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Oakland business Soup calls
for taxes to fix county roads

BY ANDREw Dternnnrcn
C RA I N'S D E'T R O'T IJII.SINO.S.S

A group of Oakland County
businesses and planners foresees
a $1.5 billion transportation-bud-
get shortfall within a decade and
wants the county to consider
adding a 4-cent-a-gallon gas tax
and raising the local sales tax in
response.

The Oakland County Buslness
Roundtable is worried that deteri-
orating roads ancl congestion in
the county pose safety problems
and could hamper economic de-
velopment.

However, Oakland County Ex-
ecutive L. Brooks Patterson said
i t  i sn ' t  l i ke ly  tha t  any  o f  the
roundtable's recommendations to
raise funds to fix roads will go far
anytime soon.

The recommendations were
part ofthe Business Roundtable's
annual meeting last week. The
group comprises volunteers who
advise the county on business
and civic matters.

At the meeting, Gov.-elect Jen-
nifer Granholm made her f irst
public cornments since her former
boss, Wayne County Executive
Edrvard McNamara, had records
seized by federal authorities.

Under a recommendation frorn
the 23-member Oakland County
Business Roundtable Transporta-
tion Committee, the so-called con-
gestion fund would address the

shortfall six ways:
I A 4-cent Oakland County gas

tax that would raise $28 million a
year.

I A O.5-mill county property-
tax increase that would raise $23
mil l ion a year.

I A 0.5 percent local sales tax
that would raise $80 million a year'.

I A 20 percent increase in vehi
cle registration fees that would
raise $9.6 mil l ion.

I A $25 flat-rate clriver's li-
cense fee that would raise $14 mil-
l ion annually.

f A $ surcharge on all traflic
violat ions issued in Oakland
County.

The hrst ltve soulces wou.ld gen-
erate about $154.6 million a yeil',
while the traffic-violation funds
would be divided betrveen the com-
munities and the Trafflc lmprove
ment Assoclatlon of Oakland County.

Addit ional ly, the committee
recorntnends putting more pres-
sure on state and federal sources
for road building and repair.

Patterson, horvever, has doubts
about short-term prospects for
the recommendations.

"I don't think the public would
vote for many of these things to-
day," he said. "I t 's just not going
to happen until people realize the
federal government isn't going to
bail us out, and the state is not go-
ing to come to our rescue. Once
the roads become absolutely god-
awful, the public will realize that

it has no choice to bail itself out."
According to the Business

Roundtable 2002 Annual Report,
the Road Commlsslon for Oakland
County estimates the need over
the next 10 years to be $1.7 bi l-
lion. Current levels of state and
federal funding would provide
$200 million.

"If  addit ional funding is not
found, congestion wil l  worsen,
more accidents will happen and
economic development will suf-
fer." said Alan Kiriluk. chairman
of Troy-based Klrco and chairman
of the Business Roundtable
Transportation Committee.

Patterson said the next step
will be an education and market-
ing campaign to determine the
level of support for the recom-
mendations.

Even if the proposals enjoyed
popular support, several hurdles
would have to be cleared.

For example, the gas tax would
require a Iegislative amendment,
the local sales tax would require a
statervide and countywide vote,
the property-tax increase would
have to go before county voters.
and the sources involved in funds
from vehicles would require leg-
islative change.

The roundtable has gr-own to
l28 business and government rep-
resentatives since Patterson
started the group in 1993.
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Ex-SES customers
unlikely to be liable
for unpaid taxes

BY BRENT SNAVELY
L' I]A I N'S D ET IIO I ?'iI,/S'N''S.S

Hundreds o[ busitress owners in
Michigan and elsewhere nervous-
ly watched the downfall of Slmpll-
fled Employment Servlces
lnc. over the past 18
months, worried they
could be liable for feder-
al taxes that the compa-
ny was supposed to pay
on their behalf.

"The federal with-
holding tax would sink
tus if we were to be held
responsible tor the IRS
not being paid," said
Allen Marsh, vice presi
dent of 4M lndustrles lnc.,
a machine shop in
Flrmington Hills and a
former SES client.

Fortunately, it ap-
pears Marsh has little to
worry about. The de-

Wumrur IRS

lThe Intemal
Revenue Service can
assess a trust-fund
recovery penalty on
the principals of a
company equal to
100 percent of the
unpaid taxes. The
penalty lasts 10 years
and can be extended.
I During that t ime,
the IRS can go after
whatever new assets
the former principals
acquire.

But SES no longer exists. It filed
for Chapter l1 bankruptcy July 9,
2001, and all rernaining client con-
tracts were sold in Jttne to Trov-
based Troy Deslgn Inc.

Wreford said the IRS can assess
a trust-fund recovery
penalty on the princi-
pals of a company that
is equal to 100 percent of
the unpaid taxes. The
penalty lasts 10 yeat 's
and can be extended.
During that t ime, the
IRS can go after whatev-
er new assets the lbr-
mer principals acquire.
Wreford said.

S t i l l .  Lambka and
Bray can chal lenge
those penalties in court.
Plus, they nray never
have the lnoney to pay
the taxes owed.
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funct SES, not its custorners, is ex-
pected to be responsible for most of
the back taxes, said Sarah Wreford,
media-relations specialist for the 1n-
temal Revenue Servlce in Detroit.

As a professional employer or-
ganization, SES would collect pay-
roll and taxes under contract to
manage rnost human-resource re-
sponsibilities for customers, espe-
cially small and midsize business-
es. In many cases, SES would hire
a customer's work force, then
lease the employees back to the
customer.

Problem was SES co-owners
Dennis Lambka and I lon Bray
were using some of their cl ients'
tax payments to prop up their own
fai l ing company, according to
their own court testimony.

Former CEO Lambka and for-
mer COO Bray, both 48, pleaded
guilty last Wednesday in U.S. Dle
trlc't Court in Detroit and agreed to
serve five years in prison. Sentenc-
ing is expected in several weeks.

Wreford said the federal govern-
ment generally targets the ofhcial
employer for tax collection. Most
former SES clients, including 4M
Industr ies, had contracts that
clearly designated SDS as the ofli-
cial employer.

By underreport ing the nloney
earnecl by employees of their
clients, Lambka and Bray defraud-
ed the federal government out of
more than $50 million, according to
the federal document that formally
charged the two men with crimes.

Wreford said col lect ing those
taxes is a civil procedure that so
far has taken a back seat to the
IRS' cr iminal investigation. The
civi l  col lect ion wil l  resume in sev-
eral weeks after U.S. Distr ict
Judge John Feikens sentences
Lambka and Bray.

In general, Wreford said, the IRS
goes after the employer of record
first and the principals of the com-
pany second.

At that point, rvi l l  the
IRS go after SES' forrner clients?
Wreford won't say.

But so lar, the IRS hasn't  done
that. said Joe Whall, a forensic ac-
countant and president and
founder of The Whall Group Ltd. in
Auburn Hil ls.

Whall becarne CEO of SES irr
.Iuly 2001 after it hled for bankrupt-
cy pt'otection and he continues to
oversee payments to creditors.

Whall said the IRS has left [or-
met' SES clients alone. as long as
records prove that the corlect
amount of money was init ial ly
paid to SES.

Marsh estimates that his compa-
ny is supposed to pay the federal
government nrore than $300,000 a
year in taxes each year, but he
doesn't  know if  SES forwarded
those payments to the IRS between
1997 and 2001.

Sti l l ,  Marsh continues to deal
with a tangled web of medical
clainrs that arr ive each nronth -
even thongh his contract with SES
ended more than a year ago.

"I don't think a day has gone by
since July of2001 where I have not
spent some resources or sonte ofnry
titne softing out some of the darnage
that has been done by this," Marsh
said. He estimates that 4M Indus-
tries has paid more than 915,000 in
employee medical bi l ls that were
supposed to be covered under a poli
cy managed by SES.

Besicles five years in prison, the
guilty plea signed by Lambka and
Bray reqtrires thern to cooperate
with an investigation, to identify
any property they obtained with
Inoney gained illegally and to pay
possible fines of 9750,000.

Both tnen pleacled guilty to con-
spiracy to defraud the United
States, conspiracy to cornmit bank
fraud and conspiracy to commit
theft or enrbezzlement from ent-
ployee-benefit plans.
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