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# # 5886190934 : MAJOR FINANCE AND TAX LAWS
KEYWORD: Tax Computation, Foreign Currency Transactions, Foreign Exchange Transactions, Corporate
Income Tax
Thunchita Chingchit : PROBLEMS RELATED TO VALUATION ON FOREIGN CURRENCY TRANSACTIONS
FOR COMPUTATION OF TAX A CASE STUDY OF CORPORATE INCOME TAX . Advisor: Prof. Ph.D.
SIRIKANYA KOVILAIKOOL Co-advisor: Prof. Piphob Veraphong

The objectives of this thesis are to study and understand the principles of computation of tax
related to foreign currency transactions in accordance with the provisions of the Revenue Code, Accounting
Standards and Thai Financial Reporting Standards in order to recognize the problems related to valuation on
computation of corporate income tax in foreign currency transactions. After that to study the principles of law,
rules and guidelines about valuation on computation for such transactions abroad about taxation and

accounting and finance to propose guidelines for revision of laws, announcements or other related orders.

The process of studying is by researching from documents with descriptive and analytical methods
and from the description book, article in the book, journal papers , Revenue Code, including related electronic
information. After that gathering in a systematic manner by comparing with some principles of the United

States, and analyzing for obvious conclusions or suggestions.

According to the studies, it has been found that the Revenue Code, Section 65 and Section 65 bis
(5) has no principle for computation of profit and loss from valuation on foreign exchange transactions for
corporate income tax. In other words, the principle for computation of profit and loss from valuation on
foreign exchange according to the Revenue Code is ambiguous. And it leads to the problems in computation
of tax in two ways: Firstly, the problems in recognition of profit and loss in computation of corporate income

tax in transactions related to derivatives contracts and borrowing transactions.

Therefore, there should have the principle for the valuation on foreign currency transactions by
clearly specifying the type of transactions about what transactions are transactions that must to be valuated
and to be recognized on computation of corporate income tax, along with determining different valuation
methods regarding characteristics and underlying assets of its transaction importantly to comply with the

principles of fairness and the principles of consistency in computation of tax.

Field of Study: Finance and Tax Laws Student's Signature .......ccocceevevnineence
Academic Year: 2018 AdVisor's Signature ........cocceveveeneenee

Co-advisor's Signature ........cocoeeeveeence
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Foygreeutulesrusenauiidfgyfwmelui®
1. Ussbnmnuasdunsngsnsds lawn viuanday (Stock Options) Awtingy

(Y Y LS a ¥ o ISP 1 %’ U Aa v o a a b}
nanuning (Stock Index) AuAnens NosAl lanzilA1f19 UTuAu Ain1In1S8Y 130

[ a a | [ v
E]G]i']LLaﬂLﬂaﬂu%@ﬂLﬂumﬁ’]ﬁQﬁ@N‘] Wumu

2. s1mifmuniludyymsesinnudns (Exercise Price) 1usianfign
° v A a o Al o & = & o o A
Avue Widusanagdenseasviedunindfssumudyny1eoUdu frunasusendt “Strike
Price”

[

3. TUASUMIMUAd Yy ImIoTunumey (Expiration Date) A S¥8£lIald

AMUUA FUNSITaNSALDaUTUY

4. JaevsertonaUdu Ao fawunilunauladiindeuwasinersssuidouunn

v o v 1Y) = ya a A a g YA a A )Y v
Auevisegeonealdu Wieliladnsuazrseniudenilidnsuselinle

5. §u1enieneaneeUtu Ae §udntitiuaraiseniuiiszdesljUsau

ee

Hryey100UTu uag

6. anwuznTANSIUL Iy 2 Uszunn fe

 qoviu § 84, wnAnfiugufeatusmanseyius : Wesidsn Fuaesa mev uazesutu (nsuymamiuns: esdu
Lﬁm@Lﬂ%’u dulalyii, 2554). i 255.

* Fywed vvaseans, “Ygyvnnisdy@nideonsdmiunsianseuius,” (ansinusUSygumdadin anslfmans
UNNINYIABEIIUAIERNT.2549). 111 28-29.

o

* finsned 193YANTNT, “ouiusn1NTRUAULWIUR TR TT,” 1nsensivinig 13nedevenisanlng 30

(UASIAY - AL 2553):122-123.
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6.1 ansluns¥endnnindaant (Call Options) Uudyaynlwansuny

Hoaggeaunindnsrylinuitniunarsmmelusseziainguieimun
RN

o 1 n.A. 61 WBLAIWD Call Options Yo ua1dey C 311U 100

ViU 31 WUag 120 v wae Juasudmualdanifiedun 30 n.e. 61 nangaudn dunaus

a v

1 n.a. - 30 N.8. 61 WBUAWEANSNAzAoU C 31U 100 ulalusian 120 um deviu i

9

Yo

aeldavEnIeldnly soan Tuiui 20 n.e. 61 s9aviu C Tu sanaiisnan 110 vivsenu sz
1971 dwewasteiulunaingnnin wiswasionsazdndulalyild@ndanu Call Options us

Tumenduriui s Tuliseiu C lupaiadu 150 vm wieunshazdentddnsdeiu C lalu

Y v ¥

FINYURE 120 UM walaudediyarviuag 150 U

Y

AN 2 wansdnslunisgendnnindaisut (Call Options)*

6.2 anslunisuendnningdasani (Put Options) \Uudnyaynlvanzuny

1%
}% [

Foaguedunsngnseylimudnnusassmmelusseg angueimue

* paevdnninduisUseinelng. euius (Derivatives) [oaulatl]. wnesiian :

https://www.set.or.th/set/education/html.do?name=derivatives&showTitle=F.
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f20819LYY

WEkAIAIANITaITb U AL C Asuwiltduanas wewnimsazly

goopudunlvanslunisvieiu C lusmanuswamela

AN 3 Lansandlunisuienanningarmin (Put Options)®’

3) dayeyraaay (Swap)

i 2 - A A a aa W
LNINYNAUNAITIUN 1980 LATDNIENIINSIRUASENI dyayradey
a 1 v o v ! a ! <) I
Rups1sinusena (Currency Swaps) lagnidiindnaianisiusenineUssinaduasain
Tugrugfidunsesdlonsuinsldanenudsnasldlunisiieils wazdagdunaneidu
WINNTIUN9NNTEY

=

FryeynaieU niedyuaniUavuliunsinieuseina (Currency Swap) A9

1 i

FyanseninaypranseliiyanannaswaniUasunseualuansanaiuluyisogdyayime

(%
Y

Puutukazsnswanildsutunsiasuseimananasiiarmtn Nilldyanninanlifinan

1%

Fov185095U0e10 Tun1ans Jalianwauziludugyiuennain (Over-the-counten)® lnanns

T paevianninduwisUssinelne. euius (Derivatives) [oaulatl]. wndsiian :

https://www.set.or.th/set/education/html.do?name=derivatives&showTitle=F.

* Synua AuRme, N13911 currency swap Tumain OTC e (Currency Swap in Thailand OTC Market) (Hfifnan
sUMUUAR ANERRANENSUNINYSYTISUAERNS, 2550), 11N 10.
¥ a3 ATuguIn, AsiEnseuus : Myiayart n1s¥u3 uaznsdyidesiunnudsnindnsuaniufsuituns

eUszina (ngunnuvuas: duinfiniuisginainsaluvnine1de, 2554). v 72.
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ANaYYINAe1810URUATIANNUSZINA (Currency Swaps) HU A2 098N15MAUARUAUYD S
Ruasluusiaganasgietnau Jelaemludnaginunduiuvesiunsassanaliiieuiil
Aumeladnsmanudsy a Suauatal® Usznouduazaesdinisnmuasenilefiazaedaie

MMUUALIAT T5N1TATUIN TINNITEazBeRTRINITuanUAsuBuS

089U

U3En A agluuseimadangy soniun 100 aAuleus Ndnsinenilensd

U3 B aglulsemeansawsn1)duiiuainsuinnsdnuiu 150 auneaaisansy 1ons

<9

2

o
Y

nonleasei MIivisaasselinmvuaszeziian 5 U msgRugnihduludiiaiieiiuiag
logviudl USEN A 18R 100 srudaualiwnusey B musamainiulagdu uaglasu 150
auRRaANTaNsy MU ENANaINIsuanIuRuNAUANTULBAsUAMUASTESLIa 5 U ¥
) a = Y] | o ¢ o ' o N a v
dnswaniasupeanu ngldamdstesmeain Tuszwineszezainudyg 5 Yy uson
A ﬁ]zﬂ?ﬂimamﬁaLﬁuizaﬂuﬁTﬁmuﬁuﬁwi'ﬁuﬁ’ué’mmaﬂLﬁaaaaéhmmﬁué’uaqamam%
[ ) v I'd Y] v I a o 1 a o <@ o d,, v I a v

ansy 911U 150 auneaansansy Iikausem B @1mu3em B Adiszaenieliunuiem A
[~ o a ‘:4' [l [ v} 'y} f-&l d‘ a ¥ & o ¥
Jusger 9 lududuivdudusnsnendeamvowiuduanalauadiuiu 100 81u

Jaun®

U
USHN A Swap > 154 B

A

ARAANTANTY

0. X 4 o o ¢ cas o P < .
vy & da, wwiRaiugufeiuaTaseurius : Wesiisa Mveda atey wavesUdu (nauvmumuns: Wesdu

gt Bulalyun, 2554). wih 235.

il ingndaniena, aurusINITiU (NJummuvuas: Issfiuiavnivendesssumans, 2538). w1 88.

42 Philip R. Wood, Title Finance, Derivatives, Securitisations, Set-off and Netting, Law and Practice of

International Finance, (London; Sweet & Maxwell, 1995), pp.214-215.
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nsiulalamuuny anianlenatasauuanmsauazaie yibalasulsslevunianend
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HAYIAYUAINNSATuOUE TRl Tiuaralusanlinelussesiiandiin®

Y L 2 d‘ = Y 545
anwazuesdygyin1slosiuaudssd 3 Usslan asil

1 a

1. n1stestumnuidesanyarigisssu (Fair Value Hedge) niadegniinuineu

9

(Firm Commitment) {unsusziuanudesaninnisiaesusladlugarafsssuvesdunsng

Ly o

= Ao da = 1 = a ¢ v A o [y =
Miaﬂuaumuﬂ’ﬁuumﬂiﬁUQUﬂa NIDNDYD Vﬁ@GU’]EJauVﬁWEJ@'JEJ?’W‘Y]Wﬂ’]VU@VbLLuu@u N

v = Y -

geliipeiinstuiinUtll wazunsdiuues dunsndnsentlduiivitesiuanuidssanis v
2iNanen1331891UN s aIn Y tawd dyn1RunsIaUssmeaaantl nsedy gy,

N a 41' [y = a = v A g a ! LY
LLaﬂL‘UaEJ‘UN‘LW]TWL‘W’e]ﬂ’e]ﬂﬂﬂﬁ'l'mLﬂEN‘\]’]ﬂLQUﬁQVJHMiE]ﬂ'ﬁQBNVILUULQUG\?’WNU?SLWFW 8UEUN

'
v =

a Y W Yo v a4 X a v A o [ o N o
V]Ejﬂ ‘HLLWENI?JI@I‘UU‘V]ﬂ‘UﬁyJﬂLW@%@au@qiu5qﬂ'}Wﬂ']%uml’]LLuu@u ElJJQJJ']LLaﬂLﬂaEJu@WT]

E o = a Yy Ao o & A & & ad 1y Y
ﬂ@ﬂLUEJLW@ﬁ@\?ﬂUﬂ'J']QJLﬂEJQQ']ﬂNUIﬂQ UNUBANINNDNLUYAIN ANTVDEANTNASVIYAUNUIND

Josfuanudssvaaduasmulurunu dygilaadusiarmiiiedesiuanudeswes Fua

lapdninsnide n15Inya1ree Hedge Item feyam gRsssd Susnaiilsvanulusunils

VIANY

 Jagn AU, As1anseyius : nstagadt n133uf uaznstiy@destumnudssandnsuaniasuiuns
AaUsEIe

(nyamEuAs: dnuiLiegIansaiuuInendy, 2554). v 41.

4 Spafeaty, win a5,

® fnsned 13YRaAgNs, “eyiusmInIsRuAUWNUS TRnedy®,” 115ans3vInng 1" 3Inendevenisaitng 30

©ASIAY - JunAw 2553):127.
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2. ns¥esfuarnuidesainnszuaiiuan (Cash Flow Hedge) #39n15W8A T8
(Forecast Transaction) 1unstlesfuanudssiiinainnisideuudadunseuaiuan 39
Aertestuauningviondauiiinnstuiinly lusuganiesienisfinnald uasiinasenis
seuilsviovianu WWid Buiuannsvedudluswaniiutunsiadsema ns
PetszasensfiardeluswaniiJuduasmadsunma Mstnetiseaauduasusns
FazintuluouandutunsiinsUszma n1seen asa1sniluswandiisnsnende

I a

aoedmse Mludunsinauszme udu n1s¥ayad1ves Hedge Item eyadgfsssy

9
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Susnamlsvianuiseyleing Jssdnsualunisdesiuanudedaensaly diuvetieny

wazsuinamlsvianuaun liilussansualuilsvseviayuansusednnm

3. n15UesiuAudsaresiuamugns lundlsausinalsena (Hedge of Net
Investment in Foreign Entity) Sufinluanuwazifeniunistesiunnuidesainnssiatuan
(Cash Flow Hedge) Tuta 2. fn1stesiuanudssliiineulomunssyld mlsvseavinnu
dl a dl U a d‘ L4 a U U 4 U a
MAnanMsasuuUas luyargisssuves Hedge Item NdesiinsinAmeyangfisssy

[
=

N3P NUNLBUAUATIAIINITRUDY TuRTueg

YY)

o - T
vinguszasalunsiodnduiiemuse
= v & A A v ° Y & A v | vy
ey (Gduraiealivanslusuilsvanu wasdnduievgliuandudiuvesdie

)

feg1an1staeiumudeakuy Hedeine tasldduanasiisa (Forward Contract)

a o v

USE Ugnndenns daim laaedumiannansuseinaiie uil 2 sunau 2561 1Wu
{u 10,000 Aeaans ansy neimuaiantnseni 60 Ju ATUAMUALLILN 30 uns1AU 2562

wagluiutiusenlavindyayn Forward Contract @oRunsiansuseineaamtnlinusuiasil

JreEiIaT 60 1 IR 10,000 Aeaals ansy lusnswanidey $1 wiiiu 45 um®

Fme1an13Ua9iuANLEEIWUY Hedging Ineldeya1iataesa (Futures Contract)

f081499 1

“ guey 15auasiates, Mstidinideinsuuulenndn (nTanwunuas: 533UTR Wnsa, 2561). w1 589.
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(%
Y I

aunfdvasiiluifounsngian usEn A F9dvey wm Uszine
ansgolusnt Filuleuiueieu wAedne¥y £100,000 wiguieduaieguseine
B9NgY auNAITTeYANLANENI

Y

Saruanasuiuilutlagiu = $1.6920/ £

dnsaniUdsuanutuudgy  Futures Fsdsusuluifoudueieu ( us

[

indyeytutagdy) wihdu $1.6850/ £

Vs A aunsaddestuanudssainanuiuniuvessnsianasuls
Tunsde Futures snsuanasudsasasurvusluieutusnsy Snwzdananiyiiy
dunsiuasal3aamtn ieasusmun VS A AezwSeudull $ 1,685,000 U
LanToEy £ 1,000,000 \etsEniiamaudn

Y 1 a

aesgludnnsdinils anudlividn B (Duddseenduiludszine
ansgousnludausemadanguwazludiounsngian vsen B $inavlasuldumausanng
Folulszmessnguluifoudueieu 1wl £ 3,000,000 S1lAsukuUsusuIual Aot
& a 4 I a o o A Y [ d‘ 1 a L3
Yo lutuneaals WUTEn B nasesnuiuNINTednTanUisusenineliulaua
waziiuneaarsluowian AsuulufounsngIAy USEM B 9191911015918 Futures 13
arvtn Wuku £ 3,000,000 lusaswandeu $ 1.685/ £ F5n1swwudl 1unisiivun
Y oA ' Y = a @ . oA 1Y) a a o | &

ialiasiineualmtn Fasuninduns Hedging Wwulfeniunstivesussm A wsiiluay

azAunU

w1157 Hedging avanetasiuanuiuniueessald us Hedgers A
o a dl dl U 1 1 o b4 LX) 1 a a ol dl
fanadianudssnediuanuliviueuveranils wasuiavuld andegiufuauu@inge
fufouiuneu snnuanUdsuluuiuiidu §$ 1.6600/ £ d1uion A lilevih Hedging
17 azdedlddu ¢ 1,660,000 MdakuUsua £ 1,000,000 wansInbudulagadnInioyin
Hedging 13 $ 1,685,000 - $ 1,660,000 = $25,000 lumsnsenududienswanildeu
EY=. & 1Y) T @ [ a o M ¥ o . [% v =
Muitludoudueneuy widu $ 1.710 / £ uagdiusem A ldlavin Hedging 17 agsioade

Sudiuviaiu $ 1,710,000 - $ 1,685000 = $ 25,000

a o

Tunsdlveausim B wavzluldluniessadududunsdiussusen A an

LY 1

Y] a i v o N | = o )~ A o
ARTILANLUAYUAWNUINY EUEUN Futures V]ﬁ]%ﬁﬂmaUIULﬂauﬂUSﬁlﬁlu UTLAUNAINIT S
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1.6850 / £ UM B azlasuuselewuinuiy Futures 1o1l3nsuifaunsnginy uivside

Uselevd densuanifewiuiilumouiueney IA1gendn $ 1.6850 / £

Fraehadl 2
s tidueeadesnnussmaamsgeriniothmdmineludsema
JefpetiszAduAndudiuan 20,000 aeaans Tudn 3 Weoudrwmi mndundrinainludn
3 outhawh Atuumazdeuas Aanunsatesturuidsslalaenisde USD Futures
¥1n51A71 USD Futures finsuengludn 3 ideudemiinogil 31 um dumu
voafudludn 3 Lﬁawi’hwﬂwzagujﬁ 20,000 x 31 = 620,000 U L@UD LU3INOATT

wanaey o vadztuaziedauluduminla fail?

wWioainiull 3 sy

e
he

Y v '

NS IanUAsuinTwdu 33 UM /ARaansy L LnFeadane

Y

ANASEAEDY 20,000 x 33 = 660,000 UM wiflsanfialaesa

= (33-31) x1,000 x 20 dgyy1 = 40,000 UW

TalufihIsansatimlsaniuaesalusaeiuduiu
/ AUYLANLASDUFBNANTUINNTNANRUU BB UFD VInlsuY
fansogd 660,000-40,000 = 620,000 UM

[
&

%9 USD Futures 1 31 U

U 20 dyeyn

windasuanideuinanaadu 29 vm /meaatsy gIudsied
UANATDNELS 20,000 x 29 = 580,000 UM kALLBDTINAU
mmumﬂ‘?\hwa%a =(29-31) x1,000 x 20 = - 40,000 UM 9"

Tisiunusaumaaadu 580,000 + 40,000 = 620,000 UM

v
o

7 Usnmanneyius (Usswelve) Srdaumivu. aeaa1saimtn USD Futures. (RUMASIN 1 ; nuaiius 2555), wii

19.
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Fragrenstiestuanudssuy Hedeing Taeldidyan Option
Tudeudomeautinawmuiifuuisn ¢ egluffesalunaalurmsdumiaiy

102 sy thamuiviadiludn 2 weudramthsiaueiaanaegienn 1nawmuens

v9%e Put option fiazasurmualuieunaiau lnevednsfiazaneiuuidn C 4 500

v

i lusian 100 um §151A1 Option WU 4 umseru tinawmulvdedsailddng

q

Y [V
g
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1NN BULABUN199N Hedging nsealld Futures Aunsalld Option
zuladANuANAI agmiaﬁé’zyﬁgﬁ Futures tesfuarnadsslnenisiinunsian
(Fixing the price) 11a1ntn vinliliiAnAuRUNIUY8951A1 ( Neutralize the risk)
Turauedi Options YestuanuidesludnvarnsusyAuse (Insurance) Fagaetlosiunn
deansdiAnnisiuniuvessaluluiianisildidudssloviddegasyu (Adverse price
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Aeg1an13UeiumNILEEILUY Hedging Iaglddyq1iaesa dyaiainy (Swap)

wig A I5eldannisneduindutuum wildgdulduwe B uadluglresana
aeaand st ledeiuuadiserenidonasuduiuasdesdiseidutuneaas Sefadluin
SuumlisanduduneaaidiiiedrludrseniiasasldfirnuuiueuluSesdaswaniUas
WEA9z AT UNANSENUINANMUAURIUTR SRS A NIUABUS NI uU MLz Bunoaals

lgnse Aty NMsvhdyaiuaniuisusnsnanaliudinanasdivananuidedasta

® nug LEanesEna, JINATIANTEYINLS, lena1susenaugudduasunsimuauinatanu (TS) an1dunesuiive
NAUINAIANY paAnannSneLAsUsEwmalne, wen 11 -12

* drinanuasugianiseas. dyqiuaniUasu (Swap) [paulatl]. wnas?inn : http//www2 fpo.go.th/S-

I/Source/ECO/ECO57.pdf.
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leaulal. Lma'd‘ﬁm . https://www.bot.or.th/Thai/FinancialMarkets/ForeignExchangeRegulations/FAQs/FAQs

maudneuszilsumuaNn1suanudeutu20%Iulvsl.pdf

ey 1sauasiates, Mstidinideinsuuuleandn (njanwanuaT: 533UTR s, 2561). wiin 648.


https://www.bot.or.th/Thai/FinancialMarkets/ForeignExchangeRegulations/FAQs/FAQs/คำถามคำตอบระเบียบควบคุมการแลกเปลี่ยนเงิน20%25ปับใหม่.pdf
https://www.bot.or.th/Thai/FinancialMarkets/ForeignExchangeRegulations/FAQs/FAQs/คำถามคำตอบระเบียบควบคุมการแลกเปลี่ยนเงิน20%25ปับใหม่.pdf
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8 Viiva Hammer, Tax Treatment of Derivatives [online], August 2012. Available from
http://vivahammertax.com/wp-content/uploads/2010/08/2012-DFI-Derivatives-Special-Issue-US.pdf
®yjiva Hammer, Tax Treatment of Derivatives [online], August 2012. Available from
http://vivahammertax.com/wp-content/uploads/2010/08/2012-DFI-Derivatives-Special-Issue-US.pdf
8 Viva Hammer, Tax Treatment of Derivatives [onlinel, August 2012. Available from
http://vivahammertax.com/wp-content/uploads/2010/08/2012-DFI-Derivatives-Special-Issue-US.pdf
?% 26 UNITED STATES CODE § 1256 (a)(1)
“(a) General rule.~-For purposes of this subtitle--

(1) each section 1256 contract held by the taxpayer at the close of the taxable year shall be treated
as sold for its fair market value on the last business day of such taxable year (and any gain or loss shall be
taken into account for the taxable year)...”

! Charles H. Gustafson, Robert J. Peroni, and Richard Crawford Pugh, Taxation of international transactions :

materials, texts and problems (St. Paul, MN : West (Thomson Reuters), 2011). Page 791.
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°2 26 UNITED STATES CODE § 1256 (g)(1)
“(¢) Definitions.—-For purposes of this section--

(1) Regulated futures contracts defined.--The term “regulated futures contract” means a contract--

(A) with respect to which the amount required to be deposited and the amount which may be
withdrawn depends on a system of marking to market, and
(B) which is traded on or subject to the rules of a qualified board or exchange....”
%326 UNITED STATES CODE § 1256 (b)(2)(A)
“(b) Section 1256 contract defined.—
(2) Exceptions.--The term “section 1256 contract” shall not include--
(A) any securities futures contract or option on such a contract unless such contract or option is a
dealer securities futures contract...”
?* 26 UNITED STATES CODE § 1256 (e)(1)(2)
“(e) Mark to market not to apply to hedging transactions.--

(1) Section not to apply.--Subsection (a) shall not apply in the case of a hedging transaction.

(2) Definition of hedging transaction.--For purposes of this subsection, the term “hedging transaction”
means any hedging transaction (as defined in section 1221(b)(2)(A)) if, before the close of the day on which
such transaction was entered into (or such earlier time as the Secretary may prescribe by regulations), the
taxpayer clearly identifies such transaction as being a hedging transaction...”

% 26 UNITED STATES CODE §1221 (b)(2)(A)

“(b) Definitions and special rules.—

(2) Hedging transaction.—
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4) deyayrainy (Swap)

(A) In general.--For purposes of this section, the term “hedging transaction” means any transaction
entered into by the taxpayer in the normal course of the taxpayer’s trade or business primarily--

(i) to manage risk of price changes or currency fluctuations with respect to ordinary property which
is held or to be held by the taxpayer,

(ii) to manage risk of interest rate or price changes or currency fluctuations with respect to
borrowings made or to be made, or ordinary obligations incurred or to be incurred, by the taxpayer, or

(iii) to manage such other risks as the Secretary may prescribe in regulations...”

% Charles H. Gustafson, Robert J. Peroni, and Richard Crawford Pugh, Taxation of international transactions :
materials, texts and problems (St. Paul, MN : West (Thomson Reuters), 2011). Page 791.
°" 26 UNITED STATES CODE § 1256 (b)(1)(C)D)
“(b) Section 1256 contract defined.--
(1) In general.--For purposes of this section, the term “section 1256 contract” means—
(O) any nonequity option,
(D) any dealer equity option...”
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5) deyayrounusivedesiuauides (Hedging)
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VANINATNTINYAAILARAEATIIN (Mmark-to-market regime) 1ldAs1AiUdyy1AenaNlA
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% Felix I. Lessambo, International Aspects Of The US Taxation System (New York : Palgrave Macmillan, 2016).
Page 260.
%% 26 Code of Federal Regulations § 1.446-3
1% 26 UNITED STATES CODE § 1256 (e)(1)(2)
“(e) Mark to market not to apply to hedging transactions.—-

(1) Section not to apply.--Subsection (a) shall not apply in the case of a hedging transaction.

(2) Definition of hedging transaction.--For purposes of this subsection, the term “hedging transaction”
means any hedging transaction (as defined in section 1221(b)(2)(A)) if, before the close of the day on which
such transaction was entered into (or such earlier time as the Secretary may prescribe by regulations), the
taxpayer clearly identifies such transaction as being a hedging transaction...”

1% 26 UNITED STATES CODE § 988 (d)(1)
“(d) Treatment of 988 hedging transactions.--
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6) deyINBuRUINNIUTEIWA (Borrowing Foreign Currency)

e

(1) In general.--To the extent provided in regulations, if any section 988 transaction is part of a 988
hedging transaction, all transactions which are part of such 988 hedging transaction shall be integrated and
treated as a single transaction or otherwise treated consistently for purposes of this subtitle. For purposes of
the preceding sentence, the determination of whether any transaction is a section 988 transaction shall be
determined without regard to whether such transaction would otherwise be marked-to-market under section
475 or 1256 and such term shall not include any transaction with respect to which an election is made
under subsection (a)(1)(B). Sections 475, 1092, and 1256 shall not apply to a transaction covered by this
subsection...”

192 Charles H. Gustafson, Robert J. Peroni, and Richard Crawford Pugh, Taxation of international transactions :
materials, texts and problems (St. Paul, MN : West (Thomson Reuters), 2011). Page 793.
1% 26 UNITED STATES CODE § 988 (d)(2)

“(d) Treatment of 988 hedging transactions.—

(2) 988 hedging transaction.—-For purposes of paragraph (1), the term “988 hedging transaction” means

any transaction-

(A) entered into by the taxpayer primarily--

(i) to manage risk of currency fluctuations with respect to property which is held or to be held by
the taxpayer, or

(ii) to manage risk of currency fluctuations with respect to borrowings made or to be made, or
obligations incurred or to be incurred, by the taxpayer, and

(B) identified by the Secretary or the taxpayer as being a 988 hedging transaction...”
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1% Richard L. Doernberg, International Taxation in a Nutshell (St. Paul, MN : West Group (Law), 2009). Page
395.
1% 26 UNITED STATES CODE § 988 (c)X(1)(B)()
“(c) Other definitions.--For purposes of this section--
(1) Section 988 transaction.—
(B) Description of transactions.--For purposes of subparagraph (A), the following transactions are
described in this subparagraph:
(i) The acquisition of a debt instrument or becoming the obligor under a debt instrument...”
1% 26 UNITED STATES CODE § 988 (c)(3)
“(c) Other definitions.--For purposes of this section--
(3) Payment date.~-The term “payment date” means the date on which the payment is made or

received...”
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