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‘S’ corporations can reap benefits, cut taxes

By 8id Mittra
spocial writor

In 1987 the highest personal and
corporate tax brackets are 38,5 per-
cent and 40 percent, respectively. In
1908 they will be further reduced to
2B percent and 34 percent, respec-
tively. It Is therefore easy to see that
slgnificant tax benefits may be real-
ized 1f corporate profits taxed at
highest tax bracket could be taxed at
the indlvidual's tax rate. This can be
accomplished rather routinely,
thanks o the existence of Sub-
chapter S corparations,

How S Corporation Operates

S Corporation allows corporate

awners to enjoy a number of henefits
of corporate stntus, while at the
same time pay less taxes by way of
being taxed at individual rates, In an
S Corporation the Income and deduc-
tlons are passed by the corporation
to its shareholders, who then pay in-
come tax at their personal tax rates.

To be sure, not everyone can elect
the S Corporation atatus. The follow-
ing are a few of the criteria that
must be met before the status s
granted:

® An 8 Corporation must have no
more than 35 sharcholders, all of
whom must be US. citizens or resi-
dent aliens,

® All shareholders must be real
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people, mot corporation, partner-
ships, or other legal entities.

® S Corporations may issue only
one class of atock, but different
shares are permitted to bave differ-
cnt voting rights.

® Banks, savings and loams,
finance companies, insurance com-

panles and other financial institu-
tions are, for the most part, prohibit-

from g S Coroporatlon elec
tions.

@ All shareholders must give
thelr consent in wril
‘The PIG Issue

One of the major advantages of an

S Corporation lies In its use as a pas-

sive income gencrator (PIG). Under
the New Tax Law, passive losses can
be used only to reduce passive in-
comes, since the opportunity of re-
ducing your actlve income by pas-
sive losses Is no longer avallable,

In this setting, It is easy to see that
if you have passive losses generated
by tax shelters you have purchased
in the past, you are out of luck, But
this situation is not hopeless. If you
are a sharcholder In an § Corpora-
tion and do not actively participate
In the business, the income derived
from this corporation may provide
the passlve Income you need.

S Corporation Is Not Universal An-

swer

As Is geperally the case, S Corpo~
ration has several drawbacks. For
one thing, it doesn't generate any tax
savings if the corporation's tax rate
is lower than the individusl's tax
rate, as would be the case where the
corpnmllon is relatively small, For
another, a regular corporation con-
verting Into S Corporation may still
be subject to corporate taxes if
sive Income for Invesiments, divi-
dends or capital galns exceed cer-
tain limits,

‘The rules governing Subchapter §
are complex. Consult your flzancial
planner if you wish to take advan-
tage of this Jegal entity.

Wise business owner uses publicity to fullest

The smart cntrepreneur will use
publicity to the fullest advantage
when carrying out the promotional
activity of the small business. As
mentioned last week, publicity is
free and allows the firm to reach
current and potenttal customer mar-
kets via the medla.

Don't be fooled Into thinking that
successfully genemung publicity as
a business requires knowing some-
one directly involved in the media;
nothing could be further from the
truth, When a flrm can attract atten-
tion to itself (or its products and ser-
vices) In an Innovative or creative
manner, publicity is sure to follow.

“Jumpin’ the Jell-0" is one gim-

mick that turns up every so often
and works every time if well orga-
nized by the sponsor. A car-stereo
shop In Sacramento, Callf,, came up
with the ides, which involved offer-
ing prizes to anyone willing to dive
lnto a 360-gallon vat of Jell-0 nnd
retricve one of 60 marbles at the
bottom of the vat.

Because teennge drivers repre-
sented one of the owner’s principle
target customer markets, the I
rock radlo stations became Involved
by annmouncing the event and then
covering It live. More than 500
divers jumped at the chance to com-
pete, causing the owner to hold a
drawing to distribute the prizes. The
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amount of free radio and television
coverage he received would have
cost more than $10,000 if pald for
via advertising,

Press releases sent to the key
newspapers, magazines or nblolds is
another means of publieizing prod-

ucts and services. During the peak
wedding-planning season, Weddlng
House of Wyandotte bad its market-
ing firm create a press release
focusing on the wedding-planaing
process while relating the story to
its own product, Weddlng in a Box.
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© TRAFFIC DISPLAY

Thursday, May 21 — The latest
traffle and maintenance equipment
will be on display free from 10 a.m.
to 4 p.m. in the Southfleld Civic Cen-
ter, 10% Mile and Evergmcn mds

meets at 5 p.m. at the Detrolt Golf
Club in Detroit. Information: 363~
§200.

® CAREERS IN TRANSITION

Thursdays, May 21-June 11 —
“Careers in Transition” will be of-
I%x“)ed 7-10 p.m, in Roches!

Free lun
Wllllum F. Suvugn, 1 (517) 878 232!
Institute

of T

ter. Fee:
370‘3033 Sponmr

Englnecrs, International M
Slgnal Assoclation, Michigan Park-
Ing Assoclation.

© CITY DEPARTMENTS

Thursday, May 21 — “Knowing
Your City Departments” small busl-
ness workshop offered 6:30-7:30 p.m.
at the Michigan Center for High
Technology in Detroit. Fee: $20. In-
formation: 577-4850, Sponsor: Wayne
State Unlversity.

© PURCHASING
MANAGEMENT

Thursdny, Moy 22 — Purchasing
Management Assoclation of Detroit

Oakland ¢ y Cen-
ter.
[ ] PENBION PLANNING

turday, May 23 — Pension
Plnnnlng for Small Business Own-
ers” offered from 8:15 a.m. to 3 p.m.
at WSU’s McGregor Memorial Con-
ference Center In Detroit. Fee: $45,
Informatlon: 577-4865. Sponsors:
Wayne State University, U.S. Small
Buslness Administration,

@ BLACK ACCOUNTANTS

Satarday, May 23 -~ National As-
of Black A
scholmhlp award dinner at6

er beging
p.m. in Cobo Hall in Detrolt. Fee:

Special
Citronella
Bug Chaser

Candles
oxplres 8/4/87
Sugg. Ret. *2.39

OURPRICE *1*

Farmington Hills
rehard Lk. Rd.
at 12% Milo
855-3838

ALL YOU NEED 1;(8) TOSS-A-PICNIC

Livonla
a1 7 Mile & Middisbelt
78-8502

FREE

Southfleld
Southfieid Road
at 11% Milo
557-8152

the facts.

I boughe my first car with $600 cash.
1£1'd leased ic and speculated with the money,
who knows where I'd be today?"

Lots of people who buy cars would be better off
leasing. Because leasing can put a new car in your
garage with no down payment, and get you cash for
your present car. Before you tie up your capital, get

Counsel with us. If leasing Is right for you, we'll
develop a lease based on your kind of driving. But i
itisn't, we'd be Just as happy to sell you a car.
Leasing all makes and models at competitive rates.

BILL SNETHKAMP LEASING INC.

“SERVING THE COMMUNITY"
FOR OVER 25 YEARS

645-6161

$50. Information: Catherine J. Mur-
ray, 896-2600.

@ STARTING A BUSINESS
Saturday, May 23 - “Start Up Ba-

sic” offered from 9 am. to 1 p.m. in

Troy. Fee: $35. Information: Ruth

groﬁt, 649-88{5 Sponsor: Start A
us

® CHOOSING A BUSINESS

Monday, May 2! 'Choosing the
Best Business” beglm at 7 pm. In
Troy. Fee: §15, Information: Ruth
Probst, 649-8646. Sponsor: Start A
Business Store.

@ PROPERTY DEVELOPMEN‘I‘
Tuesday, May 2 Apartment
Management will be Loplc of lecture
6-8 p.m. In Detroit. Fee: $40, Infor-
mation; Lynne E. Fuller, 577-4710.
Sponsor: Wayne State University's

college of lifelong learning.

® SECURITY

Tresday, May 26 — “Making Your
Business Secure” small business
workshop offered 6:30-7:30 p.m. at
the Michigan Center for High Tech-
nology in Dclroli. Fee: $20. Informa-
tlon: 577-4850, Sponsor: Wayme State
University.

@ CASHFLOW PLANNING

y, May 26 — ‘Cash Flow
Planning for the Small Business"”
workshop offered 6:30-7:30 p.m. at
the Michigan Center for High Tech-
nology in Detroit. Fee: $20. Informa-
tion: 577-4850. Sponsor; Wayne State
University,

® INDEPENDENT
ACCOUNTANTS

‘Taesday, May 26 — Independent
Accountants Association meets at 6
p.m. at the Kingsley Inn in Bloom-
{fleld Hills, £82-3560,

One of the natfonal tablolds (with
a readership of 3.4 million) ran the
release including-ordering and price
information. Demand for the box
skyrocketed, and it cost Wedding
House nothing to obtain this national
exposure,

There are several publications
avallable to assist the individual or
Hirm Interested in pursuing publlcity
as a means to promote themselves
or their businesses. “The Unabashed
Sell-Promoter’s Gulde,” written by
Dr. Jeffrey Lant, i3 an excellent
book, which nsses “‘what evi
man, woman, child and organization
in America needs to know about get-

ting ahead by exploiting the media.”

The book 1s available by writing
Lant at 50 Follen Street, Sulte 507,
Cambridge, Mass. 02138. Another
manual, “Promotional Gimmicks,”
pmpamd by the staff at En-
trepreneur Magazine, is abvallable
at the Start a Business Store, 2080
W. Big Beaver, Troy 48084 or by
calling 649-8646.

Mary DiPaolo is the owner of
MarkeTrends, a Farmington
Hilisbased business consulting
Jfirm. She ts also producer and
host of the cable television series,
“Focus: The Small Business Envi-
ronment.”
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About 1,100 ecmployees are
scheduled to work at the 283,000
square-fodt headquarters ullc.
many of whom are now scattered
in offices throughout southeastern
Michigan or nt the wnpornry

Highway ln Sonthﬂeld.

According to Myled, the bank
has already sold three office build-
Ings, two In Bloomfield Hills and
one in Troy, is trying to sell at least
two more. It will vacate a total of
seven or elght sites, some of them
currently being leased, in consolis
dating operations.

‘The corporation will continue to
own the Livonia bullding on Merri-
man, but employees there will be
transferred to headquarters.

Michigan National
unveils new complex

Mylod sald the cost of numing
the new headquarters would ‘be
about $1 million more annua)ly
than the cost of running its varigus
offices.

“The extra expense will be mere
than worth 1t .. . We were con-
ducting meetings In nuwmubUw
and by telephone,”

In addition to the executive al—
fices, key corporate divisions that
will be moved to the new complex
include Investment g, per-
sonal * financlal services, legal,
human resources, credit, commer-
cial banking, trust, controlleu, au-
diting and purchasing, .

‘The complex will include sin-
dries stores, library, auditorium
and 400-person cafeteria,

McDONALD
& COMPANY

SECURITIES, INC.

has moved to new
and larger offices at

260 E. Brown Street, Suite 150
P.O. Box 4475 .
Birmingham, Michigan 48012

to accomodate our growing staff now
numbering 20 investment professionals
and support people providing creative
financing for business and government
agencies throughout Michigan and
complete services for individual investors,

Eugene H. Bosart III

Managing Director
Resident Manager
540-1221

Daniel F. Austin
Senior Vice President
Public/Corporate Finance

540-5230

McDONALD & COMPANY

ECURITIES, INC.

Investment Banking and Full-Service Brokerage

Member NYSE

Member SIPC




