieeeieree oo 10b 0
Detailed Computation of Amount At Risk. If you completed Part Ili of Form 6198 for 2005, see page 4
of the instructions.
11 Investment in the activity (or in your interest in the activity) at the effective date. Do not enter
Iess ‘han Zero ...............................................................................................
12 Increases al ffective Al . .. .. ...
13 Addlines11and12 .
14 Decreases at effective date
15 Amount at risk (check box that apphes)
a At effective date. Subtract line 14 from line 13. Do not enter less than zero. }
b From 2005 Form 6198, line 19b. Do not enter the amount from fine 10b of the 2005 form
16  Increases since (check box that applies):
a [ Effective date b [] The end of your 2005 taxyear ... -
17 Add Iines 15 and 16 ..........................................................................................
18 Decreases since (check box that applies):
a D Effective date b The end of your 2005 taX YEA .. ... ... ..cvvvueen ngenenraneiinsaeinineiaanin,
192 Subtractline 18 flom fine 17 ... > [19a |
b iftine 19a is more than zero, enter that amount here and go to line 20. Otherwise, enter -0- and
Pub. 925 for informationonthe recapture rules ... ............coieoerreeioioio oo oeoneniasiooenzaz: 0
: Deductible Loss
20 Amount at risk. Enter the larger of line 10borline 19b ...
21 Deductible loss. Enter the smaller of the line 5 loss (treated as a positive number) or line 20.
See page 7 of the instructions to find out how to report any deductible loss and any camyover 0y

Note: If the loss is from a passive activity, see the Instructions for Form 8582, Passive Activity Loss Limitations, or the Instructions for
Form 8810, Corporate Passive Activity Loss and Credit Limitations, to find out if the loss is aliowed under the passive activity rules.
if only part of the loss is subject to the passive activity loss rules, report only that part on Form 8582 or Form 8810, whichever

applies.

For Paperwork Reduction Act Notice, see page 8 of the instructions.
DAA

rorm 6198 (2006)



MI00406 03/19/2007

Fom 6251 Alternative Minimum Tax-Individuals OMB No. 15450074
P See separate instructions. 2006
Department of the Treasu Attachment
Internal Revenue Servicery(99) P Attach to Form 1040 or Form 1040NR. Seﬁue’.?éé’ No. 32__
Name(s) shown on Form 1040 or Form 1040NR Your social securitv number
MICHAEL R & KAREN S PENCE

Alternative Minimum Taxable Income (See instructions for how to complete eacn iine.)

1 If fiing Schedule A (Form 1040), enter the amount from Form 1040, line 41 (minus any amount on Form
8914, line 6), and go to line 2. Otherwise, enter the amount from Form 1040, line 38 (minus any amount
on Form 8914, line 6), and go to line 7. (If less than zero, enter as a negative amount) 1 96,479
2 Medical and dental. Enter the smaller of Schedule A (Form 1040), line 4, or 2 1/2% of Form 1040, line 38 2
3 Taxes fom Schedulo A (Form 1040), Ine © ... 3 15,757
4 Enter the home morigage interest adjustment, if any, from line 6 of the worksheet on page 2 of the instructions 4
§ Miscellaneous deductions from Schedule A (Form 1040), fine 26 . 5 3,000
6 If Form 1040, line 38, is over $150,500 (over $75,250 if married filing separately), enter the amount from
line 11 of the ltemized Deductions Worksheet on page A-7 of the Instructions for Schedule A (Form 1040) 6 180)
7 Taxrefund from Form 1040, ine 10 0rine 21 | ... . ...l 7 )
8 Investment interest expense (difference between regular tax and AMT) | 8
9 Depletion (difference between regular tax and AMT) .. ... ... 8
10 Net operating loss deduction from Form 1040, line 21. Enter as a positive amount ... 1o
11 Interest from specified private activity bonds exempt from the regular tax 1
12 Qualified smail business stock (7% of gain excluded under section 1202) 12
13 Exercise of incentive stock options (excess of AMT income over regular tax income) . 13
" 14 Estates and trusts (amount from Schedule K-1 {(Form 1041), box 12, code A) . . ... ... . ... . 14
15 Electing large partnerships (amount from Schedule K-1 (Form 1085-B), box 6) . ... . ... ................... 15
16 Disposition of property (difference between AMT and regular tax gainorloss) .. ... ... .. ... .. ... ........... 16
17 Depreciation on assets placed in service after 1986 (difference between regular tax and AMTy . 17
18 Passive activities (difference between AMT and regular tax income or loss) 18
19 Loss limitations (difference between AMT and regular tax income or loss) 19 0
20 Circulation costs (difference between regular tax and AMT) . . . .. 20
21 long-term contracts (difference between AMT and regular tax income) L2
22 Mining costs (difference between regular tax and AMT) | ... ... o l22
23 Research and experimental costs (difference between regular tax and AMT) . 23
24 Income from certain installment sales before January 1, 1987 . 24 )
25 Intangible driling costs preference e 25
26 Other adjusiments, including income-based related adjustments .. . . 28
27 Alterative tax net operating 1oss deduction e 27 )
28 Alternative minimum taxable income. Combine lines 1 through 27. (If married filing separately and line )
28 is more than $200,100, see page 7 of the iNSHUCHONS.) ... .o.oueveurrar e es i ettt tiezizens 28 115,056
: Alternative Minimum Tax
29 Exemption. (If this form is for a child under age 18, see page 7 of the instructions.)
IF your filing status is . .. AND line 28 Is not over... THEN enter on line 29...
Single or head of household . . . ... $112500 $42,500
Married fiing jointly or qualifying widow(er) . 180,000 62,550 } ............
Married fling separately ... 75000 e 31,275 62,550
If line 28 is over the amount shown above for your filing status, see page 7 of the instructions.
30 Subtract line 29 from line 28. If more than zero or you are filing Form 2555 or 2555-EZ, go to line 31. f zero or
less and you are not filing Form 2565 or 2555-EZ, enter -0- on fines 33 and 35 and skip the rest of Parthh 52,506
31 e Ifyouare fiing Form 2555 or 2555-EZ, see page 8 of the instructions for the amount to enter.
@ If you reported capital gain distributions directly on Form 1040, fine 13; you reported qualified dividends
on Form 104(?, ling 9b; or you had a gain on both lines 15 and 16 of Schedule D (Fo]'m 1040} (as refigured 13,652
for the AMT, if necessary), complete Part Iil on the back and enter the amount from fine 85 here. ™ P vevereverree L
@ All others: if line 30 is $175,000 or less ($87,500 or less if marred fiing separately), multiply line 30 by 26% (.26).
Otherwise, multiply line 30 by 28% (.28) and subtract $3,500 ($1,750 # manied fling separately) from the result.
32 Altemative minimum tax foreign tax credit (see page 8 of the instructions) . ... .
33 Tentative minimum tax. Sublractfive 32 flom lne 31 13,652
34 Tax from Form 1040, line 44 (minus any tax from Form 4972 and any foreign tax credit from Form 1040,
line 47). If you used Schedule J to figure your tax, the amount for line 44 of Form 1040 must be refigured
without using Schedule J (see page 9 of the Instructions) ... e 34 13,109
35 Alternative minimum tax. Subtract line 34 from line 33. If zero or less, enter -0-. Enter here and on
Form 1040, line 45 35 543
For Paperwork Reduction Act Notice, see page 10 of the instructions. Form 6251 (2006)
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Department of the Treasury
Internal Revenue Service  (99)

Nondeductible IRAs

P See separate instructions.

» Attach to Form 1040, Form 1040A, or Form 1040NR.

MI00406 03/19/2007

OMB No. 1545-0074

2006

Attachment
Seguegg‘ No. 48

Name. If married, file a separate form for each spouse required to file Form 8606. See page & of the instructions,

KAREN S

PENCE

Fill in Your Address Only

if You Are Filing This ’
Form by ltself and Not

With Your Tax Return

Nondeductible Contributions to Traditional IRAs and Distributions From Traditional, SEP, and SIMPLE IRAs

Home address (number and street, or P.O. box if mall Is not delivered to your home)

Your social securitv number

| Apt. no.

City, town or post office, state, and ZIP code

Complete this part only if one or more of the following apply.

® You made nondeductible contributions to a traditional IRA for 2006.

® You took distributions from a traditional, SEP, or SIMPLE IRA in 2006 and you made nondeductible contributions to
a traditional IRA in 2006 or an earlier year. For this purpose, a distribution does not include a rollover (other than a
repayment of a qualified hurricane distribution), qualified charitable distribution, conversion, recharacterization, or

return of certain contributions.

® You converted part, but not all, of your traditional, SEP, and SIMPLE IRAs to Roth IRAs in 2006 (excluding any portion

you recharacterized) and you made nondeductible contributions to a traditional IRA in 2008 or an earlier year.

10

1

12

13

14
15a

Enter your nondeductible contributions to traditional IRAs for 2006, including those made for

2006 from January 1, 2007, through April 16, 2007 (see page 5 of the instructions)

Enter your total basis in traditional IRAs (see page § of the instructions)
Addlines 1and 2 . . ... . ..0iiiiivieeniniiiiiiee i

Enter those contributions included on line 1 that were made from January 1, 2007, through

Enter the value of all your traditional, SEP, and SIMPLE IRAs as of
December 31, 2008, plus any outstanding rollovers. Subtract any
repayments of qualified hurricane distributions. If the result is zero or
less, enter -0- (see page 5 of the instructions) ...
Enter your distributions from traditional, SEP, and SIMPLE IRAs in
2006. Do not include rollovers (other than repayments of qualified
hurricane distributions), qualified charitable distributions, conversions
to a Roth IRA, certain returned contributions, or recharacterizations

of traditional IRA contributions (see page 6 of the instructions)
Enter the net amount you converted from fraditional, SEP, and SIMPLE
IRAs to Roth IRAs in 2006. Do not include amounts converted that

you later recharacterized (see page 6 of the instructions). Also enter
thisamountondine 16 . ... ... ... .. ... i
Add lines 6, 7, and 8 Lol

In 2006, did you take a No » Enter the amount from line 3 on
distribution from traditional, line 14. Do not complete the rest
SEP, or SIMPLE IRAs, or of Part I.

make a Roth IRA cor ion? Yes » Gotoline 4.

Divide line 5 by line 9. Enter the result as a decimal rounded to at

least 3 places. If the result is 1.000 or more, enter "1.000"
Multiply line 8 by line 10. This is the nontaxable portion of the amount
you converted to Roth IRAs. Also enter this amount on line 17
Multiply line 7 by line 10. This is the nontaxable portion of your

Amount on line 15a attributable to qualified hurricane distributions (see page 6 of the instructions).
Also enter this amount on Form 8915, line 22
Taxable amount. Subtfract line 15b from line 15a. If more than zero, also include this amount on
Form 1040, line 15b; Form 1040A, line 11b; or Form 1040NR, line 16b
Note: You may be subject to an additional 10% tax on the amount on line 15¢ if you were under
age 59 1/2 at the time of the distribution (see page 6 of the instructions).

15b

For Privacy Act and Paperwork Reduction Act Notice, see page 8 of the instructions.

DAA

Form 8606 (2006)



Mi00406 03/19/2007

Form 8606 (2006) KAREN S PENCE . Page 2
2006 Conversions From Traditional, SEP, or SIMPLE IRAs to Roth IRAs
Complete this part if you converted part or all of your traditional, SEP, and SIMPLE IRAs to a Roth IRA in 2006 (excluding
any portion you recharacterized).
Caution: If your modified adjusted gross income is over $100,000 or you are manied filing separately and you lived with
your spouse at any time in 2008, you cannot convert any amount from traditional, SEP, or SIMPLE IRAs to Roth IRAs
for 2006. If you erroneously made a conversion, you must recharacterize (correct) it (see page 6 of the instructions)
16  If you completed Part 1, enter the amount from line 8. Otherwise, enter the net amount you
converted from traditional, SEP, and SIMPLE IRAs to Roth IRAs in 2006. Do not include amounts
you later recharacterized back to traditional, SEP, or SIMPLE IRAs in 2006 or 2007 (see page 7
OF the INSIUCHONS) | .o 16
17 if you completed Part |, enter the amount from line 11. Otherwise, enter your basis in the amount
on fine 16 (see page 7 of the InStructions) | ... ... 17
18  Taxable amount. Subtract line 17 from line 16. Also include this amount on Form 1040,
line 15b; Form 1040A, line 11b; or Form 1040NR, line 16b 18
Distributions From Roth IRAs
Complete this part only if you took a distribution from a Roth IRA in 2008. For this purpose, a distiibution does not
include a rollover (other than a repayment of a qualified hunicane distribution), qualified charitable distribution,
recharacterization, or return of certain contributions (see page 7 of the instructions).
19  Enter your total nonqualified distributions from Roth IRAs in 2006 including any qualified first-time
homebuyer distributions (see page 7 of the instructions) . ... ... ..o o 19
20 Qualified first-time homebuyer expenses (see page 7 of the instructions). Do not enter more
180 $10.000 | e 20
21 Subtract line 20 from line 19. If zero or less, enter -0- and skip lines 22 through 25 . .. . ... 21
22 Enter your basis in Roth IRA contributions (see page 7 of the Instructions) . 22 1,540
23 Subtract line 22 from line 21. If zero or less, enter -0- and skip fines 24 and 25. If more than zero,
you may be subject to an additional tax (see page 7 of the Instructions) .. 23
24  Enter your basis in Roth IRA conversions (see page 7 of the instructions) . 24
25a Subtract line 24 from line 23. If zero or less, enter -0- and skip lines 25band 25¢ o 25a
b Amount on line 25a attributable to qualified hurricane distributions (see page 8 of the instructions).
Also enter this amount on Form 8915, 1ine 23 ||| ... ... ... i 25b
¢ Taxable amount. Subtract line 25b from line 25a. If more than zero, alse include this amount on
Form 1040, line 15b; Form 1040A line 11b; or Form 1040NR line 16b ... .. ... oiieee i, 25¢ 0
Sign Here Only if You Under penalties of perjury, | declare that | have examined this form, including accompanying attachments, and to the best of my
Are Filing This Form knowledge and belief, it is true, correct, and complete.
by Itself and Not With » }
Your Tax Return Your signature Date
Preparer's Date Check if seif- Preparer's SSN or PTIN
Pald signature ’ employed D
Preparer's
bseomy | o ) e
address, and ZIP code
Phone no.

DAA

Form 8606 (2008)



MI00406 03/19/2007

Form 2106 Employee Business Expenses OMB No. 1545-0074

P See separate instructions. ' 2006

P i Sores ™ (s9) > _Attach to Form 1040 or Form 1040NR. e o, 54
Your name Occupation In which you incurred expenses Social securitv number
MICHAEL R PENCE CONGRESS —
Employee Business Expenses and Reimbursements
Column A Column B
Step 1 Enter Your Expenses Other Than Meals Meals and
and_Entertainment Entertainment
1 Vehicle expense from line 22 or line 29. (Rural mail carmiers: See
INSHUCHONS.) L it 1
2 Parking fees, tolls, and transportation, including train, bus, etc., that
did not involve overnight fravel or commuting to and romwork . 2
3 Travel expense while away from home overnight, including lodging,
airplane, car rental, etc. Do not include meals and entertainment . 3
4  Business expenses not included on lines 1 through 3, Do not
indUde mea]s and enterlainment ................................................ 4
5§ Meals and entertainment expenses (see instructions) ... ... 5
6 Total expenses. In Column A, add lines 1 through 4 and enter the
result. In Column B, enter the amount from line 5 6

Note: If you were not reimbursed for any expenses in Step 1, skip line 7 and enter the amount from line 6 on line 8.

Step 2 Enter Reimbursements Received From Your Employer for Expenses Listed in Step 1

7 Enter reimbursements received from your employer that were not
reported to you in box 1 of Form W-2. Include any reimbursements
reported under code "L" in box 12 of your Form W-2 (see
ISHUCHONS) v« e v v e ettt et ettt s e et e e tmo s aesosve s osae s e sz iiss 7

Step 3 Figure Expenses To Deduct on Schedule A (Form 1040)

8  Subtract line 7 from line 6. If zero or less, enter -0-. However, if
line 7 is greater than line 6 in Column A, report the excess as
income on Form 1040, fine 7 (or on Form 1040NR, line 8}

3,000}

Note: if both colunns of line 8 are zero, you cannot deduct
employee business expenses. Stop here and attach Form 2106 to
your retum.

9 In Column A, enter the amount from line 8. In Column B, multiply
line 8 by 50% (.50). (Employees subject to Department of
Transportation (DOT) hours of service limits: Multiply meal
expenses incurred while away from home on business by 75% (.75)
instead of 50%. For details, see instructions.)

3,000}

10  Add the amounts on line 9 of both columns and enter the total here. Also, enter the total on
Schedule A {Form 1040), fine 20 (or on Schedule A (Form 1040NR), line 9). (Reservists, qualified
performing artists, fee-basis state or local government officials, and individuals with disabilities:

See the instructions for special rules on where to enterthe total) .. ... oeeieneerizeieiiii e » | 10 3,000
For Paperwork Reduction Act Notice, see instructions, . Form 2106 (2006)

DAA
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Name(s) shown on retumn Identifying number

MICHAEL R & KAREN S PENCE

Net Minimum Tax on Exclusion ltems

1 Combine lines 1, 6, and 10 of your 2005 Form 6251. Estates and trusts, see instructions 1 81,164
2 Enter adjustments and preferences treated as exclusion items (see instructions) ... ... 2 16,910
3 Minimum tax credit net operating loss deduction (see instructions) . . . . e 3 )
4 Combine lines 1, 2, and 3. If zero or less, enter -0- here and on line 15 and go to Part Ii. if more
than $194,000 and you were married fiing separately for 2005, see instructions L. 4 98,074
§ Enter: $58,000 if married filing jointly or qualifying widow(er) for 2005; $40,250 if single or head
of household for 2005; or $29,000 if married filing separately for 2005. Estates and trusts, enter
S22800 e 5 58,000
6 Enter: $150,000 if married filing jointly or qualifying widow(er) for 2005; $112,500 if single or head
of household for 2005; or $75,000 if married filing separately for 2005. Estates and trusts, enter
ST 000 e, 6 150,000
7 Subtract line 6 from line 4. If zero or less, enter -0- here and on line 8 and go to line 9 7 0
8 Multiply line 7 by 25% (25) 8 0
9 Subtract line 8 from line 5. If zero or less, enter -0-, If this form is for a child under age 14, see
WSIUCKONS e, 0 58,000
10 Subtract line 9 from line 4. If zero or less, enter -0- here and on line 15 and go to Part Il. Form
1040NR flers, see instructions e 10 40,074
11 e If for 2005 you reported capital gain distributions directly on Form 1040, line 13; you reporled
qualified dividends on Form-1040, line 9b (Form 1041, line 2b(2)); or you had a gain on both lines
15 and 16 of Schedule D (Form 1040) (ines 14a and 15, column (2), of Schedule D (Form 1041)),
complete Part Ill of Form 8801 and enter the amount from line 46 here. b 11 10,419
# All others: If line 10 is $175,000 or less ($87,500 or less if married filing separately for
2005), muitiply line 10 by 26% (.26). Otherwise, multiply line 10 by 28% (.28) and subtract
$3,500 ($1,750 if married filing separately for 2005) from the result.
12 Minirmum tax foreign tax credit on exclusion items (see instructions) . . . . . .. ... . ... 12
13 Tentative minimum tax on exclusion items. Subtract line 12 from line 11 .. .. . ... ... ... 13 10,419
14 Enter the amount from your 2005 Form 6251, line 34, or 2005 Form 1041, Schedule |, line 65 ... . ... .. ... 14 9,699
Net minimum tax on exclusion items. Subtract line 14 from line 13. if zeroorless, enter -0- ... .........ooeeerece. 15 720
Minimum Tax Credit and Carryforward to 2007
16 Enter the amount from your 2005 Form 6251, ine 35, or 2005 Form 1041, Schedule |, line 56 . . . .. ... 16 120
17 Enter the amount from line 15 above 17 720
18 Subtract line 17 from line 16. If less than zero, enter as a negative amount 18
19 2005 minimum tax credit carryforward. Enter the amount from your 2005 Form 8801, line 26 19 846
20 Enter the total of your 2005 unaliowed nonconventional source fuel credit and 2005 unallowed
20
21 21 846
22 22 12,609
23 23 13,652
24 24 0
25 Minimum tax credit. Enter the smaller of line 21 or line 24. Also enter this amount on your 2006
Form 1040, line 55; Form 1040NR, line 50; or Form 1041, Schedule G, tine2d . . .. .. ........ 25
26 Minimum tax credit carryforward to 2007. Subtract line 25 from line 21. Keep a record of this
amount because you may use it in fulure years ............. et ieieiiiiiiiiiiiiiiiieiss 26 846

For Paperwork Reduction Act Notice, see page 4 of the instructions.

DAA

Formn 8801 (2006)
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rom 1040 Capital Loss Carryover Worksheets

Name Taxnaver ldantification Number

MICHAEL R & KAREN S PENCE

2005 to 2006 Capital Loss Carryover Worksheet
Use this worksheet to figure your capital loss carryavers from 2005 to 20086 if your 2005 Schedule D, Line 21, is a loss and that loss is a smaller loss (a)
than the loss on your 2005 Schedule D, fine 16, or (b) the amount on your 2005 Form 1040, line 41 (or your 2005 Form 1040NR, fine 38, if applicable),
reduced by any amount on your 2005 Form 8914, line 2, is less than zero. Otherwise, you do not have any carryovers.

1. Enter the amount from your 2005 Form 1040, line 41, or form 1040NR, line 38. |f a loss, enclose the amount In parentheses 1. 81,470
2. Did you file Form 8914 (to claim an exemption amount for housing someocne displaced by Hurrican Katrina) for 20057
No. Enter -0-
Yes. Enter the amount form your 2005 Form 8914, line 2 2
3. Subtract line 2 from fine 1. If the result is less than zero, enclose it in parentheses 3. 81,470
4, 3,000
5. 84,470
6. 3,000
If line 7 of your 2005 Schedule D is a loss, go to line 7; otherwise, enter -0- on line 7 and go to line 11.
7. Enter the loss from your 2005 Schedule D, line 7, as a positive amount 7.
8. Enter the gain from your 2005 Schedule D, line 15, Ifalossenter-0- . . .. ... .. ................. .. &
9' Add Iines 6 and 8 ................................................................................................. 9'
10. Short-term capital loss carryover for 2006, Subtract fine 9 from line 7. If zero or less, enter -0-. If more than zero,
also enter On SChedUIe D’ Line 6 ................................................................................... 10'
If line 15 of your 2005 Schedule D is a loss, go to line 11; otherwise, skip lines 11 through 16.
11. Enter the loss from your 2005 Schedule D, line 15, as a positive amount 1. 22,536
12. Enter the gain, if any, from your 2005 Schedule D, line 7. lfalossenter-0- ... 12,
13. Subtractfne 7 from line 6. If zero o less, emter -0- . 3,000
W Addines 12and 13 u, 3,000
15. Long-term capital loss carryover for 2006. Subtract line 14 from line 11. If zero or less, enter -0-. If more
than zero, aiso enter this amount on Schedule D, ne 14 .. 1, 19,536

2006 to 2007 Capital Loss Carryover Worksheet

Use this worksheet to figure your capital loss camryovers from 2006 to 2007 if Schedule D, Line 21, is a loss and (a) that loss is a smaller loss than the
loss on Schedule D, line 16, or {b) Form 1040, line 41 is a loss, reduced by any amount on your Form 8914, line 6, is less than zero. Otherwise, you
do not have any canyovers.

1. Enter the amount from Form 1040, line 41. If a loss, enclose the amount in parentheses . .. ... ... ... ... 1. 96,479
2. Did you file Form 8914 (to claim an exemption amount for housing someone displaced by Hurmican Katrina) for 2005?
No. Enter -0-
Yes. Enter the amount from your Form 8914, line 6 | . ... ... 2.
3. Subtract line 2 from line 1. If the resuit is less than zero, enclose it in parentheses 3. 96,479
4. Enter the loss from Schedule D, line 21, as a positive amount 4. 3,000
5. Combine lnes 3 and 4. It zero orless, enter 0- 5. 99,479
6. Enter the smaller offne 4orine5 6. 3,000
If line 7 of Schedule D is a loss, go to line 7; otherwise, enter -0- on line 7 and go to line 11.
7. Enter the loss from Schedule D, line 7, as a positive amount 7.
8. Enter any gain from Schedule D, line 15. if a loss, enter -0-
9. Add lines 6 and 8 ................................................................................................. 9'
10. Short-term capital loss carryover to 2007, Subtract line O from line 7. if zero or less, enter-0- 10.
If line 15 of Schedule D is a loss, go to line 11; otherwise, skip lines 11 through 15.
11. Enter the loss from Schedule D, line 15, as a positive amount 1, 19,536
12, Enter the gain, if any, from Schedule D, line 7. if a loss, enter-0- . 12,
13. Subtract line 7 from line 6. If zero or less, enter 0- 13, 3,000
14. Add lines 12 and 13 14, 3,000

15, Long-term capital loss carryover to 2007. Subtract line 14 from fine 11. If zero or less, enter -0- 15. 16,536
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rom 1040 General Sales Tax Deduction Worksheet

Name as shown on retum

MICHAEL R & KAREN S PENCE

Taxpayer ldentification Number

State of Locality of
Virginia
General Sales Tax from IRS Tables
1. Enter the amount of adjusted gross income (AGI) from Form 1040, Line 37 . . . 1. 159,484
2. Add the nontaxable amounts from Form 1040, lines 8b, 15a, 16a, 20a (Exclude rollovers and tax-free Sec. 1035 exchanges) 2.
3. Add the nontaxable amounts from combat pay, public assistance, veteran's benefits, unemployment compensation 3.
4. Add lines 1 through 3, this is income for general sales tax table purposes . ... . . ... ... ... ... ... 4. 159,484
5. Enter the amount from the sales tax table in IRS Publication 600. .. ... . ., 5. 1,140
Part-year residents, complete lines 6 - 8; Full-year residents skip lines 6 - 8
and enter the amount from line & on line 9
6. Enter the number of days of residence instate ... ... . ... ... ... ... 6.
7. Totaldaysinyear e 7. 365
8. Divide line 6 by line 7 (rounded to at least 3 decimal places) . .. ... ......... 8.
9. Multiply fine 5 by line 8, this is the deductible general sales tax using the IRS table from IRS Publication 600. 9. 1,140
Local Sales Tax Using IRS Tables
10. Enter the amount from the sales tax table in the Schedule A instructions. 10.
11. If you are a resident of Alaska, Arizona, Arkansas (Texarkana only), California (Los Angeles County only),
Colorado, Georgia, llinois, Louisiana, New York, or North Carolina, enter
the amount from the applicable Optional Local Sales Tax Table in IRS Publication 600. . . ... ... ... ..., 1.
12. Enter the local general sales tax rate (exclude statewide local sales tax rate) =~ | 12,
13. Enter the state general sales tax rate (include statewide local sales taxrate) | 13.
14. Divide line 12 by line 13 (rounded to at least 3 decimal places) . . .. . . . .. 14.
15. If you entered an amount on line 11, multiply line 11 by line 12. This is the local sales tax
using the optional local sales tax tables.
Part-year residents, complete lines 16 - 18; Full-year residents skip lines 16 - 18
and enter the amount from line 15 on line 19
If you did not enter an amount on line 11, multiply line 10 by line 14. This is the local sales tax 18,
using the optional state and certain local sales tax tables.
Part-year residents, complete lines 16 - 18; Full-year residents skip lines 16 - 18
and enter the amount from line 15 on line 19
16. Enter the number of days of residence inlocality . .. .. . ... .. ... ... ... 16.
A7, Total days i1 YEar ||| e 17. 365
18. Divide line 16 by line 17 (rounded to at least 3 decimal places) . . . . ... ........... 18.
19. Multiply line 15 by fine 18. This is the deductible general local sales tax using the IRS fables. | 19,
General Sales Tax Summary
20. Enter the sum of fine 9 from all General Sales Tax Deduction Worksheets 20. 1,140
21. Enter the sum of line 19 from all General Sales Tax Deduction Worksheets .21,
22, Add lines 20 and 21, this Is the total General Sales taxes using the tables 22, 1,140
23. Enter the actual state and local general sales taxes pald | ... ... 23.
24. Enter the greater of ine 22 0r M@ 23 ... 2. 1,140
25. Enter the state and local taxes paid on specified items (Major purchases) .. . . .. ... ... ... ... . ... ... . . ... 25.
26, Add fines 24 and 25, this Is the dedudtible General Sales tax 26. 1,140
27. Enter total state and local Income taXes Pald | .._............oiiiireie s 2. 9,392
Enter the greater of line 26 or 27 on Schedule A line 5. If line 26 is greater, enter "ST" next to Schedule A, line 5.




rom 1040 Child Tax Credit Worksheets

MI00406 03/19/2007

Name Taxpayer ldentification Number

MICHAEL R & KAREN S PENCE l .

Child Tax Credit Worksheet - Form 1040, Line 53, Form 1040A, Line 33 or Form 1040NR, Line 48.

4. Number of qualifying children: 3 x $1000. Enter the resut,

5. Enter; $110,000 if married filing jointly; $75,000 if single, head of household, or qualifying widow{er); $55,000 if ied filing separately.
8. Is the amount on line 4 more than the amount on line 57

No. Leave line 8 blank, Enter -0- on line 7.

Yes. Subtract line 5 from fine 4. If the result is not a multiple of $1,000, increase it to the next multiple of $1,000, }
7. Mutiply the amount on line 6 by 5% (05). Enter theresult. ... ... e
8. Subtract line 7 from Hne 1. If zero or less, stop here; you cannot take this credit.

10. Add the amounts from Form 1040 lines 47, 48, 49, 50, 51 and 52* or Form 1040A lines 29, 30, 31 and 32 or
Form 1040NR lines 44, 45, 46 and 47*. Enter the total. ("include only the amount from Form 6695, line 12)
11, Are you claiming any of the following credits?
® Residential energy efficient properly credit, Form 5695, Part Il L] Adoption credit, Form 883® Mortgage interest credt, Form 8386 L4

No. Enter the amount from line 10.

3,000

159,484

159,484

110,000

50,000

2,500

500

13,652

District of Columbia credit, Form 8859

Yes. Enter the amount from Child Tax Credit - Line 11 Worksheet below. } ________________________________________ 11
12, Sutsctine tomtnes. S 2. 13,652
13. Child tax credit. Enter the smaller of iine 8 or line 12 here and on Form 1040, fine 53, Form 1040A, line 33 or Form 1040NR, line 48, 13. 500

Child Tax Credit - Line 11 Worksheet

Use this worksheet only if you checked "Yes" on line 11 of the Child Tax Credit Worksheet above.
1. Enter the amount from line 8 of the Child Tax Credit Worksheet above. R 1.
2. Enter the taxable eamed income from the Taxable Eamed Income Workshest. % 2.
3. Is the amount on line 2 more than $11,300?

No. Leave line 3 blank, enter -0- on line 4, and go to fine 5.

Yes. Subtract $11,300 from the amount on line 2. Enter the resuft. } ......... T e 3.

4,

4. Multiply the amount on fine 3 by 16% (15) and enterthe result. | e
5. is the amount on line 1 of the Child Tax Worksheet above $3,000 or more?

No. If line 4 above is zero, stop. Do not complete the rest of this worksheet. Instead, go back the Child Tax Worksheet above and do the following.

Enter the amount from line 10 on line 11 and complete fine 12 and 13. Otherwise, leave lines 6 through 9 blank, enter O on line 10, go to line 11 below.

D Yes. If iine 4 above is equal to or more than line 1 above, leave lines 6 through 9 biank, enter -0- on
Iine 10, and go to line 11 below. Otherwise go to fine 6.

8. Enter the total soclal security and Medicare taxes withheld from your pay (and your spouse's if filing a joint

retum). These taxes should ke shown in boxes 4 and 6 of your Form(s) W-2. If you worked for a railroad, see below.
7. Enter the fotal of the amounts from Form 1040, line 27 and line 59, plus any uncollected social security

and Medicare or tier 1 RRTA taxes shown in box 12 of your Form(s) W-2 with codes A, B, M and N.
8' Add “nes 6 and 7' YTt e et R R I I e I R A ST AT I S A R R R R e R LI Iy
9. Add the amounts from Form 1040, lines 66a and 67 or Form 1040A, line 40a and excess social security tax included on line 43 or

11. Enter the larger of line 4 or line 10.
42, s the amount on line 11 of this worksheet more than the amount on line 1?
NoO. Subtract line 11 from line 1. Enter the resuit.
Yes. Enter -0- |
Next, complete Forms 5695 (Part I), 8839, 8396 and/or 8859 where applicable. Use the amount from fine 12 above in place of
the amount from Form 1040, line 53, Form1040A, line 33 or Form 1040NR, line 48. Then, go to line 13 below.
13. Enter the total of the amounts from Form 5695, fine 29; Form 8839, tine 18; Form 8386, line 11; and Form 8859, line 5.
14, Enter the amount from line 10 of the Child Tax Credit Workshest above.

Railroad employees. Include in the total on line 6 above any of the following taxes.
® Tier 1 tax withheld from your pay. This tax should be shown in box 14 of your form(s) W-2 and identified as "Tier 1 Tax".
@ 7 you were an employee representative, 50% of the total Tier 1 tax and Tier 1 Medlcare tax you paid for 2008.

12,

13.
14,
15.




