THE ALTERNATIVE MINIMUM TAX (AMT)

What is the AMT?

The AMT is a parallel tax to the regular income tax. Congress created the tax in 1969, as a response to approximately 200 wealthy individuals who were avoiding their tax liability – and in some cases, getting a refund.

History and How Minnesota’s Alternative Minimum Tax is Structured:

In Minnesota, the AMT has been around since the 1970s. Minnesota's AMT was fashioned like the federal AMT, but with some significant differences. Both taxes follow the model of requiring taxpayers to compute a tentative tax liability under a second tax structure. This second tax structure, the AMT, has a broader tax base and lower rate(s) than the regular tax. If this tentative tax is higher than the taxpayer's regular tax liability, the taxpayer pays the greater of the two.

The problem in MN, simply put, is this:

· MN AMT allows zero home mortgage interest

· MN AMT does not allow full deductions for charitable contributions

· The exemption amounts in MN have never been indexed for inflation

Why should you care?

· Because more and more middle income taxpayers (unintended taxpayers) are being hit by this mass tax trap

· The current tax policy is “bad tax policy.”  It creates an inequitable system.  It is creating a system of less compliance.

· Because barring no change, the problem goes from bad to worse (see projections below)

	AMT Projections:

1995
-
5,300 people paid AMT totaling $18.42 million

2001
-
30,000 people paid AMT totaling $33.0 million

2007
-
125,000 will pay AMT totaling $102.3 million




SOLUTIONS:

· Increase the exemption amounts (phase these in) and index them for inflation (something that has never been done)

· Carve out the mortgage interest pressure point and allow a certain percentage as a deduction

· Eliminate the restrictions on charitable contributions, allowing full charitable deductions

We need your help!  CONTACT YOUR LEGISLATORS
Prepared letter attached in Word format to place on your letterhead.  Forward

an email to let us know you wrote your representatives on this issue:  office@fpamn.org






