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Ford overcame the myth to remain

For most of his life in a town
where we have 1o drag out a televi-
slon weatherman to {ili a 1able of
well-known cetebrities, Henry Ford
{1 was always the one we could point
10 when we tried to explain what this
clty ts all about.

By now. the culogies are about
over, even the ones that belatedly
noticed hat, despite the way his
neck never quite it Into an opening-
night tux, Ford's name seemed to be
on the check for about everything
that passes for culture in this Paris
of southeastern lawer Michigan.

The scramble 1o say nice things
about Ford seems to have been led
by the folks who had been kicking
him in the shins for the past 10
years, even while he cased the com-
pany that was his life into a shape
that allawed it to [lourish on its own
without him.

HE 11AS been admired for saving
Ford from scoundrels at the end of
World War il, cnvied or chided far a
somewhat rocky sideline as a ladies’
man, characterized as autecratie,
carthy, sometimes overbearing or
even erratic,

Had we thought a bit, we might
have questioned why any company
ruled with an iron hand, by someone
allegedly defensive about his own
powet, scemed to have more than its
sharc of tough, independent, articu-
late executives over the years, in-
cluding a labor boss who rolled into
the exceutive garage his first week
on the job on a motercycle. Or why
Ford's “mistakes™ seemed to work
themselves out — even when he re-
placed Lee lagocea with the bland
organizational abilities of a Phil
Caldwell.

[’”\ auto talk

. Dan

A%, McCosh

GIVEN HIS trcatment of the
press, which went beyond disdain or
distrust o a kind of whimsical fool-
ing around. it's not surprising that he
never managed to get the record
straight.

Al jeast twice, he spilled major
news stories while chatting with a
reporter in a public rest room. As
easily, he would clam up in a sched-
uled i view
Retiring, he never turned off the
paper shredder, even in the presence
of a would-be biographer.

As a result, we never got the real

To understand tax law,

Of al) the many questlons people
ask me regarding financial planning.
none matches the interest and confu.
slon that surround tax pianning in
general and tax shelters in particu.
lar. This column deals with tax ptan-
ning under the new tax law.

Income, losses deflned

The accompanying chart presents
the three major categorices of income
under the new lax law: active in-
come, portfolio income and passive
income.

Until 1986, portfolio losses (losses
from the sale of stocks and bonds)
and passive losses (tax losses gener-
ated by tax shelters) were {reely
used to reduce active or salary in-
come. In fact, this was the main ba-
sis of tax planning.

Under the new law, however, loss-
es and Income from the three cate-
gories don't mix, Consequently, 13x
shelter and portfolio losses can’t be

used to offset salary income.
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This fact alone has complelely
changed the nature of tax planning.

Income, losses in each category

Tax shelter and portfolio losses
are not entirely wasted. Losscs and
credits fram a passive activity can
be used to offset income generated
by limited partnerships.

Similarly. portfolio losses can be
used to offset portfolio income. How-
cver, a passive loss cannot offsel
portfolio income; likewise, a port-
folio loss cannot offset passive in-
come.

Passive, portfolio income defined

A passive activity is one that in-
volves the conduct of any trade or
business in which the taxpayer does
not materially participate.

Any rental activity (with onc ex-
ception} is a passive activity, regard-
less of whether the taxpayer materi-
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ally participates. For a taxpayer to
he considered materially participat-
ing in a trade or business activity. he
must be involved in the operations of
that activity on a “regular, continu-
ous, and substantial basis."

Interestingty, limited partnerships
— typically known as tax sheliers —
are treated as interests in a passive
activity without regard to whether
the 1axpayer materially participates
in that activity.  °

Portfolio income is simply defined
as interest, dividends, royalties and
gains from the sale of property held
for investment {and not held under
passive actvity). .
Can taxes be reduced?

The answer is yes. For instance,
current and future taxes on active
income can be reduced by contribu-
tions to qualified plans and insur-
ance-related investments,

Similarly. i past tax shelters gen-
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QUOIZEL DAYS! A MAGIC MONTH FEATURING THE pis- @
TINCTIVE PRODUCTS OF ONE OF THE COUNTRY’S PRE-
MIERE LIGHTING MANUFACTURERS. ON SALE NOW —
DECORATIVE LALIQUE-STYLE CEILING FIXTURES —
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FLUSH-MOUNTED. GRACEFUL AND ELEGANT AND
APPROPRIATE FOR ANY DECOR.
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Ferd, but we seemed to need some-
body {lesh and blood to offset the
facoless power of the three corpo-
rate bureaucracies that dominate
most people’s lives around here, and
e dig some job as the symbo) of the
big industrialist in charge.

He was the posiwar generation's
Big Guy. spiritual leader of the en-
trepreneurs who turned everything
fram wheel covers to toilet scals
into personal fortunes ovenight. He
never sweated in his family’s plants,
but he seemed barn with the kind of
judgment that gets honed in an in.
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i
dustry where a busd move cun luse
you a hand or dump puddle of mol-
ten steel on the plant floor,

R a gencration that misspent
1ts wealth, but also spread it around.
“The big money from Detroit invent-
et the shopping center and bought a
large piece of southern California,
while the small paychecks redeco-
rated basements

Unlike, the generation that fol-
lowed, which seemed mildly cinbar-
rassed by anything connected with &
factory, Ford never seemed to forget
where it came from. You got the
feeling that he didn't think being rich
was a matter of having money. but
of pushing it around, making it build
buildings. factories and mere cars.

FOR SOME reason, we scemed 16
get disenchunted with the Ford leg:
end just when we became disen-
chanted with Detrolt as an industrial

man

Meeeu. Aside from severil dercgate-
ry books, the publieny from yet
more famnily Infighting began to
dommnate the Ford aneedotes,

But he stayed a step ahead. Biog:
raphers took u decade 10 begin sh
ing John Kennedy in his underwear.
Mure often than not, Ford did it for
us. on the sput, coming up with a line
lke “pever complain. never ex-
plan”

Still, today I wonder whether be.
tween the marches into the swim-
ming pools and interviews in the
flashing lights of a squad car, he was
ims)sting on demolishing his own
myth. makang it understood that al-
1er all. he was just another man and
you were better off standing on your
own feet

Just hike he did.

Dan McCosh 18 the auto editor of
Fopular Science

s

F

erate Josses this year, it is passihle to
use these losses by investing in limit.
cd partnerships that will generate
passive income this year. However.
the rules are extremely complex.
and 1 urge you to consult your finan-
cial planner, who should do the tax
planning for you this year.

Seminar: "How to invest Home
New lpvestment Op-
portunities: New Tax Law After One
Year. The sermnar. sponsored by
the Observer & Eccentric Newspa-
pers and Coordinated Financial
Planning, will be 7.9:30 pm.
Wednesday, Oct. 21, at the Kingstey
fnn. 1475 N. Woodward, Bloomlield
Hills

Autofact meetings

will run Nov. 9-12

To avoid deteriorating inte a sec-
ond- or even thrd-rate manufactur
ng nation. American manufscterers
must expand the yse of innovative
technologies 1n their factories This
message will sound loud and clear
during the Autofact 'B7 Conference
und Exposition at Detroit’s Cobo
Conference Extbition Center Nov

19

Focusing on the automated facto-

ry that uses computer-hased techno
logies to integrate the entire busi-
ness-engineeringmanufacturing
cvele, the four-day Autofact conven-
tion wil} be the largest In its 10-year
history and will attract manufactur
Ing enginvers and executives
to improve productivity. pi
guality and world compenitive:

At the conference. 150 indusiry
s will make preseniations

in all of the fo
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At Health Alfiance Plan. we know that keeping vou heaith
job. That’s why we offer you ntore than 300 personal care physicians and mare than 1100
specialists in virtually every medical field.

And these specialists are also located at points all over
southesstern Michigan. Health Alliance Plan is affiliated
with 18 major hospitals, 23 medical centers and hundreds of
private doctors offices. So you'll never have far to go no
matter what kind of health care you need.

For more information, call §72-8100. And find out why
Health Alliance Plan is just what the specialists ordered.

is more than a one-doctor




