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The Alternative Minimum Tax: Will it affect you? 
 

In your tax planning, don’t overlook how your tax-saving strategies might be affected by the alternative 
minimum tax. 
 
What is the alternative minimum tax? 
 
Enacted back in 1969, the alternative minimum tax (AMT) was designed to make sure that high-income 
taxpayers pay a minimum amount of taxes, even if they have sufficient deductions and credits to reduce their 
federal income tax liability to zero. 
 
The AMT is like a flat tax.  You get a lower tax rate in exchange for losing most deductions. 
 
To calculate the AMT, start with regular taxable income (adjusted gross income), which includes all your 
familiar deductions and exemptions.  Then make certain adjustments and add back certain “preferences” to 
arrive at your AMT amount.  Preferences include personal exemptions, state and local taxes, certain interest 
on home-equity loans, miscellaneous itemized deductions, and incentive stock options to name a few. 
 
After adding back the preferences, you’re entitled to an exemption amount, though the exemption phases out 
at higher-income levels.  A married couple filing jointly calculates their AMT by applying a tax rate of 26 
percent to the first $191,500 of AMT taxable amount and 28 percent to any additional amounts.  Finally, you 
compare your AMT to your regular tax and pay whichever is greater. 
 
Who is affected by the AMT?  
 
Congress created the AMT to ensure that wealthier taxpayers, who often have the kinds of income and 
deductions that qualify for preferential tax treatment, would pay at least a minimum amount of tax.  Congress 
also wrote exemptions into the law so that middle-income taxpayers wouldn’t be subject to the AMT. 
 
Will the AMT affect you? 
 
Do you need to concern yourself with the AMT?  With the increased exemption amounts, generally, you won’t 
be subject to AMT unless you exercised incentive stock options.  Claiming certain tax credits might trigger 
the AMT as well.  And if you are an owner of a rental real estate or capital intensive business, you need to be 
aware that the amount of depreciation allowed under the AMT is limited.   
 
Don’t let the AMT cause your tax planning strategies to backfire.  To find out whether you might be affected 
by the AMT, contact our office.  


