Not sure if you should
E-File? Consider the

benefits:

. Receive your
refund quicker!

. For the fastest

refund - use Direct
Deposit - see

page 1 for more
information.

. Increased accuracy
- especially during
the last minute
filing rush.

. E-File lets you
know when the
return has been
accepted

. Correct errors

quickly.

. Nothing to mail!

. Software simplifies
the filing process
and you can be
sure you are using
the correct forms.

Noekth'Dakoeita

vidual Income Tax

Form ND-EZ
Form ND-1

There is no doubt that North Dakota has the fastest growing economy in the nation. The Bureau
of Economic Analysis ranked North Dakota #1 in Economic Growth in 2011. In addition,
North Dakota is in the top spot as #1 in personal income growth and per capita personal income
growth, and we continue to have the lowest unemployment rate in the nation — hovering right
round 3 percent. On top of that, our income tax rate is among the lowest income tax rates in the
country.

Just like our economy, the number of individual taxpayers using e-file is also growing. In 2012,
over 320,000 (or about 80 percent) of North Dakota’s individual income taxpayers filed their
income tax return electronically. There are a number of e-file options for you to consider — IRS
E-file, Free File, as well as a number of other services available online or through VITA and TCE
sites. With all of the e-file options available, there is one that will work for you. Before you
choose an e-file service, we encourage you to consider using our online interactive tool. This
tool will help you sort through the various options to find the one that is the best fit for you, and
you will learn if you are eligible to e-file your return for free. See page 1 of this booklet for a
summary of those options.

The forms and instructions contained in this booklet are generally unchanged from last year.
See page 2 of this booklet for information on the changes that were made and other important
information that may affect you. Please note that certain credits and adjustments will require a
specific schedule, such as the ND-1CR and the ND-1TC. To access these forms, or any other
tax-related publications, visit our web site at www.nd.gov/tax.

Please let us know what you think we are doing well, and what we can do to improve our service
to you. If you have any questions or need assistance in preparing your North Dakota income tax
return, or have other state tax-related questions, you are encouraged to contact our office. You
will find contact information on the back of this booklet.

Sincerely, : :
; See instructions to
Mastencand Form ND-EZ, line 9, or
- Form ND-1, line 38.
Cory Fong’_ A Visit our web site for forms or to
Tax Commissioner learn about North Dakota’s taxes: @n dTaX
www.nd.gov/tax.




This booklet contains the following forms—

® Form ND-EZ ® Form ND-1 ® Schedule ND-1NR
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If you need a form or document mentioned in this booklet, you may obtain it from our web site at www.nd.gov/tax, or
request it by phone, e-mail, fax, or letter—see the back cover of this booklet for phone numbers and addresses.

You might be eligible for a refund of local sales tax!

Most city and county local tax ordinances contain a local sales tax maximum, which varies among the local tax
jurisdictions. If you pay local sales tax in excess of the jurisdiction’s maximum amount, you may apply to the Office of
State Tax Commissioner to obtain a refund of the excess local sales tax paid. For example, if you purchase $4,000 of
furniture in a city having a 1% sales tax and a local sales tax maximum of $25, the retailer will collect $200 in state sales
tax ($4,000 x 5%) and $40 in local sales tax ($4,000 x 1%) at the time of purchase. You may apply to the Office of State
Tax Commissioner to obtain a refund of $15, which is the excess of the $40 local sales tax paid over the $25 local sales tax
maximum. You can obtain the application form, Claim For Refund - Local Sales and Use Tax Paid Beyond Maximum
Tax, from our web site at www.nd.gov/tax, or you may call us at 701.328.1246 or e-mail us at salestax@nd.gov.

Do you owe use tax?

If you purchased goods from a source outside North Dakota that you use or consume in North Dakota on which you did not
pay North Dakota sales tax, you may have to pay state and local sales taxes to North Dakota. Technically, what you have
to pay is called a “use tax.” The use tax applies to the same goods that are subject to North Dakota’s sales tax. The use tax
applies whether you purchased the goods in person at an out-of-state location, or by mail, phone, or over the Internet.

If you purchased the goods in another state and did not pay any sales tax to that state, you must pay the full use tax to North
Dakota. However, if you did pay the other state’s sales tax but paid less than what you would have paid in North Dakota,
you must pay use tax to North Dakota equal to the difference. If you purchased the goods in another country, you must pay
the full use tax to North Dakota regardless of whether you paid any tax to that country on the purchase.

If you owe use tax to North Dakota, you must file a North Dakota use tax return using the One Time Remittance Form.
You can obtain it from our web site at www.nd.gov/tax, or you may call us at 701.328.1246.

Privacy Act information. In compliance with the Federal Privacy Act of 1974 (Public Law 93-579), the disclosure of an individual’s
social security number on the North Dakota income tax return and any required schedules is mandatory and is required under subsections
1 and 7 of North Dakota Century Code 8 57-38-31. An individual’s social security number is used as an identification number by the
North Dakota Office of State Tax Commissioner for file control and recordkeeping purposes, and for cross-checking an individual’s files
with those of the Internal Revenue Service.




North Dakota -
Isnt it time to e-file
80% of filers

your return? now e-file!

1. Go to our web site at— www.nd.gov/tax
. . FREE
2. Click on: £ne@®ndTax or 50%

3. Click on the interactive tool link. E-file

Do it yourself

With a computer and Internet access, you can complete and
electronically file your federal and North Dakota returns—

through an Internet-based tax preparation service

or

. . % of total returns
using tax preparation software that you can buy filed for 2011

from any number of retail stores. Make sure the
software supports the forms you need to file your
North Dakota return.

If eligible, you may be able to e-file for free or at a reduced cost. Use the interactive tool on
our web site to determine if you qualify. Whichever method you choose, the program will
walk you step-by-step through the preparation of your return.

Another do-it-yourself option available to most North Dakota resident filers is North Dakota
fillable forms. With a computer and Internet access, you can access forms on our web
site that you fill in on-line, and then submit electronically. A bit more work to use, but it’s
FREE.

Or have a tax expert help you

Free tax preparation assistance and electronic filing is available to eligible filers at many
Volunteer Income Tax Assistance (VITA) or Tax Counseling for the Elderly (TCE) site
set up by the IRS. Go to www.irs.gov or call 1-800-906-9887 to locate a site near you.

A professional tax preparer who is an Authorized IRS E-File Provider can complete and
electronically file your returns for you at a cost dependent on the complexity of your return.

Choose DIRECT DEPOSIT for a faster refund

Regardless of how you file, use DIRECT DEPOSIT for secure,

fast handling of your refund. Direct

@ Deposit

For more information, see page 9 if filing Form ND-EZ,
or see page 15 if using Form ND-1.
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Changes affecting you and your income tax
Developments, updates, and items of interest relating to individual income tax

Changes to instructions
to note for 2012

Gross income from North Dakota
sources

An individual who is a nonresident

of North Dakota is required to file a
North Dakota income tax return if the
individual (1) is required to file a federal
income tax return for the year and (2)
derives any gross income from North
Dakota sources during the year. On
page 4 of this booklet, there is a box
identifying what is included in gross
income from North Dakota sources for
a nonresident individual. The list was
expanded to include unemployment
compensation benefits that are based on
prior employment services performed in
North Dakota.

Long-term capital gain exclusion
The instructions to Form ND-1, line 8
(“Net long-term capital gain exclusion”),
were revised to provide that the portion
of a net long-term capital gain included
in an entry on Form ND-1, line 9, 11,

or 16, is not eligible for the 30 percent
exclusion because it is already excluded
from North Dakota taxable income. The
worksheet for calculating the amount of
the exclusion on page 13 of this booklet
was revised to add additional lines for the
purpose of removing from the calculation
a long-term capital gain excluded
elsewhere on the return.

Marriage penalty credit for joint

filers

The maximum amount of the marriage

penalty credit for eligible joint filers

increased from $234 to $241 for the

2012 tax year. This is attributable to the

increase in the income tax rate brackets

for the 2012 tax year resulting from the
indexing of the brackets for inflation. In
addition, the calculation worksheet on
page 14 of this booklet was changed as
follows:

» The amount allowed as a deduction in
calculating the taxable income of the
spouse with the lower earned income
was increased from $9,500 to $9,750.

» The joint North Dakota taxable
income threshold and the earned
income threshold of the spouse with
the lower earned income were changed
to $59,175 and $33,575, respectively.

Eligibility to use Form ND-EZ

On page 6 of this booklet there is a
worksheet provided to assist individuals
in determining if they should use

Form ND-EZ or Form ND-1. In general,
Form ND-EZ, which is an optional
simplified form, may be used by North
Dakota residents who do not have any
special adjustments or tax credits, do not
pay estimated income taxes, and do not
have to make any special tax calculation.
The worksheet was revised to clarify
that an estimated income tax payment
includes an overpayment (refund) that a
taxpayer elected to leave on deposit with
the Office of State Tax Commissioner

to be applied to the following year’s tax
liability.

Income from oil, gas,
and other mineral
interests

An individual who is a nonresident

of North Dakotais subject to North
Dakota income tax on income derived
from tangible property located in North
Dakota. Anownership interest in oil,
gas, or other minera deposit in North
Dakota constitutes a tangible property
(real property) interest in North Dakota.
Therefore, income that a nonresident
individual receives from an ail, gas,
and mineral lease contract is subject to
North Dakotaincome tax. Such income
includes:

» Rents, lease bonuses, advance
royalties, and delay rentals received
prior to production.

» Royalties received based on actual
extraction of mineral deposits.

e Gains from the sale of mineral
interests.

» Income from aworking interest in the
|ease contract.

In the case of Minnesota and Montana
residents, income from tangible property
located in North Dakota may not be
excluded from North Dakota income tax
under the reciprocity agreements between
North Dakota and those two states.

Tax withholding from royalty
income

Oil and gas royalty interest owners
receive a statement from oil companies
detailing how the amount of their royalty
check is calculated. Included in the
statement is information about their share
of various expenses, including applicable
state taxes, that have been deducted in
calculating the net amount payable to the
mineral owner.

In North Dakota, natural gasis subject
to aproduction tax, and oil is subject to
both a production tax and an extraction
tax. These taxes are generaly referred
to as severance taxes because they apply
at the time oil and gas are “severed,” or
removed, from the earth. These taxes
are not income taxes and should not be
claimed asincome tax withholding on
Form ND-EZ, line 3, or Form ND-1,
line 28.

North Dakotatax law does not require
income tax to be withheld from ail or
gas royalty payments made to mineral
interest owners. Therefore, on Federal
Form 1099-M1SC, which oil companies
provide to mineral interest owners at
the end of the year, there should not be
an entry for North Dakota income tax
withheld shown in the state tax boxes on
the form.

Tax-planning reminders
for the 2013 tax year

Automation income tax credit

As a tax-planning reminder, a new
income tax credit for purchasing new or
used machinery and equipment for the
purpose of automating a manufacturing
process becomes available starting with
the 2013 tax year. The credit will be
allowed to a primary sector business,
which is a business certified by the North



Changes affecting you and your income tax (continued)

Dakota Commerce Department as one
using knowledge or labor to add value to
a product, process, or service that results
in the creation of new wealth in North
Dakota.

The credit is equal to 20 percent of the
cost of the machinery and equipment
approved by the Commerce Department.
The credit must be claimed in the tax
year in which the purchase occurs. The
excess, if any, of the credit over the tax
liability may be carried over and used on
subsequent years’ returns for up to five
tax years.

The total credits allowed for all
qualifying purchases by all taxpayers is
limited to $2 million per calendar year.
The Commerce Department will account
for this annual limit on a first-come,
first-serve basis according to the date
of purchase. While the annual limit is
measured on a calendar-year basis, the
taxpayer will claim an allowable credit
in the taxpayer’s tax year in which the
purchase occurs.

If the taxpayer is a partnership or

other passthrough entity, the credit is
computed at the entity level and passed
through to the entity’s owners based on
their respective ownership interests in
the entity. The amount of the approved
purchases may not be used as the basis
for any other deduction or credit allowed
under North Dakota income tax law. The
Commerce Department must provide

a statement to the Office of State Tax
Commissioner identifying the taxpayer
and listing the machinery and equipment
items approved for the credit.

The credit will be available for the 2013
through 2015 tax years, after which it
expires.

Mobile workforce exclusion for
nonresident individuals

As a general rule, compensation received
by a nonresident individual for services
performed in North Dakota is subject

to North Dakota income tax. There

are exceptions for U.S. armed forces
servicemembers, certain interstate
commerce employees, and Minnesota
and Montana residents covered under the
reciprocity agreements between North
Dakota and the States of Minnesota and
Montana.

Starting with the 2013 tax year,
compensation received by an individual
for services performed in North Dakota
is excluded from North Dakota source
income and therefore is not subject to
North Dakota income tax if all of the
following conditions apply:

e The individual is not a legal resident
of North Dakota for the tax year.

e The individual has no other income
from sources in North Dakota for the
tax year in which the compensation is
received.

e The individual is present in North
Dakota to perform employment duties
for less than twenty-one days during
the tax year.

* The individual’s state of legal
residence either (1) does not impose
an income tax or (2) provides a
substantially similar exclusion.

“Compensation” means wages, salaries,
tips, and other types of compensation
that are subject to federal income tax
withholding and reportable on federal
Form W 2. In counting the number of
days present in North Dakota, presence
in North Dakota for any part of a day
constitutes presence for that day unless
the presence is solely for purposes of
traveling through North Dakota.

North Dakota -

The following individuals are not eligible
for this new exclusion:

» Professional athlete or member of a
professional athletic team.

¢ Professional entertainer.

 Person of prominence performing
services on a per event basis.

« Person performing construction
services that improve real property.

» Employee who is an officer of
a business and had an annual
compensation for the preceding year
in excess of the threshold amount
prescribed under the “key employee”
rules for top-heavy employee benefit
plans for federal income tax purposes.

« Employee who is not an officer of a
business, is one of the fifty highest
paid employees, and had an annual
compensation for the preceding year
in excess of the threshold amount
prescribed under the “key employee”
rules for top-heavy employee benefit
plans for federal income tax purposes.

The provisions of this new exclusion
do not affect the reciprocity agreements
between North Dakota and the states
of Minnesota and Montana, nor do
they affect North Dakota’s jurisdiction
to impose any tax on any taxpayer.
Except where the Office of State Tax
Commissioner requires the filing of

an informational return, a nonresident
individual whose compensation is
eligible for this new exclusion is not
required to file a North Dakota income
tax return for the tax year.
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General information for all filers

e A short and easy form, Form ND-EZ, is available to full-year residents
who have no adjustments or tax credits, do not pay estimated tax,
and do not use income averaging for farm income.

e This booklet contains both the Form ND-EZ and Form ND-1. See
“Which form to use” on page 6 to find out which one fits your filing

needs.
_ )
Steps to completing your return
Step Action
|:| 1 Determine if you have to file a return............... see page 4
|:| 2 Complete your federal return ...........coooeeviieenn. see page 7
|:| 3 Determine which formtouse ...................coo.... see page 6
Have you considered e-filing your return?..... see page 1
|:| 4  Go to the applicable instructions—
If using FOrm ND-EZ .......ccooiiiiiiiiiiiiiiiiiaen.. see page 9
If using Form ND-1......cccoiiiiiiiiiiiiiieeaaes see page 11
|:| 5 Assemble your completed return ....... see inside back cover
|:| 6 Read “Before you file” ....................... see page 10 or 16
|:| 7  File your return on or before April 15, 2013—
Where to file.... ..o see page 7
Need an extension? .........coooeeiiiiiieaiiiianaannn. see page 7
S sy

Who must file a return

Full-year resident

If you were a full-year resident of North
Dakota for the 2012 tax year and you are
required to file a 2012 federal individual
income tax return, you must file a 2012
North Dakota individual income tax
return. This applies even though you
may have worked outside North Dakota
(including employment overseas) during
the tax year, or you have other income
from sources outside North Dakota. You
were a full-year resident of North Dakota
if you were a resident of North Dakota
for the entire tax year, or you meet the
statutory 7-month rule—see Statutory
7-month rule on this page.

Definition of resident—In these
instructions, the term “resident” refers to
an individual who is a legal resident of

North Dakota. Legal residence (which
is also called domicile) means the place
that is your permanent home to which
you always intend to return whenever
absent from it. If you have more than
one physical place of abode, only one of
them may be your legal residence. Legal
residence is based on your intent and
your actions.

Statutory 7-month rule—Even though
you were not a resident of North Dakota
for any part of the tax year—that is,

you were a full-year nonresident—you
must file as a full-year resident of North
Dakota if you maintain a permanent place
of abode in North Dakota and spend in
the aggregate more than 210 days of the
tax year in North Dakota. A permanent
place of abode means a house, apartment,
or other dwelling containing cooking

and bathroom facilities that is suitable
for year-round living and is maintained

on a permanent or indefinite basis. This
7-month rule does not apply if you were
(1) a part-year resident of North Dakota,
(2) a full-year nonresident serving in
the U.S. armed forces, or (3) a full-
year resident of Montana or Minnesota
covered by reciprocity.

Residents in U.S. armed forces—If you
were a resident of North Dakota serving
in the U.S. armed forces in 2012 and
you are required to file a 2012 federal
individual income tax return, you must
file a 2012 North Dakota individual
income tax return as a full-year resident.
This applies regardless of where you
were stationed during 2012.

Civilian spouse of U.S. armed forces
member—If you are a civilian spouse
of a U.S. armed forces servicemember,
you are subject to North Dakota income
tax and must file a 2012 North Dakota
individual income tax return if (1) you
were a full-year resident of North Dakota
for the 2012 tax year and (2) you are
required to file a 2012 federal individual
income tax return. This applies
regardless of your military spouse’s state
of residence, where you resided, or the
source of your income.

Full-year nonresident

If you were a full-year nonresident of

North Dakota for the 2012 tax year, you

must file a 2012 North Dakota individual

income tax return if both of the following

apply:

* You are required to file a 2012 federal
individual income tax return.

* You derived gross income from North
Dakota sources during the 2012 tax
year. (See the box on page 5 for what
is included in gross income from North
Dakota sources.)



You were a full-year nonresident if you
were not a resident of North Dakota for
any part of the tax year and if you do not
meet the statutory 7-month rule—see
Statutory 7-month rule on page 4.

Nonresidents in U.S. armed forces—
If you were a full-year nonresident of
North Dakota serving in the U.S. armed
forces in 2012, you do not have to file a
North Dakota income tax return unless
(1) you have gross income from North
Dakota sources other than your military
compensation or (2) you are married and
filing a joint federal income tax return
with your spouse who is required to file a
North Dakota income tax return.

Civilian spouse of U.S. armed forces
member—If you are a civilian spouse of
a U.S. armed forces servicemember, you
are not subject to North Dakota income
tax and do not have to file a 2012 North
Dakota individual income tax return if (1)
both you and your spouse were full-year
nonresidents of North Dakota, (2) your
military spouse’s permanent duty station
was in North Dakota, (3) your only gross
income from North Dakota sources was
wages for work performed in North
Dakota, and (4) you resided in North

Dakota only because you wanted to live
with your military spouse. If you meet
all of these conditions and your employer
withheld North Dakota income tax from
your wages, you must file a return to
obtain a refund of the withheld taxes.

Minnesota or Montana resident—

If you were a full-year resident of
Minnesota for the 2012 tax year, you
do not have to file a 2012 North Dakota
individual income tax return if both of
the following apply:

* Your only gross income from North
Dakota sources was compensation for
personal or professional services.

* You returned to your home in
Minnesota at least once each month
during the time you worked in North
Dakota.

If you were a full-year resident of
Montana for the 2012 tax year, you do
not have to file a 2012 North Dakota
individual income tax return if your only
gross income from North Dakota sources
was wages.

See Reciprocity on page 6 for more
information.

KG
(for nonresidents only)

In the case of a nonresident, “gross
income from North Dakota sources”
includes the following:

» Compensation for services performed
in North Dakota, such as wages,
salaries, tips, commissions, and fees.

« Income from tangible property in
North Dakota, such as rents, royalties,
and gain from the sale or exchange of
the property.

e Income from a trade or business
carried on in North Dakota, whether
as a sole proprietorship, partnership,
or S corporation.

e Income from an estate or trust, but
only to the extent the income is
derived from tangible property or a
trade or business in North Dakota.

e Income from gambling activity carried
on in North Dakota.

ross income from North Dakota sources

e Unemployment compensation
attributable to previous employment in
North Dakota.

Exceptions

Gross income from North Dakota sources
does not include these items received
while a nonresident of North Dakota:
military pay, interest, dividends, pensions,
annuities, gain from the sale or exchange
of intangible property, compensation
exempted under reciprocity with
Minnesota or Montana, or compensation
for services that is eligible for exemption
from state income tax under federal
military and interstate commerce laws.

Note: Interest, dividends, gains, and other
income from intangible property

are included in gross income from

North Dakota sources if derived from

a trade or business carried on in North
Dakota, whether as a sole proprietorship,

partnership, or S corporation.

J
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Nonresident alien—If you were a
nonresident alien of the United States
and you received gross income from
North Dakota sources during 2012, you
must file a 2012 North Dakota individual
income tax return. Except where an
income tax treaty between the United
States and a foreign country specifically
exempts income from taxation by a

U.S. state, income tax treaties between
the U.S. and foreign countries do not
apply for North Dakota income tax
purposes. Therefore, you may have to
pay North Dakota income tax on gross
income from North Dakota sources even
though the income is exempt from U.S.
income tax because of a treaty. For more
information, including the instructions
on how to complete the North Dakota
return, obtain the Income Tax Guideline:
Taxation of Nonresident Aliens.

Part-year resident

If you were a part-year resident of North

Dakota for the 2012 tax year, you must

file a 2012 North Dakota individual

income tax return if both of the following

apply:

* You are required to file a 2012 federal
individual income tax return.

* You derived gross income from (1) any
source inside or outside North Dakota
while you were a resident of North
Dakota or (2) a North Dakota source
while you were a nonresident of North
Dakota. (See the box on this page
for what is included in gross income
from North Dakota sources while a
nonresident.)

You were a part-year resident of North
Dakota if you were a resident of North
Dakota for only part of the year. This
generally applies if you moved into

or out of North Dakota and the move
constituted a change in your legal
residence. See Definition of resident on
page 4.

Native Americans

If you are a Native American, you are
not subject to North Dakota income tax
and do not have to file a North Dakota
income tax return if all of the following

apply:
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* You are enrolled as a member of a
federally-recognized Indian tribe.

« You lived on any Indian reservation in
North Dakota.

* You derived all of your income from
sources on any Indian reservation in
North Dakota.

If any of the above criteria are not met,
you may be subject to North Dakota
income tax. For more information,
obtain the Income Tax Guideline: Income
Taxation of Native Americans.

Which form to use

This booklet contains Form ND-EZ and
Form ND-1. If you are required to file
a 2012 North Dakota individual income
tax return, see the box on this page to
determine which of these two forms to
use.

Reciprocity

North Dakota has income tax reciprocity
agreements with the states of Minnesota
and Montana. If certain conditions in the
agreements are met, a resident of North
Dakota does not have to pay Minnesota
or Montana income tax on compensation
received for work performed in the
other state, and a resident of Minnesota
or Montana does not have to pay North
Dakota income tax on compensation
received for work performed in North
Dakota.

Minnesota and Montana residents
If you are a resident of Minnesota and
you maintain a permanent home in
Minnesota to which you return at least
once each month during the time you
work in North Dakota, the compensation
you receive for personal or professional
services performed in North Dakota is
not taxable by North Dakota.

If you are a resident of Montana, wages
you receive for work performed in North
Dakota are not taxable by North Dakota.

If you received wages covered by
reciprocity, and your employer withheld
North Dakota income tax from them,

Which form to use—Form ND-EZ or Form ND-17?

Use Form ND-EZ...if ALL seven statements below are TRUE; or
Use Form ND-1..... if ANY of the seven statements are FALSE.

Note: If you are filing a joint return with your spouse, check
“True” only if the statement is true for both you and your spouse.

True False

1. You were a resident of North Dakota for all of 2012 .........c..cccvee... |:| |:|

2. You do not have any North Dakota addition adjustments
(*Form ND-1, 1ines 2-4) .......cccceevervnenn.

3. You do not have any North Dakota subtraction adjustments
(*Form ND-1, lines 7-16) .........cc.ccouruene.

4. You are not claiming any North Dakota tax credits
(*Form ND-1, lines 21-25) .........cc.c.......

5. You did not pay, and were not required to pay, North Dakota
estimated income tax for 2012, and you did not apply an
overpayment (refund) from your 2011 North Dakota return as
an estimated payment for 2012..............

6. You are not going to use the 3-year income averaging method

[
L1 O [

[
[

for farm income (on Schedule ND-1FA) to calculate your tax........... I:l I:l
7. You are not making an extension payment on Form ND-1EXT......... I:l I:l
K * The references show where to find more information. J

you must file a North Dakota individual
income tax return at the end of the tax
year to obtain a refund of the amount
withheld. If this applies to you and you
do not have any other gross income
from North Dakota sources, complete
Form ND-1 as follows:

1. Complete the applicable items at the
top of Form ND-1, page 1 (through
line C), as instructed.

2. Fill in the circle for “MN/MT
RECIPROCITY” at the top of
Form ND-1, page 1. Also enter “MN”
or “MT”, whichever applies, on the
line next to the circle.

3. Leave line D and lines 1 through 27
blank.

4. Fill in the amount of the North Dakota
income tax withheld on lines 28, 30,
31, and 34.

5. File Form ND-1 with a copy of your
federal return and Form W-2s showing
North Dakota income tax withholding.

If your wages are covered by reciprocity
and you do not want your employer to
withhold North Dakota income tax from
them, you must complete Form NDW-R
and give it to your employer. Ask your
employer for this form.

North Dakota residents

If you are a resident of North Dakota and
you maintain a permanent home in North
Dakota to which you return at least once
each month during the time you work

in Minnesota, the compensation that

you receive for personal or professional
services performed in Minnesota is not
taxable by Minnesota. Also, wages you
receive for work performed in Montana
while a resident of North Dakota are not
taxable by Montana.

If you received wages covered by
reciprocity and your employer withheld
Minnesota or Montana income tax from
them, you must file an income tax return
with the applicable state to obtain a
refund of the amount withheld. If your
wages are covered by reciprocity and you
do not want your employer to withhold
Minnesota or Montana tax from them,
you must give your employer a properly
completed Minnesota Form MW-R or
Montana Form NR-2, whichever applies.
For assistance and forms, contact:

* Minnesota Revenue
Mail Station 5510
St. Paul, MN 55146-5510
Phone: (651) 296-3781
Web: www.taxes.state.mn.us



» Montana Department of Revenue
PO Box 5805
Helena, MT 59604-5805
Phone: (406) 444-6900
Web: www.mt.gov/revenue

When and where to file

If you are filing on a calendar year basis,
you must file your 2012 North Dakota
individual income tax return on or before
April 15, 2013. If you are filing on a
fiscal year basis, you must file on or
before the 15th day of the fourth month
following the close of your fiscal tax
year. If the due date falls on a Saturday,
Sunday or holiday, you have until the
next day that is not a Saturday, Sunday;,
or holiday to file your return.

Mail your return in the preaddressed
envelope provided in this booklet. If you
don’t have a preaddressed envelope, mail
it to:

Office of State Tax Commissioner

PO Box 5621

Bismarck, North Dakota 58506-5621

Extension of time to file

You may obtain an extension of time to
file your North Dakota individual income
tax return by obtaining either a federal
extension or a North Dakota extension.

Federal extension

If you obtain an extension of time to file
your federal return, it will be recognized
for North Dakota purposes. This
includes the automatic extension allowed
for being outside the U.S. and Puerto
Rico on April 15. You do not have to file
a separate state extension form, nor do
you have to notify the Office of State Tax
Commissioner that you have obtained

a federal extension prior to filing your
North Dakota return. Fill in the circle
next to “Extension” on Form ND-EZ or
Form ND-1, whichever applies.

North Dakota extension

If you do not obtain a federal extension,
but need additional time to file your
North Dakota return, you may apply

for a North Dakota extension by
completing and filing Form 101. This

is not an automatic extension—you
must have good cause to request a North
Dakota extension. Form 101 must be
postmarked on or before the due date of
your return. You will be notified whether
your extension request is approved or
rejected. If approved, fill in the circle
next to “Extension” on Form ND-EZ or
Form ND-1, whichever applies.

Extension interest

If you obtain an extension and file your
North Dakota return on or before the
extended due date, and you pay any tax
balance due with the return, no penalty
will be charged. Interest on any tax due
on the return will be charged at the rate
of 12% per year from the original due
date of your return to the earlier of the
date you file your return or the extended
due date.

Prepayment of tax due

If you are applying for an extension

of time to file, you may prepay the tax
that you expect to owe to avoid paying
extension interest. To do so, submit
your check or money order along with a
completed 2012 Form ND-1EXT on or
before April 15, 2013. Alternatively, you
may submit your payment along with a
letter containing the following:

* Your name.

* Your social security number.

« Your address and phone number.

« Statement that you are making a 2012
Form ND-1EXT payment.

If you prepay your tax using

Form ND-1EXT, you must file
Form ND-1 and claim the payment
on page 2, line 29; you may not file
Form ND-EZ.

Penalty and interest

If you obtain an extension of time to file
your return, you may pay the tax due

by the extended due date of the return
without penalty, but extension interest
will apply—see Extension interest and
Prepayment of tax due on this page.
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If you file your return by its due date (or
extended due date), but you do not pay
all of the tax due on it by the return’s due
date (or extended due date), a penalty
equal to 5% of the tax due or $5.00,
whichever is greater, must be paid.

If you do not file your return by its due
date (or extended due date), a penalty
equal to 5% of the tax due or $5.00,
whichever is greater, applies for the
month the return was due, with an
additional 5% of the tax due for each
month (or fraction of a month) the return
remains delinquent, not to exceed 25% of
the tax due.

In addition to any penalty, interest must
be paid at the rate of 1% per month

(or fraction of a month), except for the
month in which the tax was due, on any
tax due that remains unpaid after the
return’s due date (or extended due date).

Federal income tax
return

Certain information from your 2012
federal individual income tax return—
Form 1040, 1040A, or 1040EZ—is
needed to properly complete your 2012
North Dakota individual income tax
return. Therefore, you must complete
your federal return before you attempt to
complete your North Dakota return.

In addition, you must attach a complete
copy of your federal income tax return to
your North Dakota return. A complete
copy consists of Form 1040, 1040A, or
1040EZ, along with any supplemental
forms and schedules. You do not have
to include depreciation schedules or

any other statements that you may have
prepared as supporting documentation to
your federal return.

Changing your return

If you need to change your North Dakota
return after you file it, you must file an
amended return. There is no special form
for this purpose. See How to prepare
an amended return 0on page 8.
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If you paid too much tax because of an
error in your return, you generally have
three years after you file your original
return to file an amended return to
correct the error and claim a refund of
the overpayment. There are other time
periods that may apply, such as in the
case of a net operating loss carryback,
an overstatement of tax of over 25%, or
an IRS audit. For these and other time
periods that may apply, see North Dakota
Century Code § 57-38-40 or contact the
Office of State Tax Commissioner.

Penalty and interest apply to additional
tax due on an amended return.

Change to federal return

By law, you must file an amended North
Dakota return to report changes made to
your federal return. This applies whether
the changes are attributable to your filing
of an amended federal return or an audit
or correction by the IRS. The amended
North Dakota return must be filed within
90 days after filing the amended federal
return or within 90 days after the final
determination of the IRS changes.

How to prepare an amended
return

1. Obtain a blank North Dakota
individual income tax return for the
tax year affected by the changes. For
tax years before 2009, use Form ND-1
or Form ND-2, whichever applies.
For tax years after 2008, you must use
Form ND-1.

2. Enter your name, current address,
social security number, and other
information required in the top portion
of the return.

3. Fill in the applicable circle next to
“Amended” in the top right-hand
corner of the return.

4. Complete the return through the net
tax liability line.

5. Leave the line for income tax
withholding blank unless you are
claiming an additional amount not
previously claimed.

6. On the “Total payments” line, enter
the net tax liability shown on your
original return or previously filed
amended return. If the net tax liability
has not been fully paid at the time the
amended return is filed, only enter the
amount of tax that has been paid.

7. Complete the remaining portion of the
return according to the instructions.
On an amended return, you may not
adjust the amount of any voluntary
contribution to the wildlife or
trees funds, nor the amount of an
overpayment applied to the next year’s
estimated tax.

8. Attach a statement explaining why
you are changing your return. 1f you
are doing so because of changes you
or the IRS made to your federal return,
attach a copy of the amended federal
return or IRS notice.

Estimated tax
requirement (for 2013)

You must pay estimated North Dakota
income tax for the 2013 tax year if all of
the following conditions apply:

1. You are required to pay estimated
federal income tax for 2013.

2. Your North Dakota net tax liability for
2012 is $500 or more. (If you are not
required to file a North Dakota return
for 2012, you do not have to pay
estimated tax for 2013.)

3. You expect to owe (after subtracting
any estimated North Dakota income
tax withholding) at least $500 in North
Dakota income tax for 2013.

4. You expect your North Dakota income
tax withholding for 2013 to be less
than the smaller of the following:

(@) 90% of your 2013 North
Dakota net tax liability. Note:
Substitute 66 2/3% if a qualified
farmer—see instructions for 2013
Form ND-1ES

(b) 100% of your 2012 North Dakota
net tax liability. If you moved into
North Dakota during 2012 and
had no income from North Dakota
prior to the move, this 100%
threshold does not apply; you
must satisfy the 90% threshold in

part (a).

In general, one-fourth (25%) of the total
estimated tax required to be paid for the
2013 tax year must be paid by April 15,
June 15, and September 15, 2013, and
January 15, 2014.

If you are required to pay estimated tax
for 2013, obtain the 2013 Form ND-1ES,
Estimated income tax—individuals.

How to file a return for a
deceased taxpayer

If a final federal income tax return is
required to be filed for a decedent for

the year of death, a final North Dakota
income tax return also must be filed. A
court-appointed personal representative
is responsible for filing the decedent’s
final return, even if there is a surviving
spouse. The information from the final
federal return is used to complete the
final North Dakota return, and the North
Dakota return is to be signed in the same
manner as required for federal income
tax purposes. If there is a personal
representative and no surviving spouse,

a copy of the court document showing
the appointment must be attached to the
final return. If there is a surviving spouse
and the final return will be filed on a joint
basis, a refund will be mailed in both
Spouses’ names.

If a surviving spouse experiences any
problem with depositing or cashing a
refund check, or if there is no surviving
spouse and no personal representative has
been appointed for the decedent, contact
the Individual Income Tax Section, Office
of State Tax Commissioner for assistance
(see the back cover of this booklet).

Fill in the circle for “Deceased” next

to the deceased taxpayer’s name on
Form ND-EZ or Form ND-1, whichever
applies.
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2012 Form ND-EZ instructions

Before you begin . . .

* Are you eligible to use Form ND-EZ? See “Which form to use” on page 6 of this booklet.

» The instructions on pages 9 and 10 of this booklet apply to Form ND-EZ.

» Be sure to have a copy of your completed 2012 federal income tax return—Form 1040, 1040A, or
1040EZ—at hand. You will need information from it to complete Form ND-EZ.

Instructions for top of
Form ND-EZ

Name and address

Enter your full name and address in the
spaces provided on the return. If you are
married and filing a joint return, include
your spouse’s full name. If the taxpayer
died during the 2012 tax year, fill in

the circle for “Deceased” next to the
taxpayer’s name.

Social security numbers

Enter your social security number (and
your spouse’s social security number,
if married filing jointly ) in the spaces
provided on the return.

Item A - Filing status

Fill in the circle next to the filing
status that you used on your 2012
Form 1040EZ, 1040A, or 1040.

Item B - School district code
Select the code number from the list of
school district codes on page 19.

Item C - Income source code
Select from the following list the code

number corresponding to the area from
which you derived the majority of your
income for the tax year.

Source Code
of income number
Farming, ranching, or

agricultural production ..................... 1

Retail, wholesale trade, and
eating and drinking places................ 2

Federal, state, county, or city
government Service .........cveeeuvuvunennns 3

Public or private education................... 4

Accounting, legal, health, motel, and
other personal or professional

services not classified elsewhere........ 5
CONStruCtion .....ccvveiiiiiiii e 6
Manufacturing.......ccooeiiiiiiiiiiiians 7

Transportation, communication, and
public utilities ..ot 8
Exploration, development, and
extraction of coal, oil, and
natural gas........cooeeeiiiiiiiiiis 9

Banking, insurance, real estate, and

other financial services................... 