-----Original Message-----

From: Alan Veeck [mailto:aveeck@ariba.com] 

Sent: Friday, March 18, 2005 3:05 PM

To: Comments@taxreformpanel.gov

Cc: testimony@reformamt.org

Subject: Statement from Alan Veeck

Thank you for your consideration, 

Cordially,

Alan Veeck

______________________________________________ 

Alan Veeck                           Ariba 

Account Manager                      FreeMarkets Center 

aveeck@ariba.com <mailto:aveeck@ariba.com>                     210 Sixth

Avenue 

Phone: 412-297-8881                 Pittsburgh, PA 15222 

Fax:     412-297-8700                 www.ariba.com <http://www.ariba.com/>

To Whom It May Concern:

I strongly urge you to support legislation that would modify or repeal the Alternative Minimum Tax (AMT), especially as it applies to incentive stock options (ISOs).  Although unintended, the AMT adjustment for ISOs has had a significantly detrimental, and in some cases, devastating, financial impact on individuals like me who exercised ISOs before the stock market downturn of 2000.  Due to a severe depression in stock prices, many taxpayers who exercised ISOs in that year face AMT liabilities that are far larger than the exercised stock was worth in 2001 and beyond.  

Affected taxpayers face huge tax bills, some in the hundreds of thousands and millions of dollars, on income that they will never receive.  Although taxpayers can use their AMT payments as credits against future income, they will likely never recover the AMT credit because of the way the current law is written.  Moreover, collecting credits into the future is hardly a consolation for those facing unbelievable cash crunches due to the magnitude of the tax.  This result is vastly inconsistent with Congressional intent in enacting the AMT.  Instead of assuring that “the rich pay their fair share of taxes”, the AMT on ISOs is literally leaving middle-class Americans like me in, or near, financial ruin.

Here is my story:  in April 2000, I exercised 6,000 options that I earned with the company that I helped to build in Pittsburgh -- FreeMarkets, Inc.  My exercise price was about $5/share, so I had to scrape together $30,000 to exercise these options.  My plan was to hold the shares for a minimum of year, but more realistically several years because I truly believed in the long-term success of my company, and in this way I could recognize profits from stock sale as capital gains as opposed to income.  I always do my own taxes, so when I fired up TurboTax and input my financials, I was more than a little shocked to find that I owed the IRS $85,000, and state and local taxing authorities about $10,000.  This amounted to 110% tax on my earnings, when I have realized no actual cash gain!  In analyzing my available solutions, even if I exercised my next set of options and sold the entire lot (12,000 shares), I would not be able to meet my tax obligation for the 2000 tax year.

Quite obviously, this is an absurd situation.  I have always, and will continue to, pay my taxes like every other red-blooded, patriotic American.  I fully agree with the concept of paying my “fair share” on realized cash gains.  But the AMT is forcing me and my family of five to face real financial ruin.  My mother and father pulled significant money from their retirement savings to loan me money to pay the government so that my family did not have to sell its most important possessions.  I haven’t had to borrow money from my parents since I was sixteen!

Your support for AMT reform is crucial, as this unfair and unintended tax is beginning to affect more and more honest, hard-working taxpayers in the lower and middle income brackets.  

Thank you for your consideration of this very important issue.

