December 9, 2008

The Honorable Charles Rangel
Chairman
Committee on Ways and Means

U.S. House of Representatives
Washington, D.C. 20515

The Honorable Max Baucus
Chairman

Committee on Finance
United States Senate
Washington, D.C. 20510

The Honorable Jim McCrery
Ranking Member
Committee on Ways and Means

U.S. House of Representatives
Washington, D.C. 20515

The Honorable Charles Grassley
Ranking Member

Committee on Finance

United States Senate
Washington, D.C. 20510

Dear Chairmen Rangel and Baucus, and Ranking Members McCrery and Grassley:

We urge you to enact legislation at the earliest opportunity that would extend the
carryback period for net operating losses (NOLs) and include AMT (alternative minimum
tax) NOL relief. Such action would help struggling companies of all sizes — in all sectors
of the economy — retain jobs, make critical investments, and in some cases, stay open for
business.

A temporary extension of the NOL carryback period would provide an immediate
infusion of cash for those companies most in need. Under current law, businesses may
carry back losses for only two years, generating a tax refund to the extent of taxes paid in
those years. Losses that cannot be absorbed in these two years are carried forward, for
use against future taxes that may be owed. Legislation allowing companies to carry back
losses to earlier profitable years would simply convert a future tax benefit into cash
today, when it is most needed.

In the past, Congress has used NOL carryback relief as a ready tool to help lift the
economy out of recession. Most recently, the Job Creation and Worker Assistance Act of
2002 provided a five-year carryback for 2001 and 2002 NOLs and AMT NOL relief. This
action provided critical relief for struggling manufacturers, retailers, and companies in
many other industries. In other instances, Congress has provided even longer loss
carryback periods.

We would note that the “bonus depreciation” and “expensing” provisions were enacted as
part of the Economic Stimulus Act of 2008. For companies in a loss position, however,
increased current-year deductions generated by these provisions will provide little or no
economic help. An expanded NOL carryback period is one of the few effective means of
reaching companies most in need.



In short, an expanded NOL carryback period is a proven economic stimulus measure, one
that can deliver vital help to our nation’s struggling employers. If there was ever a time
for NOL relief, it is now.

Sincerely,
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