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% Revised Income Tax Booklet

Montana Department of

REVENU

O Booklet redesigned for ease of use

Q Instructions thoroughly rewritten in clear, direct style
-larger print, more white space

O Federal items mirror federal 1040 — ending taxpayer confusion
O Forms expanded to reflect all features of Montana law

-especially those that allow taxpayers to legally reduce taxes
-45 items spelled out, of which 32 reduce taxes

O No late payment penalties applied to check-offs

O Full information for legislature on impact of all provision of law
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2004 Montana Individual Income Tax Return Form 2 04
or Fiscal InNn 2004 and ending 2005
Laat Neme Frat Name % W ade Intal
T e L
u hy - o Coded
il i K il K el e e e et R
== |Or= o= [O== mm o s e
Exemptions S, I o
F‘ .ﬁ nﬁ- a o howaenold) oo 3 checimd
1 Yowser e Aumbme hached 1
2 Semas D D D Erier mmter cracnd Bz O-
3 e —
I n [ torw 3 Depeasents [ O-

3R OSS INCOME

JUSTEL

Round 1o nearest daliar
1 no entrv leave blank

FEDERAL AL

BELOWLINES

BNR

Federai ncome tax refunda/overpayment
Other additions. (see page 3. line 23 of instructions)

20 Federal adjusted groes income mnnaln-m from line 18)
Note: Line 20 must match federal inceme

... Attach copies of W-2(s) from all states & L}
s1%0 7 3
s1800 8 s

¥ [ )

10 10

" "

12 12

Attach ail 12 130

1085Rs 1@ 1&

1% 158,

18 16

7 17.

Total => 18 18
IRA,

Specty

Interest and dvidends on state, courty, of municipal bonds (Non-Mortana)
(soe page 3. Ine 22 an instructians )

25, Add lines 20 and 24, ent resdt .

24 Ton addtons 1o ncome (add lines 21 vy 23) ..

.. Toml =>

ATTACH WITHHOLDING

98 BEBR2BBAIND

Farm Risk Management Accourt
Irterest exchusion o ededy .
u—--a.mum-gmc Soocty,

Atach Form FRM

Exeot pension & annully income. (0ot ®oc. sec Jdeabilty) Atich Worlaheet IV Page 13

Medical Care Savings Accourt .

Atach Form MSA

Family Education Savings Accourt (Afch name and sacisl securlly rumber(s) o beneficiary)

Health care professional ban payment exclusion
Other rec.ctions (sse page 5, ine 35 of nstructions)
Speclly

Amch Fam FTB

Toml reductions 1o incame (add Ines. 28 thru 35).

Suttract ine 38 fom ine 25 Enter here and on ine 38, gl

988 RPHELBPNNN(NRE RN

5 -] N
g5 288 szusaegu _u)

100

B
8

ATTACH WITHHOLDING STATEMENTS HERE

2005 Montana Individual Income Tax Return Form 2
Forthe year Jan1-Dec 31. 2005 orhetaxyearbegnning ________ 200S.ending .20 Montana
Your first name anc Initial Last name Deceased [Your scdial security number
Reum [
Spouse s first name and initial [ Last name. Deceased [Spouse s social security number
Home address (number and streel; City State Ziped
ng Status 1] [Sewe kT
icheck anly 2 Married fiing oty k3 —un-mqno--. Spouses SSN. -
e boxi 3a] | Marred fing sacarstaly cn e same teem 4 [T ost o Deusanoid
Residency Status (check anly cne bax) Date of change: State moved to:  State moved trom:
15 Resident ful year  5b Norresicent full vear  Sc Resident pan-year
Column A (for single, [Column B for
Exemptions joint. separate. cr  fwhen filing separated;
head of househald) Jusing filing status 3aj)
6a) X |Yourself................] 65 or older.. Blind......... Enter number checked [
6b] [Spouse...... 65 or older... Biind... Enter number checked e
6c| Dependent's first nam‘ Last name SSN Relationship | Cisability|
| ]
6d If additional ndents. see instructions Add lines 6a thru 6¢ and enter lotal exemplions here. | 1 s |
Enter amounts cor to federal return. Round W nearest dollar. If no leave blank.

7 Waqes, salanes, tips, eic. Attach federal Form(s) W-2........................... e 7 ?
8a Taxable interest. Attach federal Schedule B if required. A\ s | 8
b Tax-exempt terest Do not Inciude an Ine 8a. 8 E- B:
$a Ordinary dividends. Attach federal Sd'uﬂo i [ | %
b Qualified dividonds.................ccococeven 5 B

nTmmm«Mdu income taxes................... 10 10
A1 AINONY FUONO, . ..o cvienstoas ssmscarninmaneecsiosh ankrasiozassn n "

g 12 Business Income or (l0ss). Attach federal Schedule C or CEZ[NAICS. ] 12 12
H 13 Capital gain or (loss). Attach federal Schedule D if required..... E 1y 13
O 14 Other gains or (losses). Attach federal Schedule 4797......... .1 14
S 154 RA distribution.......... 15a Taxable amount... 15b 150
16a Pensions and ties.. 16a Taxable amount... 16d 16b
17 Rental real estate. royaltes. parnérships. S. wmmu trust. Altach federdl Sch. E 17 17

18 Farm income or (loss). Attach federal Schedule F .. 3 PR L] 18
19 Unemployment 19 19
20a Social security benefits 20a JA: E ) Taxable amount... 200 200
21 Otherincome. List type and amount. 2 2
22 Add and enter amounts in the far right columns ines 7 thru 21 This is your total income. 22 2
23 Educator expenses.............. sy B n
24 Business expenses or resenvist. etc Anacn Schedule 2106 or 2106EZ 4 24

25 Health savings account deduction. Attach federal Form 8889, 25

@ 26 Moving expenses. Attach federal Form 3903... 26
E 27 One-half of seff-empioyment tax. Attach federal Schedule SE. 27
o 28 Self-employed SEP. SIMPLE. and qualified plans. n
£ 29 Self-employed health insurance deduction... 29
S 30 Penalty on early withdrawal of savings...... 30
e 31a Alimony paid. ... 31b. Recipient's SSN.[A: 3Ma
< i i n 2
3 ]

u u

% Domestic production activities deducuon Attach faderal Form 8903 35 35
; 36 Add lines 23 through 35 and enter resufthere.............. BIT— 36
g 37 Subtract line 36 from line 22 and enter result here... k24 7
37a Combine amaunts on line 37 columns A and B and enter resul here. Tnis Is yourloooral adjusted gross income. I7a

38 Enter Montana additions to federal AGI from Form 2A. Schedule I. line 17......... 38 38

39 Enter Montana subtractions from federal AGI from Form 2A. Schedule 1. line 34. 39 39

40 Acdlines 37 and 38 then subtract line 32 This is your Montana adjusted gross income._40 40

Items identical in both booklets

Items that were combined in 2004 booklet, expanded in 2005 booklet
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Individual Income Tax Forms

2004 Montana Individual Income Tax Return Form 2
or Fiscal nning 2004 and endin, 2005,

Federal

= T HEB ==—"F%
::‘-m‘“—- D D At Syl it Bz O:
Income 2 (== e

Round 1o neares! dollar
H N0 entry e blank

Attach copies of W-2(s) fom ol ststes 6 8.
Taxable inter eat income Amach Federai Schedule if over $1.500 7. 7.
Dividend ncome ... Anch Federsl Schedule If over $1.500 8 L
Net business income (oss) . ARtach Fecaral Scheci C or C-E2 & s
Captal gain (or loss) Attach Federal Schedue D 10 10
Suppiemental gmns (or losees) ..Atmch Federal Form 4787 11 ]
R-‘w—m—_n
Aftach Fedeni Scheduie E and Form 8582 and sl K-1's 12 12
Total IRA a B Twableamount 3 Attach all 13 138
Total pensions and annutes & ['& h‘nm«} 106Rs @& 1@
Social securty berefts  a| |'Se Twabie amount = 158
Net tarm income (Lose) -Azach Federai Scheduk F 18 18
Other income: State refund, akmony
oher (specity) 17 17.
Totd = 18 1

18 Total of Bne® 8 I 17 oo s e
ncome Educator

20 Federsl adjusied gross ncome e from bine 18)
Note: Lina 20 muust match incame

Interest and dwdends on state. courty, of municipal bonds (Non-Mortana)
Federal ncome tax refunda/overpmyment (see page 3, ine 22 on inetruchans )
Other adidifios. (see page 3. line 23 of netructions)

Specty

NN

24 Tomi adiitons 1o income (add Ines 21 Bvu 23) ...
25 Acdlines 20 and 24, enter resdl

Toul =>
=

ATTACH WITHHOLDING STATEMENTS HERE BELOW LINE 8

48 HKEYBR2BPHNN

Farm Rosk Management Accourt ...
Irterest exclusion kr ekdedy
Interest exchusion for savings bonda, ec. Specty.

Amach Form FRM

Exevpt pension & annuy ncome. (00! soc. secdmbilly) Atiach Worlaheet IV Page 13
Unemgioyment ...
Medical Cave Saings Account ..

Famy Ecucation Savings Account (ARch

Frat Time Home Buyers Accourt ...
mmmu\mm
Other reductions (see page 5 Ine 35 of instructions)
Spectly

. Atach Form MSA
beneficiary)

... Amch Fam FTB

Toll recuctions 1o incame (add Ines 26 tru 35) . *
Subtract ine 38 fom ine 28 Enter here and on Ine 38 F'PZ

YR FPHEB2ENNNN/INREN

3 ) 1@

ATTACH WITHHOLDING STATEMENTS HERE

2005 Montana Individual Income Tax Return Form 2
For the year Jan 1-Dec 31. 2005 ¢r he tax yearbeginning_______ 2008, ending 20 Montana
pmended Your first name and initial Last name Docqaud our sodal secunty runt«
Retum
Spouse s first name and initial Last name Deceased [Spcuse s social seaurity number
Home address (number and sreet) City State Zip+d
Fiing Status. 1 Singe | | ‘vaparate forms. e
(check only 2 Married fiing jaindy 3 wlwwuu—mmluw;m
0e box) 3a Niriad fiing separately on he seme form 4 Head of howsehokd
Residency Status (check only one box) Date of changs: State moved to:  State moved from.
5a Resident ful year Sb Norwesident full Resident pat-year
_ ‘Column A (Tor single. [Column B (for spouse
Exemptions Joint separate. or  fwhen fliing separately
| head of househaid) Jusing filing status 3a|
63| X [Yourself 65 or older. Blind........ Enter number checked 6a
6b| 650roder. ...| |Blind..... Enter number checked ] e
6c|_Dependent's first name Last name SSN Relationship | Disablity
I ] s
6d_If addiional dependents. see instructicns._Add lines 63 thry 6¢ and enter total exemplions here 1 16d ]

Enter amounts coresponding to your federal return.
7 Wages. salaries. tips, etc. Attach federal Form(s) W-2..............

Round o nearest dollar. If no entry, ieave blank.
T

g

justed Gross Income

2

Items that were combined in 2004 booklet, expanded in 2005 booklet

8a Taxable interest. Attach federal Schedule B f required : 8a = s
b Tax-exempt nterest. Do nat include on ine 82. 8b [A: E:
9a Ordinary dividends. Attach federal Schedule ﬂrggrad = R ™) 1 %
b Qualified dividends. o B

10 Taxable refunds. credits. or offsats of state and Iocal income taxes. 10 10

11 Alimony received... : 1 1

12 Busin#ss Income or (oss). Allau IN«al Smecule C o C-EZENCS — J12 12
13 Capital gain or {loss). Attach federal Schedule D if required.. s 43 13
14 Other gains or (losses). Attach federal Schedule 4797....... .14 14
£ 15a IRA distribution. .. Msafk_ B ]Taxableamount  1sn 150
16a Pensions and annuities.. 16a - 0 B |Taxableamount.. 16d 160
17 Rental real estate. royallies patnerships. S. coporaticas. trust. Atach federal Sch. E 17 17
18 Farm income or {loss). Attach federal Schedule F......... . 18 18
19 Unemployment compensation .19 19
20a Social securty benefits  20a CD Taxable amount... 200 20

21 Ctherincome. List type and amount. 21 n
22 Add and enter amounts In the far right oalumns ines 7 thru 21. This is total Income. 22 2
5 m 2 23

Business i 24

25

26

7

]

2

30

a 31a

32 32

n 1

7] 7

production activities : 35 35
smmz:munssmmmnm 36 3%

g 37 Subtract line 36 from line 22 and enter resull here. a7 37
37a Combine amaunts an line 37 columns A and B and enter rasult here. This Is your federal adjusted gross income. 37a
38 Enter Montana addtions to federal AGI from Form 2A. Schedule |, line 17 3 3
39 Enter Montana subtractions from federal AGI from Form 2A. Schedule Il. line 34. 39 39
40 Add Iines 37 and 35 _than sublract line 39 This s your Montana adjusted gross income. 40 40 |

1N
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2004 Montana Individual Income Tax Return Form 2 04 Form 2A. Page 12005 Social Security Number:
or Fiscal year beginning 2004 and endin, 2005
r—— Foat N 6 Wsam s Toos) Securty No A ded Retumn R } Round t2 he nearest
al (Use this reconciliation anly when you are completing an amended retumn.) doller
[Somest 1 TP Nome 2 Vade mkal O
Check this box if you are filing this amended return to carry back a net operating loss B
Moty =L Sate To vode T
Adoess 1 Enter your amended liability (line 68) or your amended refund (line 74) here............ 1 ]
o T T —————Y T ".:‘:.":.... 2 Enter your total 2005 refund previously received here.............................. 2
L I‘D I’El L b=y ]n ID SRRy 3 Enter your total 2005 payments previously made which are not included in Ilne 63 here. 3
A —ITDMM I:Dr‘v- I;Dmv.. e esisne Wil cano i i 4 Add lines 1 and 2, and then subtract line 3. This is your ded return
H H Exemptions Commn A (0 Snge cr—'_ e~y |__or overpayment. " . . o 4
Ad d itions = g om ey e T Doscribe your amended adjustments hers. AGd sdMIons! pages i necessary.
y soehe & 1 Y o P .
R = | P = g o H: O:
1 "Desevvly [Dasansenrs  u Name Remtonang
P o 3 Ompansests O- O-
Round to ncarcst daollar
A no entry leave blank
Attach copies of W-2(s) fom all states. a L}
S— ... Atach Federal Schedule if over $1,500 7 7.
Dividend income Attach Faderal Schedule if over $1 500 a ..
9. Net business income (loss) - Attach Federal Schedule C or C-EZ a ]
10. Captal gain (or loas) ... Aftach Federal Schedue D 10 10
11. Supplemertal gains (or losses) ... .. - Atmch Federal Form 4787 11 "
12 Rents, royalies. partnerships. estates, trusts, etc.
Attach Fedend Schedule E and Fom !%“IKA‘Q = 12. 12
13. Total IRA 3 Tmable amount Attach il 130 130 . o = P >
14, T_m.ﬂm. I ['® Twable amount 1 1& umn for singe. clumn Or Spouse
15, Social securty benefts  a j ' . Twable amount e 18 :; Schedule I: Montana Additions to Federal Adjusted Gross income joint_separate. or [ when fling separately|
16 Net farm income (Loee) ... ... ciere s ene e AEMCN Federal Schedule F - 16 18 head of household) | using filing status 2a;
17. Other income: State refund aimony 1 Enter interest and mutual fund dividends from other states’ state. ooumy
other (specify) 17. 17 or municipal bonds. . 1 1
18 Totaiof ines S thru 17 . = PP s Totsd = 18 18
16, Adymmen 1o ncome Ecueme Exparss_ Resariuin 4 A — 2 Enter didends nctincded infederal acsted 0S8 INCOMe...... 3 2
Sudent ban interest Tulion and fees 172 SE T
E HBA Moving Experss, SE Heath____ SE.SEP.SMPLE_ ® 16 4 Enter other mmdmmmmmmmm B .
Eaty penaly Almony paid Other. L I l Montana taxable income. p s
20.Federal adjusted gross ncome (subtract line 19 rmnm-m = 2 20
§ Note: Line 20 rmust match federal l_l. - &
; 21. intereat and dividends on state, county, or municipal bonda (Non-Montana) .. .o 21 b 6b.
! 22 Federal ncome tax refunde/overpmyment (see page 3. Ine 22 on Inwructions ) ... 22 2 6c 6c
g 23 Other additons, (see page 3, line 23 of Instructions) & 6d
£ Speclty a . Ge 6e
E 24 TN addtonsto ncome (addines 21 U 23) .. Totl => 24 24 7
5 25 Add lines 20 and 24, enter resul . . = = =_) 7 1
1] 28 Farm Risk Management ACCOUNt ................occcoeocioivicce e iiccvc e AlBCH Form FRM 28, 26 9 9
27 iresrest exchusion for eldedy z 27. .. 10 10
28 irserest exchmion for savings bonds, dc. Specty = 28 11 1
20. BEmrpt pension & amnully Income, (N0 S0C. Sec ASeabilty) Amach Worlahoet IV, Page 13 28, 28
30. Unemgloyment ........... . . X 30 12 12
31, Medical Care Savings Accourt .. . - Attach Form MSA 31 2 13
§ 2 Family Education Savings Account (Amach y rumberts) 2 32 14
E 33 First Time Home Buyers Account - Amch Fam FTB 3 33 15
34 Healih care professional oan paymert exchusion 34 34 16 Enter other additions. Specify: 16{ 16
3. Ochar recictions (see page 5. Ine 35 of inatructions) 17 Add lines 1 through 16. Enter total here and on Form 2, line 38. These l
Specly » i are your total Montana additions to federal adjusted gross income .. 17 17
¥ Bul edcton ©© incane (add Ines 26 thry 35) Total => B 38
37__Subtract ine 38 from ine 25 _Erter here and on ine 38 page 2. 37 37 J 1%

Items are identical in 2004 and 2005 booklet Items combined in 2004 booklet, expanded in 2005 booklet 5




Individual Income Tax Forms

2004 Montana Individual Income Tax Return Form 2 04
— or Facel 2008 and enck g 2085 Form 2A. Page 2 2005__ Social Security Number:
Tt Schedule ll: Montana Subtractions from Federal Adjusted Gross Income
— 1 Enter exempt interest and dividends from federal bonds. notes, and
Aolect St 1
% Seon g v Maied a0t b vy Mareg g b o Mrted By e S 2 Enter exempt tribal income. 2 2
i L] I DF‘ I’D"‘ ID SRR SR 3 Enter exempt unemployment compensation.. 3 3
== |o= |oOs= |O== e 4 Enter exempt workers Comperation benees..... % _ 4
s el R er exempt capital gains from smal n . 5
e & oo sro 5 Yy
) I B E = Proem csm-mmmm-uinuamramz S L O 6 6
. ! Yaner (S : 7 Ent i’ ecrlk that did not red
Reductions |:=— = i H | o ekl ! 7 7
| E—rres P 8 Enter exempt military salary of residents on active duty.. 8 8
Ber somme 5 (m B 9 Enter income of t mi i ]
10
11 Enter partial pension and annuity income exemption. Report Tier 11
Railroad Retirement on line 23 below 1
12 Enter partial interest exemption from taxpayers 65 and older.. 12
e - MiEh copies of W-2(6) om afl states. 6. e 13 Enter partial disability income Xpay
7. Texatie iterest ncome . <eei-..... Alach Fedaral Schede f over 1,500 7. 7 age 65... 13
Rl o R P e S o . 14 Enter exemption for certain taxed tips and gratuities. ... 14
Bl o e e 10 |  15Enter exemption for certain incame of child taxed to parent... 15
PRl 1. Scoriemants gunm (criosses) ... .AmchFedscs Form 4797 18 P 16 Enter exemption for certain health insurance premiums taxed to
;C 2 Rents. rovalies. pertershos. eddes. sl etc. g 16
§ Attach Fedaral Schedub E and Form 8582 and &l K-1' i 12 12
B 13 Tom al = Atachal 13 ™. 17
FAN 1. Toui paneans and amveses &, T om...,....} tosRe B e |  18Enter exempt medical ings account deposits and eamings. 18 18
EBN 15, Socai securtybenefm 2 1 Sb. Tembie amount = [EY 19 Enter exemptﬁrsnmemmyer savings account deposits and
2R 16 Net farm ncome (Lose) ... . ... _AtachFederal SchadueF 16 16 SBITINGY. it siirvens s vsshsmataovns s o s s s aws s N ey e s s v smae 19 19
U 17 Omer income: Smte refund almony 20 Enter exempt family education savings account deposits and earnings. 20 20
E R cthar (spaciy) = :: :Z 21 Enter exempt farm and ranch risk manag account dep 21 21
BRI 15, sqssnics io Income. Edmuior Baparns . Rasirdie, wo, iRA 22 Enter subtraction to federal taxable social security/Tier | Railroad
L it e R ol g fese, 286 . Retirement reported on Formn 2, line 20b... 22 22
; HSA, MowngExpaness, SE Heath, SE.SEPSMPLE 10 - 23 Enter subtraction for federal taxable Tier I Railroad Retirement benefits
5 Earty wihdrowal pnaly_____Akmony paid______Ofher [ [ ] reported on FOM 2, iNe 16b............oooiimin i i e e 23 23
s 20 Federal aduated grous mcome (umunnn fromune18) . .. .. = 20 0 mmmﬁmmmwmm
ﬂ Note: Line 20 sust match tederal income 24a Enter passive loss caryover 24a| 244
s B e e e 2 ;: Eic:::ndhumm ;‘4: 45::
2. Fedaral ncome W refunda.overpeyment (i 3, e 22 on nstnuxctions ) .. 22 2 ! e B
H n m-m(mma_mnd-::u-) - 25 Enter subtraction of sole prop for of to
z Spaaty 2 P s S 25
ﬁ 24 Tomi addtions 1o ncome (add ines 21 thru 23) .. SE— T ) 24
& 25 A nes 208N 24, OO0 R . oo > 25 25 ) . 28 26
5 — .. 27 27
26 Farm Rk Managenent Accourt . ARach FormFRM 28, 26\
g 27. irtarest aclison for eidery = 2 ol xn 28 28
3 o . ,“"","'""', o Sty e : 2 28 ks el 1 aukes o i Bt 2 29
; z2 P fmne SR 2 30 Enter subtraction for larger federal estate and trust taxal 30 30
= K n n 31Enter for wage deducti byladualmated}obs
3 s E3 = 2 credit...... o O T 31
g E xn E ] ] 32 Enter subtraction for certain gaihs i ‘Iry" idatin tion.... 32 32
£y El e 33 Enter other subtractions. Specify: 3 33
= » = 34 Add lines 1 through 33, enter total here and on Form 2, line 39.These are
» — 3. » your total Montana subtractions from federal adjusted gross income._34 34
37, Suttract ine 36 fom ine 25 Eu-rv-umunnwz R AL

Items are identical in 2004 Items combined in 2004 booklet, expanded in 2005 booklet
and 2005 booklet
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Questions? Plsase call (406) 444-8900 or TDO (406) 444-2830 Fomn 2A. Page 5 - 2005 Social Security Number:
Calumn A {fer single, [Column B {for spause.
Pageld 2004 FORM 2A MONTANA 1 : Joint. separate. o | when fling separately
Schedule V: Montana Tax Credits head df househald) | using Mg status 38,
Schedule Il - Credits Against Tax i Courrn 8 o = ) —
(Sae instructions on pages 8 and 9) e A o || - Nonrefundable credits that are single-year credits and HAVE NO camyover
06 Rural A e — S— 1 Enter your credit for an income tax liability paid to another state or country from
physicias 96, 06
97 Coliege on credit .. AtschFermCC 97 o7 Form 2A, Schedules V1. line 10 or VIL. line 10. Attach Form 2A, Schedules V1 and
88 Quaified endowment cred® ..................................... Altach Fi E: o8, o8 Vil 1
;. Eldaieare erectt e 0. piy to your income tax return.... 1
100 mhlonnenm-vuhlullyp-’v‘umnﬂmumumwy B s 2 Enter college contribution uednandanach FormCC......... s 2 2
Credits 101. Cantractors mu:edu-mwl “ARBON Nat of creans 101, :g; 3 Enter qualified endowment credit and attach Form QEC..... = 3 3
O AT RE(S SO QY By SRR - e - 4 Enter energy conservation installation cradit and attach Form ENRG-C. .. 4 4
B S e Ve 5 $ Enter atemaive fuel credit and atiach Form AFCR . s 5
i 1% 6 Enter rural physician's credit.....................c........ A 6
jioz. T Enter health insurance for uninsured Montanans credit and attach Form HI o 7
oo, 8 Enter eldery care credit and attach Fom ECC.............. 2 1§ 8
. . i e i e, 9 Enter developmental disabilty account contrbution credit .9 9
112 Total Credits - Enter here and on Form 2, ne 46...... ... 112 12 10 Enter recycle credit and attach FomRCYL...................... .. 10 10
Schedule Il - N ident/Part Year Resid Identification of M S #
(See nstructions page 10) . 12
Nermrt ey e e, o ot o S e 10 e o nrvaundai ingyar . - - e 13 s
L AL U A T s ot taaas | ' a3 Nonrefundable crecits that HAVE a carryover provision
113 Wages, salares. 1ps, € ..o 113 13 14 Enter the amount of your 2005 contractor's gross receipts tax credt.................... 14 14
114, INtOreSt INCOME ... _.....oiomioiioi cosirsens | 194 114 15 Enter geothermal systems credit and attach Form ENRG-A. .15 15
e Fong e R e 16 Enter altemative energy systems credit and attach Fom ENRG-B w0 16
e o (r I s il e 17 Enter altemative enerqy production credit and attach Form AEPC 7 17
116, Rents. royaites, partnerships. ; 19, 119 18 Enter dependent care assistance credit and attach Form DCAC...... .18 18
7 serialosbusgpn! :é':°:m'5$' s (el 2o 19 Enter historic property preservation credit and attach federal Form 3468............. 19 19
122. Net farm income (or loss)... h22 Enter Montana capital company credit 20 2
:g mmﬂ:ﬁ&"ﬁ:ﬂf’.ﬁ: lines 113 thraugh 123) :gi Enter infrastructure user’s fee credit. 2 A
22 Enter empowemment zone credit e 2 2
Schedule [V - N ident/Part Year Resi A e sonme oy e &wmmmmmmmmcu Lo B 2
Prorated Tax Computation .‘,"E‘;,‘.'i.i"...,"; b '7?-':3' s o | %4
125. Montana source total income from line 124 above ... 128 128,
126. Enter Vulcal lncw- from ine 18, plus smount of line 24, Fon'n 2
127. Divde smo: nl on un‘:"l‘:’es.b; amoul l::ln- 126 SENRE) 12E. 2 2% 2 h F 2 50. Th .
5 e Add line 14 through 25 and anter result here and on Form 2. line 50. These are
T, T o e Kl 43, Fo 2 O e o8 e your total nonrefundable camyover credits........................ooooii 2% 2%
129. Caiculste tax on amount on line 115u-rv~|&-onFarm2 page2 120 n29 E
130. Pant year resident and nonresdent tax - muliply amourt on ine 120 by Refundable
percert on ine 127 and enter resut here and on ine 43, Form 2. This 27 Enter your homeawnerirenter credit and attach Fom 2EC...................... 27] n
= the amount of your prorated ax . 130 n3ao 7%
When you file your Montana inco; electronically you represent that you have retained all 2
documents mn-mmmmnuul a copy to the department upon request.
30 Add lines 27 through 23 and enter result here and on Fam 2, line 61. These are
your total refundable credits... 30

Items are identical in 2004 and 2005 booklet | Items combined in 2004 booklet, expanded in 2005
booklet
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Back of
Form

Individual Income Tax Forms

orm 2 Page2-2004  Socis Secutyhumber i 1 i oy, ||| izl W
Preiniiy [ tedgrivi A
erecan:
Montans adpmted groas income (From (08 37) . .......... oo » »
Dadhuctons Chack enly ane
() Sanmradeduction [ (A [ T ]
(8) hemized deasctors. [] (B ™~
Subtract line 30 from 38 and entw balance. .. v - :OJ I I «
Aifiers nphr
Mustiply $1,840 bmes Ihe number of exrptons on ne S ’ @ T ] «
Taxable income. Subtract ine 41 Fom ine 40 e > ] | Ly,
@ Nonresidents and Pant-Year Residents campiete and aftach Schedudes 1§ and N Form 2A, before proceeding
Ly wetd FomA 1 -
- “
— -
12 Schetde i al «
! = a] <
nt, soe page B (apecity). -
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= Individual Income Tax Forms

=
~

Montana rtment of

REVENUE

Form 2A Page 7 - 2005  Social Security Number:

Complete Schedule VIl only if you and/or your spouse were required to complete for federal income tax
purposes any of the federal forms described below. Check the appropriate box indicating which form(s)
were required to be filed with your federal income tax return. If your answer is “yes” to one or more of
these forms, you will need to attach a complete copy of your federal income tax return Form 1040.

1 | am required to file federal Form 8264 — Application for Registration of a Tax Shelter
with the Internal Revenue Service.

Form 8264 is required to be filed to register a tax shelter. Upon filing Form 8264, you receive a
tax shelter registration number from the Internal Revenue Service. This tax shelter number is
provided to investors in the tax sheiter.

2 | am required to file federal Form 8271 - Investor Reporting of Tax Shelter Registration
Number with the Internal Revenue Service.
Form 8271 is used to report the tax sheiter registration number that the Internal Revenue
Service assigns to certain tax sheiters required to be registered under 26 USC 6111 and to
report the name and identifying number of the tax shelter.

3 |am required to file federal Form 8824 - Like-Kind Exchanges with the Internal
Revenue Service.
NOTE: Check “yes” if your like-kind exchange includes Montana property. Non-
residents do not have to report a like-kind exchange if the properties involved do not
include Montana property.

Form 8824 is used to report each exchange of business or investment property for property of a
like kind

4 | am required to file federal Form 8865 — Return of U.S. Persons With Respect to
Certain Foreign Partnerships with the Internal Revenue Service.

Form 8865 is used to report the information required under 26 USC 6038 (reporting with respect
to controlled foreign partnerships), section 6038B (reporting of transfers to foreign partnerships),
or section 6046A (reporting of acquisitions, dispositions, and changes in foreign partnership

5 |am required to file federal Form 8886 — Reportable Transaction Disclosure Statement
with the Internal Revenue Service.

Form 8886 is used to disclose information for each reportable transaction in which you
participated.

6 | am required to file federal Form 13586 — Additional Information and Documentation
for Announcement 2004-46, Settlement Initiative — 60-Day Response with the Internal
Revenue Service.

Form 13586 is required for each year you derive a benefit from a Notice 2000-44 (or
substantially similar) transaction.

7 | am required to file federal Form 13656 - Notice of Election by Executive and Related
Person to Participate in Announcement 2005-19 Settlement Initiative with the Internal
Revenue Service.

Form 13656 is an election to participate in the settiement initiative as described in
Announcement 2005-19 and as contained in Internal Revenue Bulletin 2005-11 dated March 14,




% IRIS Status Update

REVENUE

L On time, on budget and it works
O IRIS will cost less than POINTS, but will handle more taxes
L Accurate; timely service to taxpayers

L Better tools for compliance
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IRIS Status Update

Montana Department of

REVENUE
1/3106 - 12/31/06
IRIS Phase Il
_ 0% Complete
r£|9éo;hZ:Zoﬁ Estimated Cost $8,238,408
AL
8/8/03 - 8/30/04 ~ 78% Complete 4 \
IRIS Phase | Estimated Cost $ 8,390,000
100 % Completed A \
Cost $ 11 ,003,095 ( Corp Tax Ind Income Tax
A AN
( I ) 7 -
1113 H Liquor & Water Adjud - 40+ Tax Types

- Shut Down POINTS

- Possible coop with DOJ +$1
8/30 million

COGS

Rental Vehicle
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A IRIS Monthly Notices to

A 4 .
i Delinquent Taxpayers

O Montana joins the rest of the world in November in sending
monthly bills

d 19,000 taxpayers affected, owing $40 million

O Many taxpayers will be surprised...

numbers will not be familiar due to lapse of time since the last
bill, and penalty and interest will be updated

O Information comes from old systems...
all accounts manually reviewed, but issues could remain

0 Taxpayers should call (406) 444-9600 with questions, or to
resolve outstanding liabilities |
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= Compliance Studies

REVENUE

0 IRS study estimated tax gap on preliminary basis to be:
income tax $243 billion, all taxes $353 billion

U In 1995, Montana Department of Revenue estimated
compliance gap at $100 million annually

d New Montana estimate to be made in 2006
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= Income Tax Audit Collections
<~
REVENUE
% of Total

Tax Type FY2003 FY2004 FY2005 CoIIections*
Individual Income Tax $23,451,285 $29,868,463 $39,111,787 5.60%
Corporate Income Tax $8,077,761 $”14,212,819 $1 1,125,147 11.50%
Total $31,529,046 $44,081,282  $50,236,934 | 6.40%

* FY2005 Audit Collections as a percent of Total FY 2005 Collections

14




% lllegal Tax Shelters

REVENUE

0 KPMG entered deferred prosecution agreement with federal
prosecutors for sale of illegal tax shelters

d Eight former KPMG partners indicted
...more indictments expected

Q Ernst & Young under criminal investigation

O Prosecutors also investigating banks and law firms
...one banking official confessed

O IRS correcting only 18% of cases
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% lllegal Tax Shelter Cases

REVENUE

 Montana is pursuing 115 active illegal tax shelter cases
* 83 out of state corporations - 25 is normal Montana corporate
audit case load
* 32 individuals (21 are nonresidents)

1 60 new cases are under evaluation

(1 64 letters to corporations that illegally sheltered $28.5 billion in
federal taxable income
* 11 resolved the issue with Montana amended returns or other

information
* 29 are working with the IRS — asked Montana to delay action
* 2 requested more time
* 22 are not responding or cooperating

16




lllegal Tax Shelter Cases

O Current cases are the easier “tip of the iceberg” cases involving

taxpayers that have agreed with other tax authorities that abusive
activity occurred

O Larger challenge: discovering cases of taxpayers that have not
disclosed activity to other authorities

O Mass marketing of shelters swamps normal enforcement work...
and most illegal shelters are designed to avoid audit detection

0 Mandatory disclosure to state desirable...

especially since IRS does not share most non-resident and out of
state corporation information with state

17
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=3 Nonresident Sales of Property

REVENUE

Q 73% of nonresidents fail to file returns for gain on sale of
Montana property. Only 3% of Montana residents fail to file
returns. |

O For tax year 2003, we have identified 1,400 sales of Montana
property where the seller was a nonresident for whom no
income tax return could be found.

O Contacts will be made with non filing sellers.

0 The total associated value (sales price) for these sales is
$222 million.

0 On average, it costs 25 times as much to collect from a
nonresident as it does a resident.

0 Withholding at the time of the sale remains the best option to
ensure collection.
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% State Employee Cross Match

REVENUE

State Employee Non-Filer Update, as of 9/29/05

Status of the 413 Original Letters Sent:

Refunds 119
Tax due 53
Filed under different SSN 5
Not at address/no forward 24
Deployed w/military 3
Taxpayer deceased 3
Total closed 207

Follow up action required 206




% - Employee Embezzlement

REVENUE

Q

U

Case uncovered due to excellent investigative work by two department
employees

$96,637 involved, full recovery expected, plus penalty, interest and
reimbursement for administrative costs

Criminal penalties will also apply
...charges filed against employee and four other citizens

Legacy systems [POINTS & IT4] and previous internal control
procedures, dating back several years, were contributing factors

IRIS has stronger security and fraud detection
...department is substantially strengthening internal controls
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% Wine Ruling

Montana

REVENUE

Direct Shipment of Wine — U.S. Supreme Court Decision

The case before the court involved the direct shipment of wine to
consumers within a state. The court ruled as follows:

0O States have broad power under the 21st amendment to regulate the
sale of alcohol within their borders

O However, states may not use this broad power to discriminate
against out-of-state interests in favor of in-state interests.

21




Out of State Liquor
Licensing Ownershi

Non-resident Ownership of Retail Alcoholic Beverage Licenses

O The Montana First Judicial District Court ruled the requirement to be a
resident of Montana to own either an on-premises all-beverages or on-
premises beer license was an unconstitutional violation of the U.S.
Commerce Clause. |

O The U.S. Supreme Court’s ruling regarding the direct shipment of wine
bolstered the District Court’s decision. In their decision, the U.S. Supreme
Court said states couldn’t discriminate against out-of-state interests in
regulating the sale of alcohol within their borders.

O To-date the Department has had only a few license applications from non-
residents.
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% Tobacco and Alcohol Tax Agreement

Montana D

REVENUE

Blackfeet Tobacco and Alcohol Revenue Sharing Agreement

U Long-term tobacco agreements are vital to the state for equitable
cigarette tax compliance

0 Effective July 29, 2005 the Blackfeet Nation and the State of Montana
entered into new tobacco and alcohol revenue sharing agreements

 The agreements replace 1995 revenue sharing agreements
U Major changes under the new agreements are as follows:

* The tribe receives tobacco tax revenue based upon the most current
state tobacco tax rates

* The tribe receives alcohol taxes based upon the current quarter
collections

* The term of the agreement was extended from 5-year terms to
essentially 10-year terms

* 30 day revocation for cause, 5 years revocation without cause, and
waiver of sovereign immunity
23




