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Time to bone up on

AP — You might not think of your-
sclf as wealthy but you may {ind your-
sell subject for the first time to what
used to be thought of as a rich man's
tax — the “alternative minimum tax.”"

The tax, which has gone through
various changes since it was enncted
in 1969, is aimed at ensuring that high-
er-income people pay some federal in.
come tnx regardless of how many de-
ductions and credits they legitimately
claim. In its latest version, the tax has
been tightened considerably and ap-
plied to more individuals than ever be-
fore.

You pay the alternative minimum
tax, which is at a flat rate of 21 per-
cent, only if it is larger than what you
would owe by calculating your taxes
the usual way.

You mny be rcquircd to make the

ion if, in filling
out your tezular tox return, you use
any of 14 tax preferences. These in-
clude accelerated depreciation on real
estate or other assets, incentive stock
options, depletion or intangible drilling
costs from oil and gas ventures, loases
from Investments in which you play
only a passive role, or losses from tax.
shelter investments in farming.
YOU SHOULD MAKE the mini-

‘alternative minimum tax’

. mum-tax computation if any of those

preferences you claim and your adjuat.
ed gross income together add to more
than $40,000 if you are married and
filing a joint return, $30,000 if you are
single, or $20,000 if you are married

and filing a separate return,
Those figures are the exemption
s for mini tax purposes

and they decline gradually as i
rises. There {a no exemption once in-
come exceeds $310,000 for couples,
$232,500 for singles and $155,000 for
married people who file saeparately.

The normal standard deduction Is
not allowed in calculating minimum
tax, nor are itemized deductions for
state and local taxes, certain interest
and most miscellansous expenses,

The minimum-tax lability is com-
puted by adding adjusted gross in.
come, the selected tax preferences, the
standard deduction and the forbidden
{temized deductions, subtracting the
minimum-tax exemption and multiply-
ing what's left by 21 percent.

The only credit allowed is the for-
elgn tax credit, and it can wipe out no
more than 90 percent of minimum-tax
lability.

IRS Publication 909 provides details
about the tax.

Mortgage points
may not be deductible

AP — You can’t blame this on the
1986 tax overhaul, but those peoints
you poid on your mortgage last year
may not be fully deductible on the tax
return you are about to file.

The IRS, interpreting a 1975 law,
ruled in 1986 that loan-origination fees
and other points charged solely for the
use of money and not paid out of the
proceeds of the loan must be deducted
over the life af the mortgage.

There is a big exception to the gen.

eral rule. The IRS will allow the deduc-
tion of points in the year they were
paid if the loan backed by a mortgage
on your principal home was used to
buy or improve the home and if the
points were in line with what is gener-

ally charged in your area,
But that exceptlon will not help
s who ¢ their

mortgages last year just to get a lower
interest rate.

‘Two examples of how it works:

—-- Last year you borrowed $100,000

for 30 years to pay off the existing
mortgage on your home and were
charged 3.6 points, or $3,600. The lend.
er did not aubtract the points from the
proceeds of the loan, but you paid
them out of savings. Because the pro.
ceeds were used solely to pay off the
old mortgage, the points must be de-
ducted over the life of the loan — $120
a year,

— You borrowed $100,000 under the
same terms but used $80,000 of the
money to pay off your old mortgage
and the other $20,000 for home im-
provements. You may deduct 20 per-
cent of the points — $720 on your 1987
return and write off the remainder
over the life of the loan at a rate of $8
per month,

The IRS interpretation ia not the
Inst word on this issue because it is

subject to challenge in court. If you .

claim a points deduction that runs
contrary to the rule, you eventually
might have to back down or go to
court to argue your case.

Travel deductions are more controlled

AP — Travel is still broadening, but
Tess deductible than before.

The new law denles a tax deduction
for travel as an education expense
when the education is supposed to be

milinrity with the Spanish language
ond culture cannot deduct such ex-

- penses.”

Another tax-overhaul provision
disallows deduction of travel and other
for attending a convention or

the travel itsell. For example, uccord-
ing to the IRS, “a professor of Spanish

touring Spain to maintain general fa--

seminar unless the sesslon hoa a direct
relation to the taxpayer's business or

“trade.

are invested

in the
Credit
Union.’

A good choice? You be the judge.

With investments, you're looking for the best balance of eam-
ings and risk, right? And you look at the integrity of the institution.

Livingston-Qakland Counties Federal Credit Union has had
remarkably strong *'bottom line" performance for years. On top
of that, each member account is insured by the NCUA up to
$100,000. As a matter of fact, the NCUA Is the strongest fund in
the nation insuring consumer savings. There's your low risk.

Our members consistently.enjoy competitive returns on all of
our savings programs. The best rates are pald on 3, 6 and 12
month Certificates of Deposit and Individual Retirement Ac-
counts. There's your high earnings.

PLUS, as a member, there are many other convenient, valuable
financial services to use and friendly, intelligent people to help
you. A good choice? Nearly 8,000 members think so already.
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