Statement from Matt Ammentorp

Before the House Ways and Means Committee, Subcommittee on Oversight

Washington, D.C.

Acting on the advice of several different financial advisors, in 2000, I began to exercise incentive stock options (ISOs) I received when I started working for my current employer seven years ago.  The stock market boom of the late 1990's made those options suddenly worth a significant amount of money, but the financial advisors told me to hold the stock for at least one year so that the proceeds would be treated as long term capital gains, not as income.  (This made sense because they said that one of the primary purposes of ISOs is to encourage investors to buy and hold investments rather than seeking a quick profit.)

 

The stock market crash wiped out the majority of the stock’s value, and by the middle of 2001, the stock was worth significantly less than when I exercised my options.  I did not see the stock market crash as a mortal blow, because my family does not have an excessive life style, and we were not depending on the stock option wealth.  We felt we could ride out a difficult market and still have our nest egg in the future when we actually needed it. 

 

What we did not understand (nor did the financial advisors who counseled us) was the impact that the Alternative Minimum Tax was to have on our lives!  Even though we never sold the stock, its "value" for AMT purposes was “what we could have sold it for" on the day we exercised.  Hence, we had an AMT bill based on earnings we never realized . . . and a tax bill we had no easy means of paying.  Our tax returns for the year 2000 showed a tax bill due of approximately $300,000 - much more than I earn in a year. 

We submitted an installment plan proposal, which the IRS rejected.  Shortly thereafter, the local IRS collector showed up at our home and explained to my wife that we might as well plan to sell our home, because we would need to pay our tax bill immediately.  This confrontational attitude foreshadowed our entire experience with the IRS - no compassion for our circumstances.

 

Ultimately, by selling our remaining stock holdings and by taking out a second mortgage on our home, we paid our AMT bill.  Now, in our mid forties, the savings we had built for retirement is 90% gone, and we have few resources left to meet the needs of our three children . . . all of whom are in college at the same time.  Had we not been subject to this irrational AMT penalty, we would have survived the market crash and still been in a very good position to both meet education expenses and make headway toward an eventual retirement.  As it stands today, we are starting over and it is difficult to guess when we might again feel confident about our finances.

 

We've all been through a difficult economy over the past few years.  The stock market crash wiped out significant chunks of everybody's savings.  Tightened business budgets have made my company's business very challenging.  All of that is part of life, and we understand and persevere.  What keeps me up at night is knowing that my family was penalized by the unintended consequences of a portion of the tax code that was intended to tax people who were trying to avoid their taxes.  I have spent my life dutifully and cheerfully paying my tax bill, happy to be living in America and feeling as though the investment was worthwhile.  Thanks to the AMT code, it has been a few years since I’ve felt that way.


I ask you to please amend the AMT code to allow people who exercised incentive stock options in the last few years to pay taxes only on their actual gains and to refund any AMT credits they may have accrued.  







Matt Ammentorp

