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In 2000, few people were even aware of the AMT, and even fewer understood it, including many tax professionals and even some IRS agents.  When I exercised Incentive Stock Options in 2000, I followed the standard recommendation of holding that stock for one full year to achieve the capital gains treatment for which Incentive Stock Options had originally been designed.  Imagine my surprise when I discovered that there was a parallel universe called the AMT, where the rules were opposite of common sense and regular IRS rules, and instead of benefiting from long term capital gains treatment like an ordinary stockholder, I was penalized for NOT selling my stock.  


As a result, my effective tax rate for 2000 was almost 250% and left me with state and federal tax obligations well over $300,000.  This was impossible to pay because it was many times my annual income and the stock had dropped to a fraction of its former value.  Although I have made payments against the debt, it grows too rapidly to ever pay off.

The irony is that the AMT also allows a credit back to me that would offset this liability – but there is a cap on the amount of credit I can recover each year - it will take over 90 years for me to gain the entire credit back, and unlike my AMT liability to the government, I receive no interest on the money owed back to me by the government.  So my debt grows by leaps and bounds and the government holds my money interest-free indefinitely.

I have offered all the equity in my 1500 square foot home, my car, my life savings, and my retirement to settle this - everything I have managed to put aside over my entire working life to pay arbitrary and excessive taxes on profits I did not receive (by the way, the IRS refused this offer as insufficient).  I am 52 years old and have been a compliant taxpayer since I earned my first dollar, paying in full and on time, without complaint, but I fail to see how bringing an honest middle-class taxpayer to financial ruin serves any purpose.  

Legislation is being introduced that would allow me to pay the proper percentage of whatever gains were actually realized from the stock sale.  While I realize the entire AMT needs to be addressed, the first logical step would be to support relief for those who have suffered the most unfair and egregious effects of this outdated law.  Please stop the unnecessary financial crippling of some of your most hard-working and productive citizens.   We can’t wait two or three more years – we are losing our homes, our retirement, and our entire economic futures today!!  There is no way a “fix” several years from now will ever allow us to recover.

The AMT no longer serves its intended purpose, if it ever did, and is increasingly punishing hard-working families.  We respectfully ask that each of you understand the enormous risk involved in ignoring this growing malignancy in our tax system, and take action now.

Sincerely,

Angela Hartley
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