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A orney Profiled as
Crain’s American Dreamer

I

n many ways, Metro Detroit was built by
the hopes and dreams of people from
other countries. The June 2, 2014 edion of Crain’s Detroit Business included an
“American Dreamers” feature highligh ng
local immigrants who have had business
success. Ronald Acho, co-founder of the
Firm, was nominated and selected to be
recognized as one of those people.

Ronald G. Acho

Mr. Acho’s family fled Iraq when he was four years old to escape religious discrimina on against Chris an Iraqis and to
pursue a be er life. At age 20 he watched his family’s Detroit

grocery store be torched to the ground during the riots of
1967. The devasta on le his family penniless, without insurance or building ownership. Ambi ous and determined, Mr.
Acho worked as a clerk at Ford Motor Company’s Rouge Plant
while sending himself through college. He went on to earn his
law degree and was hired by CMDA in 1975. Since that me,
Mr. Acho has helped grow the firm and has spent countless
hours giving back to society.
“With opportuni es come responsibili es,” explained Mr.
Acho. “It is important to give back to the community, especially
to those who are less fortunate, so they, too, have the opportunity to improve their lives. In the long run, that helps us all.”

Crowdfunding Bill Intended to Assist
Entrepreneurs and Small Businesses

O
Robert J. Hahn

n December 30, 2013, Governor
Snyder signed into law Public Act
264, Michigan Invests Locally Exemp on (MILE), which permits crowdfunding for small business. It is an intrastate
exemp on from the State of Michigan and
Federal securi es laws, whereby Michigan
residents can invest in Michigan businesses.

Crowdfunding refers to funding a company by selling a small
amount of equity to a large number of investors. Michigan is
one of the first states to give people the opportunity to support growing local businesses such as restaurants, manufacturers, merchants, and service providers, by helping to fund their
startup and growth in exchange for a return on investment.
These investments can be made online. If the en re deal stays
within the State, the Federal Government does not have jurisdic on, and Federal securi es regula ons do not apply to the
transac on. On signing the bill, Governor Snyder said that the

in this

issue

new law will streamline government procedure and eliminate
unnecessary regula on.
Raising capital is a challenge all small companies understand.
O en small business owners have li le access to credit or capital investment and are limited to raising investment or borrowing from family or friends. The crowdfunding process is a new
and innova ve way for Michigan businesses to gain access to
capital to grow and expand, and to create jobs. Because it is
less formal than the process of registra on of securi es, it is
important for investors to carefully inves gate and evaluate investment opportuni es.
The crowdfunding law is intended to allow for more eﬃcient
access to capital. It permits a business to raise up to $1,000,000
per year or $2,000,000 per year if the issuer provides audited
or reviewed financial statements to the prospec ve purchascon nued on page 2
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Crowdfunding Bill (cont.)
er. An unaccredited investor having a net worth of less than
$1,000,000 can invest up to $10,000 a year per business. Accredited investors, having an income in excess of $200,000 (or
$300,000 for a married couple) or a net worth in excess of
$1,000,000, can invest an unlimited amount.
On April 5, 2012, President Barack Obama signed into law the
Jumpstart Our Business Startups Act (JOBS Act), which authorizes crowdfunding at the na onal level. Because of broad
poli cal support, it is expected that the Securi es Exchange
Commission and the Financial Industry Regulatory Authority will complete the rule making process this year, although
the new laws provisions governing equity crowdfunding have
been cri cized as unduly cumbersome.
Crowdfunding has poten al drawbacks. Costs, including ac-

coun ng and legal, may be significant. The law permits only
limited direct adver sing, and requires disclosures to investors and the State of Michigan on a quarterly basis. Investors
will have to be careful to avoid fraud and will have to consider
the possible diﬃculty of selling their interests if they wish to
get out of an investment.
We will address the issue of liquidity in a second ar cle discussing the recently introduced House Bill 5273, which would
permit the crea on of local stock exchanges, and would permit
investors and entrepreneurs to buy and sell in state stocks.
Robert J. Hahn
Robert J. Hahn is a partner in our Livonia oﬃce where he concentrates his prac ce on corporate and business law, commercial
li ga on, u lity law and collec on and creditor’s rights law. He
may be reached at (734) 261-2400 or rhahn@cmda-law.com.

Contribu ng to a Roth IRA through a
Backdoor Op on

M

any high income earners believe they cannot contribute
to a Roth IRA because of the
income limita ons imposed by the Internal Revenue Service (IRS). There is a
backdoor route high income earners can
take, however, to accomplish the same
thing as opening a Roth IRA directly.

Linda Davis Friedland

Step 1 – Consult with a tax advisor to determine whether a
Roth IRA is an appropriate re rement vehicle for you.

Filing Status
Income

Step 2 – Contribute to a non-deduc ble, Tradi onal IRA up
to the contribu on limit.
• Your contribu on will most likely be non-deduc ble given
the income limits, however, contribu ons to a Roth IRA are
not tax deduc ble anyway.
• Your contribu on will be your “cost basis” for tax purposes.

For 2014, the income and contribu on
limits for a Roth IRA are as follows:

MARRIED
Filing Jointly

MARRIED,
Filing Separately

SINGLE
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Despite the flurry of recent tax legisla on, the income limits
have remained in place for contribu ons to a Roth IRA. However, for conversions from a Tradi onal IRA to a Roth IRA, the
Tax Relief Unemployment Insurance Reauthoriza on and Job
Crea on Act of 2010 has removed these income limits, creating a backdoor for interested investors to u lize. To contribute to a Roth IRA through the backdoor, follow these steps:

Modified
Adjusted Gross

Contribu on
Limit

< $181,000

Up to the limit*

≥ $181,000, but
less than $191,000

Phased Out
Amount

≥ $191,000, eligible

Ineligible

< $10,000

A reduced
amount

≥ $10,000

Ineligible to
contribute

< $114,000

Up to the limit*

≥ $114,000, but
less than $129,000

Phased Out
Amount

≥ $129,000

Ineligible to
contribute

* The limit on contribu ons for 2014 for all tradi onal and Roth IRAs
is $5,500.00 ($6,500.00 if age 50 or older).

Step 3 – Convert your Tradi onal IRA to a Roth IRA.
• This process will be much easier if both your Tradi onal IRA
and Roth IRA are held with the same custodian, and if the deposit to the Tradi onal IRA and the conversion to a Roth IRA,
are part of one seamless transac on.
• Do not confuse a conversion with a distribu on, the la er of
which will subject you to a 10% penalty if under age 59 ½.
• The amount of the conversion will be limited to the $5,500.00
(or $6,500.00, if over age 50) assuming that a new Tradi onal
IRA is being opened just for this purpose.
• For those with an exis ng Tradi onal IRA, the limit will be
the balance of the account. Keep in mind, however, that the
amount of the conversion will have to be reported as ordinary
income, so it may be best to convert smaller por ons of anexis ng Tradi onal IRA over a number of years.
• In determining whether it would be be er to convert smaller
con nued on page 3
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Contribu ng to a Roth IRA (cont.)
por ons of a Tradi onal IRA over a number of years, considera on should be given to whether the amount of the conversion will result in a bump up to a higher tax bracket.
• More likely than not, if requested, your custodian will leave
one penny in your Tradi onal IRA account so that this process
can be repeated every year. (Be sure to ask if interested.)
Step 4 – Make note of any income tax due as a result of the
conversion to the Roth IRA.
• The income tax due will be zero or close to zero if the nondeduc ble deposit into the Tradi onal IRA is followed by an
immediate conversion into a Roth IRA.
• If the conversion results in a higher tax bracket, or more income tax due than the budget allows, then work with your
custodian to reverse the process.
Step 5 – No fy the Internal Revenue Service.
Make sure that IRS Form 8606 is filed with the income tax
return for each year that a backdoor Roth IRA contribu on
is made, in order to alert the IRS that the deposit into the
Tradi onal IRA is non-deduc ble. This will also help maintain

Designated Roth
401(k) Account

records of the cost basis.

Roth 401(k) Plans Oﬀered through Employer
For those who have access to a Roth 401(k) Plan through work,
this could be a viable alterna ve, or addi on, to the Roth IRA.
A Roth 401(k) has no income limit, but for 2014, the contribuon limit is the same as for a regular 401(k): $17,500 ($23,000
if age 50 or over). Contribu ons can be made to both a Roth
401(k) and a regular 401(k) in the same year, so long as the
contribu on does not exceed the $17,500/$23,000 limit.
The most noteworthy dis nc on between a Roth IRA and
a Roth 401(k) is that the Roth 401(k) is subject to the same
minimum distribu on rules as a tradi onal or regular 401(k)
require. Of the three vehicles, the Roth IRA oﬀers the most
flexibility in re rement, although contribu ons are more difficult during the accumula on years for high income earners.
The following chart may provide assistance in determining
whether a Roth IRA, Roth 401(k), or a tradi onal or regular
401(k) is the best op on for your par cular situa on:

Roth IRA

Tradi onal, Pre-Tax
401(k) Account

Contribu ons

Designated Roth employee elec ve
contribu ons are made with a er-tax
dollars.

Roth IRA contribu ons are made with
a er-tax dollars.

Tradi onal, pre-tax employee elec ve contribu ons are made with
before-tax dollars.

Income Limits

No income limita on to par cipate.

Income limita on for 2014:
• modified AGI married $191,000/single
$129,000

No income limita on to
par cipate.

Maximum
Elec ve
Contribu on

$17,500 for 2014, plus an addi onal
$5,500 for employees age 50 or over.

$5,500 for 2014, plus an addi onal $1,000
for employees age 50 or over.

Same aggregate limit as
Designated Roth 401(k)
Account

Taxa on of
Withdrawals

Withdrawals of contribu ons and
earnings are not taxed provided it’s a
qualified distribu on (the account is
held for at least 5 years) and made:
• On account of disability,
• On or a er death, or
• On or a er a ainment of age 59½.

Same as Designated Roth 401(k) Account
Withdrawals of contribuand can have a qualified distribu on for a
ons and earnings are
first me home purchase. Note:
subject to Federal and
• Contribu ons may be withdrawn without most State income taxes.
tax or penalty at any me.
• Conversions may be withdrawn without
tax, (and without penalty, but only if held
for 5 years.)

Required
Distribu ons

Distribu ons must begin no later than No requirement to start taking distribuage 70½, unless s ll working and not a
ons while owner is alive.
5% owner.

Same as Designated Roth
401(k) Account.

Source: Internal Revenue Service. This ar cle is not intended to provide tax advice. A tax advisor should be consulted when making a
contribu on, conversion or withdrawal from any re rement vehicle.

Linda Davis Friedland
Linda Davis Friedland is an a orney in our Livonia oﬃce where she concentrates her prac ce on commercial li ga on, employment
and labor law, corporate and business law, estate planning, u li es Law and municipal Law. She may be reached at (734) 261-2400
or lfriedland@cmda-law.com.
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Office Locations
CALIFORNIA

Livonia

Riverside

33900 Schoolcra Road
Livonia, MI 48150
Telephone: 734.261.2400
Facsimile: 734.261.4510

3801 University Avenue
Suite 560
Riverside, CA 92501
Telephone: 951.276.4420
Facsimile: 951.276.4405

Sterling Heights
43409 Schoenherr Road
Sterling Heights, MI 48313
Telephone: 586.731.5000
Facsimile: 586.803.1034

Traverse City
400 West Front Street
Suite 200
Traverse City, MI 49684
Telephone: 231.922.1888
Facsimile: 231.922.9888

Grand Rapids
2851 Charlevoix Drive, S.E.
Suite 327
Grand Rapids, MI 49546
Telephone: 616.975.7470
Facsimile: 616.975.7471

MISSOURI
Kansas City
1600 Bal more Avenue
Suite 200B
Kansas City, MO 64108
Telephone: 816.842.1880
Facsimile: 816.221.0353

On Law is a monthly publica on from the law firm of

Cummings, McClorey, Davis & Acho, P.L.C.
On Law is intended for informa onal purposes only and should not be
used as a subs tute for individual legal advice. Please consult an a orney
regarding your par cular situa on.
Comments and ques ons regarding specific ar cles should be addressed
to the a en on of the contribu ng writer. Remarks concerning miscellaneous features or to be removed from the mailing list, please contact
Jennifer Sherman.
To reference previous issues of On Law, please visit www.cmda-law.com.
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