

Ronald Vasaturo


Vasaturo Family Testimony Concerning the Alternative Minimum Tax

Before The President’s Advisory Panel on Federal Tax Reform

Ronald Vasaturo (Individual)

March 11, 2005

(847) 446-5864

Vasaturo Family Testimony Concerning the Alternative Minimum Tax

Before The President’s Advisory Panel on Federal Tax Reform

Washington, D.C.

Members of the Panel.  My name is Ron Vasaturo and I am writing on behalf of the Vasaturo family.


We’re writing to ask that you help change the Alternative Minimum Tax (AMT) provisions which have caused a great hardship to our family, unfairly.  We ask that you recommend reform to the Alternative Minimum Tax provisions to allow the AMT credit for the Prior Year Minimum Tax to be applied up to 100% of the taxpayer’s ordinary income tax.  We are middle income taxpayers in our 50’s that have a large AMT credit we will take to our grave unless the AMT provisions are revised to allow use of the credit towards ordinary income tax.


In 2001 we had to pay an extremely large alternative minimum tax -- $250,000 – for money we never received and never will receive.  The $250,000 AMT tax was on top of the taxes we paid on our earned income.  In 2000, I worked for a high technology company that provided me with incentive stock options each month, in lieu of any annual salary increases.  Because my wife and I were in our 50s we decided to exercise the stock options each month and set aside the stock for retirement purposes.  The company encouraged this, emphasizing the benefit of long-term capital gains if we held onto the stock.  We had no idea that the difference between the exercise price and the market value of the stock at the time of exercise would be considered income for alternative minimum tax purposes.  We had never experienced stock options before.  We thought we were to pay any taxes owed when we sold the stock, if we realized a gain.  Having worked hard our entire lives and saved conservatively for a hoped-for retirement, we have always paid our fair share of taxes as part of what it means to be citizens of this country.  So we expected that any real gain from stock options would be appropriately taxed.  However, in 2001, when we prepared our tax return, we learned of our mistake and our whole world turned upside down.


By 2001 the stock had dropped precipitously in value (the tech bubble burst), and, within a few months, my employer went bankrupt and I lost my job.  We sold the stock for pennies a share, at a very substantial capital loss.  We paid the huge AMT sum we owed in 2001 by liquidating our bank account and retirement mutual funds, funds we held sacrosanct and had never touched before.  Understandably, we had spent many years saving towards achieving a retirement that could provide us with at least some dignity in our ability to meet life’s future costs (medical expenses, etc.).  Because of our ages (now 55 and 57), we are possibly the flip side of what is too commonly, and easily, thought of as the young college graduate who joins the Internet dot-com for fame and quick riches.  We simply do not have the earning years left to recoup what the AMT has taken from us as taxes for money that we never received.


As we understand, the AMT we paid because of incentive stock options is supposed to be a pre-paid tax that can be recouped in later years.  That is not the way the law is working for us.  We don’t earn anywhere near enough income to be able to use our AMT credit.  (Ironically, President Bush’s recent tax cuts exacerbated this situation.)  In order to be able to use the credit, one has to have a very high income—otherwise the ordinary tax does not exceed the AMT, and one can’t use the credit.


In 2001 and 2002 when we sough assistance and information from the IRS on how incentive stock options, capital losses, and AMT work, we only received incorrect and conflicting information.  The IRS staff, and I spoke to several different people at the Service, did not seem to understand how the alternative minimum tax provisions work.  When we sought assistance from tax accountants, we discovered the tax accountants did not understand this complex area of the law.


This seems very unfair that we have been victimized so harshly by the unintended consequences of the Alternative Minimum Tax.  We ask that the law be revised so that we can fully apply the credit to our ordinary income tax.  We are seeking your help in recommending that taxpayers be allowed to apply the AMT credit for the Prior Year Minimum Tax up to 100% of their ordinary income tax.


Thank you very much for the opportunity to provide you these comments and we hope that this Panel will recommend changes to the law that will enable us to fully use our AMT credit so that we can one day pursue a retirement that we have worked so long and hard towards.

