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Title XVI — Section 1256 Contracts

e The Act clarifies that certain swaps are not treated as Section 1256 Contracts.

e  (larification That Certain Swaps Are Not Treated as Section 1256 Contracts. Section 1603 of the Act amends
Section 1256 of the Internal Revenue Code to exclude from the definition of a Section 1256 contract “any interest
rate swap, currency swap, basis swap, interest rate cap, interest rate floor, commodity swap, equity swap, equity

index swap, credit default swap, or similar agreement.” See “Title VII—Over-the-Counter Derivatives,” above.

This Sidley update is a collaboration of several of our practices serving the financial services industry. Our Financial Institutions practice
serves depository and nondepository financial institutions and their holding companies. Sidley’s Structuted Finance and Securitization
practice is one of the most experienced in the world, and has been involved in virtually every industry innovation since the 1970s. Lawyers
in our Securities practice handle all aspects of corporate finance and capital markets, and our Securities and Futures Regulatory practice
represents major investment banks, broker-dealers, futures commission merchants, commercial banks, insurance companies, hedge fund
complexes and exchanges on all aspects of securities and broker-dealer regulation. Our Investment Funds, Advisers and Derivatives practice
team advises clients in the formation and operation of all types of alternative investment vehicles including mutual, private equity and hedge
funds. Lawyers in our Executive Compensation practice advise employers, Boards of Directors and their Compensation Committees, as
well as individual executives and directors. Our Insurance practice offers comprehensive services to insurers, reinsurers, receivers, brokets,
creditors and guaranty associations. Sidley’s Tax practice provides legal services related to U.S. Federal, state and local, and UK tax laws.
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