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Sale Lease Back Flnancing
Talking Points for Mayors to Members of Congress

) I am calling about legislation pending in both Heuses of Congress that would shut down Jease
financing and drive up the cost of leasing eguipment and propeity to cities and other tax-exempt

organizations. -

The provision is included in S. 1637 in the Senate and IR 3971 in the House. ] understand these
ase both broad tax proposals which mainly aim to pravide tax relief to manufacturers and repeal a
corporate tas break that the World Trade Organization has ruled illegal. B

- According to the Joint Committee on Taxation these provisions will harm us in two ways: (1) they
will shut down lease financing which will cause cities to lose $5.4 billion over the next len years;

and (2) impose a $21 billion tax-increase on leasing companics and investors who lease equipment
and property to state and local governments. We are convinced this huge tax increase will be h
passed on to state and local governments [n increased leasing costs.

if thesc provisions ate enacted, new strict Jimits will be impascd on tax dcductions for companies
that lease 1o cities and other tay-exempt organizations. While we understand these provisions aim
ta shut down ccrtain lease arrangements, they arc written so broadly that they would apply to all

leasing transactians. - -

The provisions are desjgned 10 da away with Jeasing arrangements where an investor (Jike a bank)

leases infrastructurc property (like a subway line) from a city, and then leases the property back 1o
" the city. Under this financial arrangement. the investor pays the city a significant sum up front
which can be used to expand or improve the infrastructure project. The investor is allowed to
depreciate the property over the term of the lease and receive a tax deduction. -

This type of financing has been around gince the early 80s and has been available m both the
public and private sector. But now some in Congress want to eliminate it, but only for cities and

other tax-exempt entitiés. The question is why? -

To qualify for a deductions under the proposed strict rules, investors will not be allowed to take
deductions for property thal was financed direcily or indirectly by tax-sxempt bonds; and they
must maintain a 20 percent equity investment in the property.

These new limits, along with others outlined in the bills, run contrary to common practice in the

leasing industry. Under these new lirnits, not only will current investors who engage in lease ~

financing with tax-exempt entities be disqualified for a tax break, but companijes that engage in '
~traditional leasing of cars, trucks, computers and copy machines will be disqualified as well.-

We strongly urge you to work 1o cnsure that these limits on tax-exempt leasing are not included in
any final legislation. )
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