06-15-05 – Jeanne Savelle, Georgia
Subject: ISO AMT Depleted my Savings & provided and interest-free loan to the Government, please give the people back their own money!!! 
Comments: Congressman Phil Gingrey's (R-GA-11th)
I have been working for a major Fortune 500 company for over 17 years. Stock Options have always been described as part of the compensation package. Every year nice brochures explaining the program are distributed to those eligible and the brochures mostly present the positive impacts and steps to exercise. Negative effects are not shown. Granted, statements are always included to the effect that tax advice should be an integral part of every stock option decision.

As stock options and Alternative Minimum Tax (AMT) have historically not been part of the middle class financial dream until as I recall the late 1980s, it seems that there has been little knowledge of their impact among the middle class and the tax professionals serving them. I wasn’t granted options myself until 1991 and didn’t exercise anything but a nominal amount until 1999. At that time, we engaged a tax professional who was very knowledgeable on a number of issues. However, we were his first client that had stock options and AMT. Initially, he did not think we would be subjected to AMT but that illusion was quickly dismissed through an amended tax return.

In three years, an additional $205,000 was added as AMT income to my return calculations resulting in additional cash payments of $44,000. plus an unused credit to date of more than $22,000. Without the AMT impact I would have received a net refund over those years of $6,000. Of course, I did not plan on paying out those amounts of cash at the end of each tax season as I thought we were to be more or less even throughout the year. 

Those cash pre-payments on assets we didn’t benefit from were made out of savings that I would have contributed to my husband’s retirement fund. He is self-employed and therefore had no contributions for those years as the money went to the IRS instead. This may not seem like a lot of money to many people but it delayed funding any retirement for my husband at all until 2003 from our original plans to begin in 1999. Obviously we have missed out on four years of contributions, growth and interest. 

We changed our tax professional in 2003 to one that has more experience with AMT and stock options and of course we are paying more than three times the fees for his services as we paid before. So one professional lost business and another has cost us even more money out the door but if you do not have a professional that knows this inside and out, the costs will be even higher.

There are other effects as well with AMT: does one hold exercised stock as Congress intended   so as to report long-term capital gains only to see that stock drop in value though the tax was paid up front on a higher value? Surely most all of us have suffered from this type of effect as well. Will one ever be able to recover the credits? The more than $20,000 in credits that I have currently have remained basically untouched since 1999. How does one recover these amounts? Can we charge the IRS interest for holding our money? 

Most people are hard working and honest and are willing to pay their fair share of taxes. We are not asking for favorable treatment nor do we want to cheat on our taxes. However, having to pay taxes for something not realized seems clearly backwards and this issue has impacted so many more people than those it was intended to reach that the time has come to stop the madness.

Respectfully, 

Jeanne Savelle, - Smyrna, GA  

