| Tax reform to hit development

The newly proposed reviston of
the U.S. tax code, passed by the Sen.
ate Finance Committee, will severe-
Iy affect new real estate develop-
ment and construction projects, ae-
cording 10 an area tax expert,

“The incentlve for investing In
real estate development has been re-
moved by the Packwood proposal,”
said Walter J. Roxey, an accountant
and attorney headlng Grant Thorn.
ton's metre Detroit tax department.
Grant Thornton s a mationwlde ac-
counting and management consult.
ing firm.

“Under the present code, a real ¢s-
tate limited partner can clabm a de-
duction on the amount of capitat he
invests In a new projeet ogainst in.
come earned from another souree,

"THE PROPOSED new tax code
will ellminate the preferential de-
ductions on these Kinds of invest-
ments and do away with the Encen.
tive the Investor had to Invest his
money in such a project,” said Rox-

ey.

“After all, It would not benefit a
person to tie up a significant sum of
moncy in an investment that has no
immediate cash flow since taxes
would not be reduced under the new
Act, and since he has no sure-fire
way to get back his principal other
than cconomle upscale, Under the
present system, he could normally
recover his investment In four years
through tax savings,”

To compensale for (his loss attrac-
tive investment potentlal, Roxey In-
dicated that real estate owners and

Gage leads
trial judges

The National Conference of State
Trinl Judges has elected Qakland
Clrcuit Judge Hilda R. Gage its pres-
ident — the flrst woman to head the
group since It was formed in 1958,

The conference includes  trial
Judges from all 50 states, the Dis.
trict of Columbia and Puerto Rico. It
fs an arm of the judicial division of
the Amerlcan Bar Assoclatlon,

She took offic at the close of the
ABA annual meeting Jast month in
New York. Gage will lead a group of
about 1,600 judges in developing pol-
icy proposals for conskderation by
the ABA and In overseelng projects
to improve the administration of Jus-

ce.

Elected to the Oakland bench In
1978, the West Bloom!leld resldent is
o graduate of Wayne State Universi-
ty Law School. Her bachelor's and
master's degrees were earned at the
University of Michigan,
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WE TAKE
EXCEPTION
TO WHAT
YOUR MOTHER
TAUGHT YOU.

YOU SHOULDN'T EAT
EVERYTHING PUT IN
FRONT OF YOU.

You should avoid foods high
in cholesteral. Iis a fact, a
high blood cholesterol leve!

developers will have to sweeten the
pot by promising more return on In-
vestmient. to Investors and by offer-
Ing a greater return on equity,

This wllt leave less capital for ex-
pansion In other arcas, and force
owners to either cut costs in con-
.;tmcllun or raise rents to lenants, he
sald,

“COMPOUNDING these “prob-
lems," Roxey added, “will be the
predicament of the buttding contrac-

1

“The new code not only eliminates
the Investment tax credit for new
constructlon cquipment, but also
substantiaily does away with the

“completed contract” method of ac-
counting for tax deferral purposes.”
(“Completed contract” Indicates a
method of accounting that allows a
bullder to defer a significant portion
of his income until the profect has
been completed)

“Now a contractor will have to
borrow money just to pay his in-
creased tax lHabllity, an addittonal
cost which will have to be passed
along. Certalnly, the cost of real es-
tate Is going to go up, and this wlll
have a negative effect not only on
the hausing market, but also on busi-
ness expansion,”

Often overlooked by tax reformers
Is the fact that there will not be a

similar rate change at the state and
tocal levels as there will be at the
federal leve),

“Both the State of Michlgan and
tocal municipal governments figure
thelr revenucs on the basls of the
taxpayer's adjusted gross income on
thelr federal tax forms,” he said. “It
stands to reason that, if the feds
disallow certaln deductions, bath the
state and municipalltles levying an
inceme tax will see an Increase In
revenue, since they probably will not
drop thelr rales and more of the tax-
payer's income Is exposed to the lia-
blity,

“The net result ls probably going
to be inflatlonary,” cautloned Roxey,
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softened in July

Michigan's Buslness Activity In-
dex edged upward by one point in
July to a level of 124, according to
Manufacturers Bank,

This places July 1996 actlvily 4.6
percent lower than July 1985, But on

date basls, N

stantlal decllne In the average hour-
ly work week in manufacturing. This
may be a prelude to weakness in.
what has been the strength in Michi-
gan cmployment, Liftman safd, _ .

a ) s
ccafnomy is 2.2 percent ahead of the
comparable seven months last year,
according to bank economlst David
Littmann.

In July, the steel and automotive
sectors galned, but there was a sub-

C this L avers
age hourly carnings in manufactur- ,
Ing also reached thelr lowest level of
the year durlng July, Both labor-
market Indicators suggest a slow-
down in the state’s manufacturing
sector,

of how loan officers make up their minds.

TheUltimate
TruthIn Lending,

To anyone who's never done it before,

For personal loans and the whole

applying for a loan can be a bewildering
experience.

All those questions, calculations and
telephone calls make borrowing seem
so confusing, .

Actually, it’s quite simple. Even logi-
cal. And to prpve that point, First of
America Bank is offering The Borrow-
ing Book, a straightforward explanation

'

In it you'll find the questions bank-
‘ers ask when you apply for a loan. You'll
read about the importance of debt-to-
income ratios ahd credit reports.

. And you'll learn about the wealth of
loans available from First of America
Bank, Everything from car and boat
loans to private lines of credit and bank
credit cards.: ’

story behind them, come to your nearby
First of America Bank office and get
The Borrowing Book free.

The plot isn't much, buc it could
have a very happy ending.
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substantially increases your ’
chances of developing heart
disease. By cutting down on
fatty, rich foods, you can do
yourself a big favor. You
could lower your blood cho-
leslerol level and reduce
your risk of heart disease.
For more information about
a planned and balanced
diet, contact your American
Heart Assaciation. We'll
give you some lree advice .
-on how to plan a dist good ) ;
for life. s,

Members FDIC.




