Time is now to fix AMT

Onerous tax burden for middle class will affect more
next year
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With another April 15 behind us, it is easy to forget about filing Federal
taxes again until next year. But by then it may be too late.

That is because next year, unless Congress takes decisive action, 3
million middle-class taxpayers in New York - many without their
knowledge - stand to be on the receiving end of the largest tax hike in
American history.

The alternative minimum tax is a parallel income tax originally enacted
in 1969 to ensure that the wealthiest Americans paid at least some
income taxes. Specifically, it prevents taxpayers from claiming any
deductions on their tax returns - no deductions for mortgage
payments, children, state and local taxes, or the personal exemption.

Although its purpose was to prevent the richest of the rich from
exploiting tax shelters, loopholes and deductions, it is now hitting
middle-income earners due to multiple factors, including the failure to
index it to inflation, President George W. Bush's 2001 and 2003 tax
schemes, which favored America's richest families, and a lack of action
by past Republican-led Congresses.

Now, the AMT has become a ticking time bomb waiting to explode on
more and more middle class families.

In my district in Queens, if nothing gets done and the status quo
remains, the number of people to get hit with this monster tax next
year will increase from 6,000 to 45,000. That is a more than 600-
percent increase.

By roughly the same margins, the number across New York State is
expected to go from just less than 500,000 to more than 3 million. All
told, one of every three New York taxpayers will have to pay an
average $3,600 extra if current trends hold.



And who exactly will be paying this tax?

In New York, it will be many of our cops, teachers, firefighters and
small-business owners - the families who form the bedrock of our city
and state. On Long Island, it will be responsible homeowners who have
invested in their communities by buying property and creating a stable
foundation for their families.

Unfortunately, the lack of action by previous Congresses to fix the AMT
has created an alarming situation in New York - where, starting next
year, fewer millionaires will pay the AMT than those making less than
$100,000.

That means middle-class New Yorkers purchasing a home won't be
able to write off the interest on their home mortgages or deductions
for state and local taxes, but millionaires will. Middle-class New
Yorkers won't be able to deduct expenses incurred for having
dependent children, but millionaires will. And middle-class New Yorkers
won't be able to claim the personal exemption, but millionaires will.

The tax code needs to be infused with common sense, to ease the tax
burden on America's middle class. Helping families save money for
their children and for their future is both good policy and smart
economics.

The House Ways and Means Committee, of which I'm a member, has
jurisdiction over U.S. tax policy. Chairman Charles Rangel (D-Harlem)
and | are working to restructure the AMT so hard-working, middle-
class families will no longer be subjected to this tax. We're close to
unveiling a proposal that would return the AMT to its original purpose -
preventing the wealthiest of Americans from evading taxes. Our plan
will also fix the AMT responsibly. It will guarantee that at least 90
million working Americans receive a tax cut while offsetting the cost by
restructuring the tax code fairly.

In the coming months, we expect to move the proposal out of the
committee and bring it before the full House of Representatives for a
vote.

The question now is: Will both sides of the congressional aisle and
Bush work together to enact middle-class tax relief? I hope so. Middle-
class families across America should be able to invest their hard-



earned dollars in retirement savings, college tuition for their children
or health care - not in the AMT.
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