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P, a US. citizen, resided in Germany and the
United Kingdomduring his 1995 tax year. He paid
resident income tax to the foreign countries in an
anount exceeding his reported U S. incone tax
l[tability. P clained a foreign tax credit that reduced
his U S income tax to zero. P did not conpute or
report liability for the alternative mninmumtax (AM)

under sec. 55, I.R C., or the foreign tax credit
[imtations under sec. 59, .R C P clained that the
sec. 59, I.RC., limt on foreign tax credits violated

the doubl e taxation prohibitions of the U S. incone tax
treaties with Germany and the United Ki ngdom

Held: The U S -CGermany treaty and the U S.-United
Kingdomtreaty interpreted--P is not entitled to relief
fromthe AMI under either treaty. Held, further, the
U S. -Cermany treaty recogni zes and does not prohibit

the sec. 59, I.RC., |limt as double taxation. Held,
further, even if the U S -United Kingdomtreaty
conflicts with sec. 59, |I.R C, because of the

established last-in-tine rule, the sec. 59, |I.R C



limtation on the foreign tax credit trunps any
conflicting provision in the treaty because the Code
section was subsequently promul gated.

Paul J. Pekar, pro se.

Wendy L. Wj ewodzki, for respondent.

CERBER, Judge: Respondent determ ned a deficiency in
petitioner's 1995 Federal incone tax of $3,893, a penalty
pursuant to section 6662(a)! of $778.60, and a late-filing
addition to tax pursuant to section 6651(a)(1l) of $194.65. The
primary issues for our consideration are whether petitioner was
subject to the alternative mnimumtax (AMI) and whether he was
negli gent when he failed to calculate and/or report the AMI on
his 1995 Federal inconme tax return. Petitioner also challenges
the late-filing addition to tax determ ned by respondent.

FI NDI NGS OF FACT

The stipulation of facts and the exhibits attached thereto
are incorporated herein by this reference.

At the tinme his petition was filed, petitioner was a U S
citizen residing in Hanburg, Germany. Petitioner emgrated to

Germany in 1970, establishing a permanent residence in Berlin.

1 Unl ess otherwi se stated, all section references are to the
I nternal Revenue Code in effect for the taxable year in issue,
and all Rule references are to the Tax Court Rules of Practice
and Procedure.



- 3 -

Over the years, he worked in Europe and the M ddle East, residing
at job locations. [In 1995, petitioner lived and worked in the
United Kingdomand in Germany. Wile in Germany, petitioner was
the chief financial officer for Conoco.

During his absence fromthe United States, petitioner paid
income tax to his respective resident countries and continued to
report his inconme to the Internal Revenue Service (IRS)

However, petitioner did not report that he was subject to the
AMI. Respondent audited petitioner's 1991 return and determ ned
that petitioner had failed to report or pay the AMI. During
January 1995, petitioner conceded the 1991 AMI issue, which he
had disputed in a petition to this Court. |In that proceeding, we
entered the parties' stipulated decision. At the tinme he filed
his 1995 return, petitioner had agreed that he owed the AMI for
1991 but he chose not to report AMI liability for 1995.

In 1995, petitioner reported $253,077 gross incone and
$169, 275 adjusted gross inconme. He clainmed a $5, 750 standard
deduction in a head of household filing status, personal
exenptions for hinmself and his sons totaling $7,926, a foreign
earned i nconme exclusion of $70,000, and a housi ng excl usi on of
$15,474. He reported $155,599 taxabl e incone and $42, 991 t ax.
Stating that he had lived in and paid resident inconme taxes to

Germany and the United Kingdomfor the entire tax year,



petitioner reduced his U S. tax liability to zero by applying a
$42,991 foreign tax credit.

Respondent exam ned petitioner's 1995 return and determ ned
that petitioner had negligently failed to report that he owed the
AMI.  Respondent determined that petitioner owed $3,893 in AMI
after allowing a foreign tax credit, as permtted by section 59.
Respondent al so determ ned a $778. 60 penalty for negligence for
failing to report and pay the AMI and that petitioner was |iable
for a $194.65 late filing addition to tax because his return was
received and filed after the required date.

OPI NI ON

Alternative M ni mum Tax

As a nonresident U S. citizen, petitioner was required to
file Federal incone tax returns and report his worl dw de incone.
See sec. 6012; sec. 1.6012-1(a)(1)(i), Incone Tax Regs. He was
entitled to claima foreign tax credit each year for incone tax
paid to foreign jurisdictions. See secs. 27(a), 901. Using
these foreign tax credits, petitioner reduced his regul ar Federal
incone tax liability to zero. He did not report, however, any
l[tability for the section 55 AM.

Section 55(a) inposes an AMI on noncor porate taxpayers equal

to the excess of the "tentative mninmmtax" over the "regul ar



tax"2 for the taxable year. That excess ampbunt is paid in

addition to any regular tax owed. The AMI is intended to prevent
a taxpayer wth substantial incone from avoiding significant tax
l[iability through the use of exenptions, deductions, and credits.

See Urbanek v. United States, 866 F. Supp. 1414 (S.D. Fla. 1994),

affd. per curiam71 F.3d 855 (11th Cr. 1996); S. Rept. 99-313,
at 518 (1986), 1986-3 C.B. (Vol. 3) 1, 518.

Noncor porate taxpayers may reduce their tentative m ni num
tax by the foreign tax credit. See sec. 55(b)(1)(A). However,

that foreign tax credit is limted by section 59(a)(2)(A).3 The

2 The term"regular tax" neans "the regular tax liability
for the taxable year (as defined in section 26(b)) reduced by the
foreign tax credit allowable under section 27(a)". Sec.

55(c)(1).

3 The rationale underlying the foreign tax credit limtation
was explained in a Senate report as foll ows:

“A further change that the commttee believes is
necessary relates to the use of foreign tax credits by
U.S. taxpayers to avoid all U S tax liability. Absent
a special rule, a U S taxpayer with substanti al
econom ¢ incone would be able to avoid all U S tax
liability so long as all of its incone was foreign
source incone and it paid foreign tax at the U S
regul ar tax rate or above. Wile allowance of the
foreign tax credit for mninmumtax purposes generally
is appropriate, the conmttee believes that taxpayers
shoul d not be permtted to use the credit to avoid all
mnimumtax liability. U S. taxpayers generally derive
benefits fromthe protection and applicability of U S.
law, and in sone cases from services (such as defense)
provided by the U S. CGovernnent, even if all of such
t axpayers' incone is earned abroad. Thus, it is fair
to require at least a nomnal tax contribution from al

(conti nued. ..)
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foreign tax credit cannot offset nore than 90 percent of the
tentative mninumtax figured. See id. Petitioner's allowable
foreign tax credit is 90 percent of $38,927, or $35, 034.
Therefore, his AMI, the tentative mninumtax mnus the foreign
tax credit, is $3,893. Because he had no regular tax due, he
owes $3,893.1

Application of the Treaties

In his challenge of the deficiency determ ned by respondent,
petitioner does not question respondent's calculation of the AM.
| nstead, he |l abels as "unfair" the AMI as applied to American
citizens like hinself who |live permanently outside the United
States. At trial, petitioner referenced the double taxation
protection given to expatriates by our tax treaties with the
Uni ted Ki ngdom and Germany. See Convention for the Avoi dance of

Doubl e Taxati on, and Three Protocols, Dec. 31, 1975-WMar. 15,

3(...continued)

U S. taxpayers with substantial econom c incones.”

[ Lindsey v. Conmmi ssioner, 98 T.C. 672, 675 (1992)
(quoting S. Rept. 99-313, at 520 (1986), 1986-3 C. B
(Vol. 3), 1, 520), affd. w thout published opinion 15
F.3d 1160 (D.C. Gr. 1994); sone enphasis added.]

4 Petitioner reported $42,991 of regular tax and clainmed an
equal anmpbunt of foreign tax credit unreduced by the AMI
[imtations. The amount of the limtation on the credit is based
on the AMI and not on the $42,991 of tax reported by petitioner
before he clained the credit. Respondent's conputation of the
anmount of the AMI, limtations on the foreign tax credit, and the
resulting AMI liability are set forth in the appendi x.



1979, U. S -U K, art. 23, 31 U S. T. 5668, 5685 (hereinafter U.S. -
U K treaty); Convention for the Avoi dance of Doubl e Taxati on,
Aug. 29, 1989, U S . -Germany, art. 23, 30 I.L.M 1778, 1779
(hereinafter U S.-Germany treaty). Because petitioner contends
that the AMI was "outside the double taxation agreenments" of the
treaties, we interpret his argunent to be that the AMI and the
resulting limtation on the credit violate the treaties and
t heref ore cannot be applied.?®

If there is a conflict between a Code provision and a treaty
provision, the "last-in-tinme" provision will trunp the earlier

provision. See Lindsey v. Conm ssioner, 98 T.C. 672 (1992),

affd. without published opinion 15 F.3d 1160 (D.C. Cr. 1994);

Jam eson v. Conmmi ssioner, T.C Menp. 1995-550, affd. w thout

publ i shed opinion 132 F.3d 1481 (D.C. Cr. 1997). However, if
there is no conflict between the two, then the Code and the

treaty should be read harnoniously, to give effect to each. See

> W note that respondent never questioned petitioner's
failure to disclose this treaty-based return position as required
by sec. 6114. Unless excepted by regul ations, each U S. taxpayer
who takes a position that a treaty of the United States overrules
any provision of the Internal Revenue Code and effects a
reduction of any tax nust disclose that position on either a Form
8833 or a separate attached statenent. See sec. 6114(a); sec.
301.6114-1(a), Proced. & Adm n. Regs. (treaty-based return
position). A taxpayer who fails in a material way to disclose
one or nore positions taken for a taxable year is subject to a
separate penalty for each failure to disclose a position. See
sec. 301.6712-1, Proced. & Admin. Regs. (failure to disclose a
treaty-based return position). However, there is no indication
that this failure estops a taxpayer fromtaking such a position.
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Xerox Corp. v. United States, 41 F.3d 647, 658 (Fed. G r. 1994).

Accordingly, we proceed to consider the relationship between
section 59 and the double taxation prohibitions found in each of
the two treaties, the U S -UK treaty and the U S. -Gernmany
treaty.

A US-UK Treaty

Article 23 of the U S.-U K treaty generally prohibits
doubl e taxation and provides to U.S. residents and citizens a
credit against their U S. incone tax in an "appropriate anount".
US -UK treaty, art. 23(1). An "appropriate amount” is defined
as that amount of tax paid to the United Kingdom not to exceed
the limtations provided by U S. law for that taxable year. [d.
One of the limtations for the 1995 taxable year was the foreign
tax credit limtation of section 59. Therefore, the U S -UK
treaty provides for the inposition of the tax credit limt, and
the treaty and the Code may be harnonized and the limt applied
to petitioner.

Even if one were to argue that the U S -U K treaty
provision for "limts of law for the taxable year" included only
those in effect when the treaty was adopted and that the Code and
the treaty conflicted, such a conflict does not work to
petitioner's advantage. |If there is a conflict, the Code section
W || supersede the treaty provision because of the "last-in-tinme"

rule. See Lindsey v. Commi ssioner, supra. Section 59 was added




to the Code by the Tax Reform Act of 1986, Pub. L. 99-514, sec.
701(a), 100 Stat. 2336, 6 years after the U S -U K treaty becane
effective. Because the Code section was enacted after the
treaty, the Code section would prevail if we were to find a
conflict between the treaty and the Code, resulting in
petitioner's liability for the tax.

B. U S -Grmany Treaty

Wth | anguage simlar to that used in the U S -U K treaty,
t he doubl e taxation provision of the U S -Germany treaty first
recogni zes that the treaty is subject to the existing limtations
pl aced by U S. law and then provi des guidelines for the avoi dance
of double taxation by the two countries. See U. S.-Gernmany
treaty, art. 23. Although we have interpreted the U S -U K
treaty, the U S -Germany treaty has not previously been
interpreted by this Court. The U S. -Germany treaty provision
details: (1) Wen and how the United States will provide foreign
tax credits to its taxpayers to alleviate double taxation, (2)
when and how Germany will provide simlar relief to its citizens
t hrough the use of foreign tax credits and inconme exenptions, and
(3) howto apply a special set of credit and i ncone-sourcing
rules for U S citizens resident in Germany receiving a certain
type of incone. See U S -Cermany treaty, art. 23(1)-(3). The

par agraphs pertinent to petitioner's circunstances are the first
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and | ast because relief to German taxpayers is of no inport to
this controversy.

According to article 23(1), tax under the U S.-Gernmany
treaty "shall be determned * * * in accordance with the
provi sions and subject to the limtations of the | aw of the
United States". This section further provides that the United
States will allow as a credit against U S. tax, taxes paid or
accrued to Germany by U S. citizens or residents, subject to the
limtations of U S. law. Under this general rule, there is
harmony between the U S. -Germany treaty and section 59 because
section 59 had been enacted 5 years before the U S. -CGernmany
treaty becane effective and, therefore, was one of the existing
| aws recognized as a limtation on the U S.-Germany treaty in
article 23(1).

The interaction of section 59 and the U. S.-Germany treaty
provi sion was specifically recognized in the technica
explanation to the U S. Mdel Incone Tax Treaty doubl e taxation
provision, after which the U S . -CGermany treaty provision is
patterned. The commentary states that "Wen the alternative
mnimmtax is due, the alternative mninumtax foreign credit
generally is limted in accordance wwth U S. law to 90 percent of
alternative mninumtax liability.” Rhodes & Langer, 6 U S

| nternati onal Taxation and Tax Treaties, U S. Mdel |Incone Tax
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Treaty Technical Explanation (1996), Md-4 sec. 1.23, at 4-84
(1997) .

The treaty-based systemof U S. credits and German credits
and exenptions has, in certain cases, been nodified as descri bed
in paragraph 3 of article 23, where the unique position of U S.
citizens resident in Germany is addressed. That paragraph
provi des that where a foreign tax credit is given by Germany for
U S tax paid on U S.-source incone under article 23(2), the
credit need not exceed the rate of tax provided for in the US. -
Germany treaty, even if the United States actually taxes its
citizen on that U.S. -source incone at a rate higher than the
treaty rate. This can result in double taxation, because the
t axpayer nust pay the full U S. tax, rather than the reduced
treaty rate, and yet receives less than the full foreign tax
credit fromGermany. See U.S. Treasury Departnent Techni cal
Expl anati on of the Convention and Protocol Between the United
States of Anmerica and the Federal Republic of Germany for the
Avoi dance of Doubl e Taxation and the Prevention of Fiscal Evasion
w th Respect to Taxes on Inconme and Capital and to Certain O her
Taxes, 2 CCH Tax Treaties par. 3255, at 28,215. Accordingly, a
U S citizen resident in Germany is di sadvant aged when conpared
to a non-U S. citizen resident in Germany receiving the sanme
U. S.-source incone, because the non-U S. citizen would receive

full credit fromGermany for the tax paid to the United States.
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To mtigate this potential inequity, article 23(3)(b)
provi des special rules for the U S. determnation of the tax owed
and the foreign tax credit. Furthernore, any excessive taxation
that may result, even after these rules are applied, shall be
avoi ded by treating a portion of the incone in question as though
its source was shifted fromthe United States to Gernmany so that
further foreign tax credit may be given to the taxpayer by the
United States. See U S.-CGermany treaty, art. 23(3)(c).

Petitioner is a U S. citizen residing in Germany, and
article 23(3)(c) provides for special neasures to avoid potenti al
doubl e taxation of U S. citizens. Article 23(3), however, is
applicable only to U S.-source incone. Petitioner's inconme was
forei gn-earned, German-source incone. Article 23(3) has no
application to this inconme or to the tax owed by petitioner to
either Germany or the United States.

Because we find harnmony between the AMI limtation of the
foreign tax credit in section 59 and article 23 of the U S. -
Germany treaty, both may be applied to petitioner. Petitioner is
therefore subject to the AMI on that incone he earned while in

Cer many.



Constitutionality of AMI

Petitioner cryptically questioned the constitutionality of
the AMI provisions.® Petitioner did not specify how the AMI is
unconstitutional beyond saying that nonresident Anericans are
treated differently fromresident Anerican citizens. W have
al ready determ ned that the AMI Code sections and, specifically,
the foreign tax credit I[imtation of section 59, are

constitutional. See Keese v. Conm ssioner, T.C. Mnop. 1995-417

(finding the AMI Code sections, including the foreign tax credit

[imtation, constitutional); Estate of Kearns v. Conm ssioner, 73

T.C. 1223 (1980); Buttke v. Conm ssioner, 72 T.C. 677 (1979),

affd. per curiam 625 F.2d 202 (8th G r. 1980); Kolomv.
Comm ssioner, 71 T.C. 235 (1978), affd. 644 F.2d 1282 (9th G

1981).

In another attenpt to avoid the AMI, petitioner also
characterized it as an unconstitutional poll tax. A poll tax is
a tax of a given amount, |evied upon every person in a
jurisdiction's taxing power, wthout reference to the person's

property, incone, or ability to pay. Black's Law Dictionary 1159

6 Petitioner chose not to explain his position on the
question of constitutionality. He reasoned that it would be nore
appropriate to present his views to the Court of Appeals. W
find this curious because the Court of Appeals to which
petitioner would likely proceed has already affirnmed our hol di ngs
on simlar issues. See Lindsey v. Conmm ssioner, 15 F.3d 1160
(D.C. Gr. 1994).
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(6th ed. 1990). The AMI does not neet this definition. It is an
incone tax and is necessarily dependent on the anmount of incone
t he taxpayer receives. Moreover, by definition it is applicable
only to certain taxpayers. Petitioner's characterization of the
AMI as a poll tax is without substance.

Accordi ngly, respondent's determ nation of a $3,893 incone
tax deficiency attributable to the AMI for petitioner's 1995
t axabl e year is sustained.

Negl i gence Penal ty

Petitioner attenpts to justify his decision not to report or
pay the AMI for 1995 on the ground that he had consistently acted
in the sanme manner and had been the subject of only one audit by
the Comm ssioner, where ultimately he agreed that he owed the
AM.

Because the I RS has not pursued this issue in every prior
year, petitioner contends that the penalty should not apply
because a full foreign tax credit had been all owed, and because
petitioner was nerely continuing an accepted practice. He argues
that the Conm ssioner's failure to nake adjustnents in all but
one of petitioner's prior years neans that his failure to report
the AMI has been tacitly sancti oned.

Petitioner's argument nust fail because each taxable year
stands on its own and nust be separately considered. See United

States v. Skelly Gl Co., 394 U S. 678, 684 (1969). Respondent
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is not bound in any given year to allow the sane treatnent

permtted in a previous year. See Lerch v. Conmm ssioner, 877

F.2d 624, 627 n.6 (7th Gr. 1989); Knights of Colunbus Counci

No. 3660 v. United States, 783 F.2d 69 (7th Cr. 1986); Corrigan

v. Comm ssioner, 155 F.2d 164 (6th Cr. 1946). Taxpayers have no

right to continue a prior tax treatnment that was wong either on

the | aw or under the facts. See Thomas v. Conmi ssioner, 92 T.C

206, 226-227 (1989). "The nere fact that petitioner may have
obtained a wndfall in prior years does not entitle [him * * *
to like treatnment for the taxable year here in issue.” Union

Equity Coop. Exch. v. Conm ssioner, 58 T.C. 397, 408 (1972),

affd. 481 F.2d 812 (10th Cir. 1973); see also Schaeffer v.

Conmi ssioner, T.C. Menp. 1994-227.

Petitioner also clains that the | anguage on his tax forns
did not clearly indicate to himthat he should performthe
conputation to determ ne whet her he would owe the AMI because the
forms said only that a taxpayer "may" owe tax because of the AM.
We do not accept petitioner's forced interpretation of "may" as
mtigation to respondent’'s negligence determnation in this
setting.

We find nost persuasive the fact that petitioner had been
audited and agreed that he owed the AMI for 1991. That
concession occurred before petitioner's 1995 return filing.

Petitioner also admtted that he had received training on the AMI
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as it applied to Anericans living abroad through a sem nar and

t hat he had engaged in many di scussions with other Anmerican
expatriates about the AMI. Petitioner's experience had given him
a basic understanding of the AMI. He cannot reasonably claim
that he did not know that he could be subject to the tax.

Furthernore, as we noted in Jam eson v. Commi ssioner, T.C Mno.

1995-550, Lindsey v. Conm ssioner, 98 T.C. 672 (1992), had been

deci ded by our Court and affirnmed by the Court of Appeals by the
time petitioner filed his 1995 return. Therefore, petitioner was
on notice that the AMI foreign tax credit clainmed by himwas

cal cul ated inproperly. See Jam eson v. Conm SSioner, supra.

Moreover, we note that petitioner failed to nake any reference to
the AMI or to disclose his views on his return.

We al so consider petitioner's educational background in
determ ni ng whet her he acted reasonably under the circunstances.

See Vick v. Commi ssioner, T.C Mno. 1984-353. Petitioner was

the chief financial officer for Conoco in Germany and had general
econom ¢ and financial know edge. Under these circunstances, we
hol d that petitioner acted negligently when he failed to

cal cul ate and report the AMI due on his 1995 return.

Late-Filing Addition

| ndi vi dual Federal incone tax returns are generally due on
or before April 15 of the year follow ng the close of the

cal endar year. See sec. 6072(a). However, there are exceptions
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to this general rule, including an exception for U S. citizens
whose tax hones are outside the United States and Puerto Rico.
See sec. 1.6081-5(a)(5), Incone Tax Regs. An extension to file
returns of citizens in foreign countries (up until the 15th day
of the 6th nonth follow ng close of the taxable year--June 15 in
this case) wll be granted for those U S. citizens who have
properly requested one. See sec. 1.6081-5(a), |Incone Tax Regs.
To obtain an extension under section 1.6081-5, |Incone Tax Regs.,
taxpayers nmust attach a statenent to their return show ng
eligibility for the extension. See sec. 1.6801-5(b), Incone Tax
Regs.

There is no evidence that petitioner had attached any such
statenent to the return in question. Respondent, however, did
not question whether petitioner had properly requested an
extensi on. Respondent’s argunent assunes the June 15 filing date
to be correct and concludes that petitioner did not neet that
deadline by mailing his return on June 15 froma foreign situs.
Petitioner argues that as a nonresident citizen, his return due
date was June 15 and that because he mailed his return on the due
date, his return should be considered tinely filed, thereby
avoiding the late-filing addition.

Because of respondent’s position, we assuned petitioner
qualified for the extension. Even with a June 15 filing date,

petitioner did not neet the due date by mailing his return on
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June 15. Section 7502(a) provides that, in certain

ci rcunstances, an untinely received return is deened tinely filed
on the date of the U S. Postal Service postmark on the envel ope
or the date a receipt is issued by the U S. Postal Service for
either certified or registered mail. However, the tinely

mai ling-tinmely filing rule of section 7502(a) does not apply to
foreign postmarks. It is well established that foreign postmarks
do not effectively cause the filing date of a docunent to be the

postmark date. See Cespedes v. Conmm ssioner, 33 T.C 214 (1959);

Madi son v. Conm ssioner, 28 T.C. 1301 (1957); Electronic

Aut omation Sys., Inc. v. Commi ssioner, T.C Meno. 1976-270; sec.

301. 7502-1(c)(ii), Proced. & Adm n. Regs. Accordingly,
petitioner's mailing of his return did not cone wthin the

provi sions of section 7502 and the filing of his return would
have been untinely, even if the return had been nuailed on the due
dat e.

Petitioner also argued that he should not be liable for the
|ate-filing addition because he was advised by tax professionals
that a foreign postmark would effectively date his return as
filed. However, he presented no evidence that he received this
advice before he mailed his 1995 return. Nor did petitioner show
that the advice was provi ded by anyone who was conpetent to
render tax advice. He was unable to show that he relied upon or

that it was reasonable to rely upon that advice when he mail ed
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the return. Accordingly, respondent's late-filing addition
determ nation is sustained.
Because of a concession by respondent,

Decision will be entered

under Rul e 155.




APPENDI X

The taxpayer's tentative mninmumtax is conputed as foll ows.
The taxable inconme, as it is normally calculated, is reconputed
to create a new tax base, the alternative m ni numtaxable incone
(AMI1). See sec. 55(b)(2). The normal taxable inconme is reduced
by the adjustments provided for in sections 56 and 58 and
i ncreased by the anount of the itens of tax preference described
in section 57. In petitioner's case, the only applicable
adj ustnment fromthese sections is the disallowance of the
st andard deduction and the personal exenption. See sec.
56(b)(1)(E). Petitioner's regular taxable income was $155, 599
and was increased by the previously allowed deduction of $5, 750
and exenption of $7,926. H s AMIl was $169, 275.

The AMIl is then reduced by the special AMI exenption
al l oned according to the taxpayer's status. See sec. 55(d). For
t axpayers who are unnarried but not w dowed, |ike petitioner, the
exenption amount is $33,750. See id. However, the exenption
anount is phased out if the AMIl exceeds a certain anmount. For
unmarried, not w dowed, individuals, 25 percent of incone
exceedi ng $112,500 is subtracted fromthe exenption anount. See
id. Petitioner's AMII exceeded $112,500 by $56, 775. Twenty-five
percent of that is $14,194, so petitioner's $33, 750 exenption is

reduced to $19, 556.
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Once the AMIl is reduced by the correct exenption anount,
AMIl tax rates are applied to the new AMII to arrive at the
tentative mninumtax. The rate is 26 percent of any anmount up
to $175,000. Petitioner's AMIl of $169, 275 was reduced by
$19, 556, |eaving $149,719 to be taxed. Twenty-six percent of
that is $38,927.

The foreign tax credit is limted to 90 percent of the
tentative mnimumtax anmount. Ninety percent of $38,927 is
$35,034. After this anpbunt is applied against the tentative
m ni mum tax, the anmount remai ning and due frompetitioner is

$3, 893.



