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Memorandum
To:
Clients, Associates & Friends of Pro@ctive CPA

From:
Mark Wyssbrod, Managing Member

Date:
January 8, 2012
Re:
Alternative Minimum Tax Surprise
The year began with a good surprise in a positive December employment report.  However, the big surprise of 2012 might be the AMT Saga (Alternative Minimum Tax).   Congress members promised not to increase taxes, however, they never promised to let certain benefit lapse.  The information below is general information.  Please call us to discuss how to apply the information to your specific situation at (770) 664-8583.

In the past seven years or so, Congress has discussed adjusting the Alternative Minimum Tax (AMT) by increasing the exemption amount.  During 2010 Congress let the AMT exemption amount lapse to its pre-Bush levels.  In December 2010 Congress and the President found a compromise and increase the exemption amount saving many taxpayers from a shocking tax bill due on April 15th.  The compromise extended the AMT exemption amount for both 2010 and 2011.

2012 was not included in the compromise and the result could be a significant increase in total taxes for certain taxpayers.  There is uncertainty in this political climate of any compromise during 2012 so the best course of action is to play defense and prepare for the worst.
AMT Items to be aware of:

· If you were in AMT during 2010 or 2011 you will more than likely be in AMT during 2012
· If your income is between $125,000 and $400,000 and you use Itemized Deductions (i.e. mortgage interest and real estate taxes) you are at risk during 2012 for the AMT tax increase
· The AMT exemption increase in 2009 was $70,950; in 2010 was $72,450  in 2011 will be $74,450

· In 2012 the current rate is will be $45,000 (married filing jointly); a difference of $29,450
· The AMT tax rate is 26% and 28%

· $29,450 x 26% = $7,657
· Taxpayer’s in AMT may have an increase in tax of $7,657

· Common items which trigger AMT

· State, city and local taxes

· Ad valorem taxes

· Real estate taxes

· State income taxes

· State sales tax

· Mortgage Interest

· Mortgage interest not used for the purchase or upkeep of your primary residence

· Mortgage on second homes and lines of credit which were not used for home purchase or improvements is added to the AMT calculation

You cannot prepare for this soon enough.  Please contact us to complete your 2012 year-end tax planning as soon as possible in order to plan for this event instead of react to it.

If you would not to find out if you are in AMT and possible solutions, please contact us immediately at (770) 664-8583.
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