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Real estate investments: king of tax shelters

Sid Mittra is director

Heal estate tax sheliers — often called the king

uf tax shelters — offer three major economic ad-
- vapages,
rerage enables you to buy mere property
h. Leverage is the use of borrowed mon-
crease the size of investment,
rund, appreciation in value during inflatlonary
N provides an inflation hedge.

Thivd, read estate enjoys a high degree of ecoe
twsuie stability because of the predictahility of
- s and revenues in canservative real estate ine
vesttnent,

in addition, real estate affers many important
tnx advantages, Two of these are discussed below.

llvprwilnliun Intially, because the partnership
S ¢ngaged in constructing. developing and opera-

g a real estate project as a business, the IRS
allows the bulldings 10 be depreciated over their
useful life,

Mure importantly, the partnership can depreci-
ate all real estate properties even though a signifi-
cant portion of them was bought with borrowed
muney. When the properties are sold, the pariner-
ship pays long-terin eapital galns taxes (as opposed
te ordinary income taxesh.

S}"ﬂw huge advantage that real estaie has aver
¥aier tax shelters is that even depreciation (called
firoight-ling) is not 1axed as ordinary income

eealled recapture). That is. in real estate tax shel-

slers. erdinary tncome is converted into Jong-term

Ypal g

NG
At Itisk Rules. In other tax shelters, the deduc-
-m s an investor might elaim are limited to his ac-
nni or promised invesument in the deal, However,
~:I[>rml ustate, this limitation does not apply.
ince, you may invest $10,000 in a real
tate tax shelter and receive, § 0,000 in de-
SFuStions without having ta pul p the additional
49,000 into the deal

[ Oil and gas tax shelters

‘The investor puts up money 1o pay for the drill
g of wells and, in return, receives 70-90 percent
deductions {called intangible drilling costs) in
the year of investment plus a share of any oil pro-
¢duced. The tax loses flow through to the Investors,
and the nvestors are nat personally liable if the
deai [ails,

+  The power of an ofl and gas venture comes about
§ when a well produces oll or gas. In this case, 70-90
H

H
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creent of its cost is deducted as a 1oss in the initial
and when the producing well begins te deliver
and gas. 15 percent of this gress
be deducted. This Is called depre-

viation al
These two tax benefits namely, early deductibili-
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Educationa) workshop: 6:30-10 p.m. Thursdays,
March 6. 13, and 20 at MSU Management Center in
Troy. $39 for workbook. Registration is nccessary.

Call Elise at 643-8388 for registration and fur-
ther information.
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of certificate propram
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and president of Coor-
rascial
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ty of costs and depletion allowance onincome. help
wil and gas venlures work for two investinent re.
Sults,

First, there is the chance of creating a potential-
v substantial asset generating & (‘mh fluw that is
available.

Svcond, there is the chance 1o derive income
from that asset over & number of yuears, with the
additiona) possibility of selling the asset at long-
1 capital gain tax rates.

In evaluating oll programs, at teast the following
criteria should be examined:

1} The record;
2) financial strength of the general partner,
3) diversification of wealth;

4) the sharing arrangement between the general
pariner and limited partoers;

5} the program size;

6) the drilling philusophy:

) overall subjective evaloation of the limifed
partnership,

Equlpment leasing

In an equipment-leasing tax shelter, the price of
eqmipment exceeds the cash invested. and the cost
of borrowing additional money required — some-
times up to B0 percent of the total - becomes a
deduction.

In addition, the equipment usually Is deprectated
on an accelerated basts, and these write-offs are
passed through to the limited partners. For regular
corporate investors, the investment tax credit also
is available.

The key to the success of an cquipment-leasing
venture is the residual value of the equipment at
the end of the lvase.

Cattle tax shelters

An investar simply b some cattle to be fed in
2 feed oL, paying the operator for the feed and also
a fee. Then the operator buys the finished animals
from the investar when they are already for mar-
ket.

Cattle feeding programs are not capital gain tax
shelters but usually are a way to shift ordinary in-
come from one ¥ to another.

nd approach 1o cattle as a tax shelter
waership of breeding stock, Within this
approach, there can be tax shelter programs creat-
il for commereaal beef cattle, pure-bred herds, and
even dairy cantte.

Most breeding programs involve a contractual
arrangement to buy the offspring of the breeding
animals, and ance again, the terms of the agree-
mients in great part determine the atwwactiveness of
the deal.
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ALL MAKES- NA\"ONWIDE DELIVERY

WHY BUY WHEN YOU CAN LEASE FOR LESSI Try
our FREE Loaner Sorvice. We plck up and doliver,

1986 BMW 325, . . . . .
1986 LINCOLN TOWN CAR. 381 DO MO
1986 CADILLAC SEDAN SEVILLI 352,00 MO.

19670 WEST 13 MILE RD., LATHRUP VILLAGE -
0

Al Lease Aro 1986 Modals and Include Al STD.
Factory Equipment Leaso Rates Based On 48 Man:
Closed End Loase with No Down Payment. All Pllcns Includo Tax,

A STEVE CLARFELT SPECIAL ’ .

Looking for a high
return alternative to
your present income
investment?

;| CURRENT YIELD
. 12.07%

- Putnam High Income
Government Trust...

The Trust soaks high currant raturn, conslsiont with

- | -prazosvation of capital, from a porifolio of U.S, govern-

mont securilios end may usa opllons and futuros

sirategles.

The Trust otfora you:

+ An extra dagree of

lod by
. atmany wore a0 800 Hom
N gt
. S R R R e
| Callor - ASHTON & CO.
f Write: 30800 Telegraph Rd,, Ste, 1801
et Birmingham, M 10
sIPC 313-844-8311

" 5 want an opOOAUNTY K¢ NG Current rturm.
' iinarm High Icome Government Triat snd &

P Compeats narmation Sbeut 1hd Touil nchng Liies charge, cost.
e rpocaos. 1 WH read W Coren@y befors [intend to pend money,

Don’t Just Worry About It...

Find Out What You
Can Do About It!

When you or somedne you love has a special health
prablem or health risk. you are beter able to help if you
are well-urmed with good information. This series
of health seminars and workshops, sponsored by Harper
und Grace Hospitals, is designed to give you the infor-
nation you need and want on a variety of health subjects,
o+ Nutrition and Your Heart

Tuesday, February 25, 1986 ¢ 7-9 p.m.

Southficld Civic Center, 26000 Evergreen Road

Southfield. Michigan

For the latest information concerning how your

heart is affected by cholesterot, sodium, and obesity,
come to this FREE seminar.

Present

Charlcsi' Luc:ﬂ. M., Harper Hinpita) sulf physician:
Professor of Medicine at Wayne Siate University: Medivat Direcior
ofthe Obesity and Risk Factor Clinic at the University Health Center.
Nancy Holden, Administratoz, Risk Factor and Obesity Clinic

at the Univershy Healib Center.

» What Familics Need to Know about Cancer
Thursday, March 27, 1986 » 7-9 p.m.
Southfictd Civic Center, 26000 Evergreen Roud
Southficld, Michigan .

Get the facts about cancer at this FREE two-hour
seminar, given by Di. Vainutis Vaitkevicius, an inter
nationally recognized cancer expert.

Presented by:
Dr. Vainuris Vaitkevicius, Chief of Medicine, HarperGrace
Mlospitals; Physician: in Chlel of The Detroit Medical Cenler;
Professor and Chairman, Department of Internal Medicine,
Wayne State Unlvcnlly Schoo! of Medicine,
This seminar is co-sponsored by the Amen::n Cancer Soclety;
ancer Center of Detroit,
Information Services: and the Childrens’ Leukemia Foundatian,
Both seminars are co-sponsored by HarperGrace Hospitals,
Department of Comemunily Health Programming, and the City of
Southfield, Depasiments of Human Resources and Communh)
Education.
Rescrvatlons arce required for these seminars.

« For Reservations or More Information
nbout these seminars, please cail {313) 494-8983.

Harper Hospital l- Grace Hospital
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CELLNET presents:
Winter Madness Sale

Featuring PANASONIC

Celtular Phonuf

CELLULAR
PHONES
AS \aw
as pm ma.

CALL @CELLNET 588- 38‘94

in approved cied

51st Annual
January Fur Sale
Held Over!

Many items reduced as
much as 50%.

Top quality skins have
just arrived. Order your
custom-made jacket or
coat now at factory to
wearer prices.

+ 41% Premium on U.S. Funds
« Duty & Sales Tax Refunded
« Interest Free Layaway

Manufacturing Makes the Big Diference

762 OUELLETTE AVE.
WINDSOR, 519-253-2111

{2 Blocks from the Tunnel)

Hours: Monday-Salurday 9-6
riday 9-9
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WHILE IT'S SNOWING AND BLOWING OUTSIDE IT'S
TIME TO REMODEL INSIDE! RECESSED LIGHTING 8Y

JUNO, DESIGNED TO CONTROL LIGHT AND

IN WINDSOR

BRIGHTNESS, CREATES MOODS, HIGHLIGHTS
AREAS OF INTEREST, PERMITS BETTER USE OF

SPACE AND BEAUTIFIES YOUR HOM

WHAT'S BEST IS THAT IT'S EASY TO INSTALL,

THE ICT SERIES BY JUNO IS UL LISTED FOR DIRECT

CONTACT WITH

THERMAL INSULATION. FOR

GENERAL REMODELING USE THE “REMODEL

UNIVERSAL” —

INSTALLS FROM BELOW AND

CLAMPS INTO POSITION, SIMPLY CUT THE
HOLE AND INSERT THE HOUSING. IN NEW
CONSTRUCTION CHOOSE FAOM A

FULL LINE OF HOUSING STYLES

AND TRIMS.

OUR ALREADY
GENEROUSLY
DISCOUNTED
DAY-TO-DAY

PRICES

{SALE LASTS 10 DAYS ONLY OR WHILE SUPPLIES LAST)

ALSO AVAILABLE: ARECESSED LIGHTING

UNITS FOR DROP-CEILINGS, MEASURES 2x4";
B USES 4 LIGHT TUBES; HINGED LENS FOR

ACCESS; CLEAR PRISMATIC ACRYLIC
DIFFUSER. TAKE ADVANTAGE OF OUR
UNBELIEVABLY LOW PRICE OF $3

TUBES NOT INCLUDED

)
tighting Fiuares For Every Decor + Wleing Supplies And Light flult

ELECTRICAL

CONSTAUCTION, INC

37400 W. 7 MILE ROAD
LIVONIA, M1 48152 ¢ (313) 454-2211
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