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May 9, 2007

Assemblywoman Sally Lieber
State Capitol, Room 3013
Sacramento, CA 95814

RE: Assembly Bill 1370
CHI Position: Support

Dear Assemblywoman Lieber:

On behalf of the California Healthcare Institute, whose more than 250 members include our
state’s premier life sciences companies and academic research institutions, I am writing to
support AB 1370 — legislation that would, for taxable years beginning on and after Jan. 1, 2008,
allow net operating losses (NOL’s) to be carried forward for the 20-year period following the
year in which the NOL was deducted.

California is the worldwide headquarters for biomedical research and development. More than
2,600 biomedical companies are devoted to solving major unmet medical needs such as
cardiovascular and respiratory disease, cancer, diabetes, AIDS/HIV and other infectious
diseases. In order to remain competitive in the U.S. and globally, California must implement tax
policies that encourage businesses to operate and grow in the state.

In its present form, California’s net operating loss policy does not meet the unique needs of the
life sciences industry. The long research and development timelines and rigorous FDA approval
process typically cause companies to incur losses for 15 years before a product reaches the
market and generates profits. California’s current 10-year carry forward standard does not
recognize this reality and should be increased to 20 years, in conformity with several other states
and the federal government. Furthermore, NOL reform should allow these companies to
transfer and sell their losses, providing them the ability to generate needed capital up front to
continue their development of life saving therapies.

CHI is committed to enacting responsible accounting practices in California that will allow
innovative companies to continue to pursue new treatments, therapies and cures. We look
forward to further dialogue with you on this important topic.

David Gollaher, Ph.D.
President and CEO

cc: Chair and Members, Assembly Rev and Tax Committee
Committee Consultant, Assembly Rev & Tax Committee HEADQUARTERS
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