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on balance we support either an imputation regime or a regime that treats any gain (or, in the
issuer’s case, loss) recognized with respect to a prepaid forward contract as ordinary income (or
loss) to the extent of the accrued time value. We also suggest consideration of a “safe harbor”
for instruments with a relatively short duration or a relatively small amount of “time value™ at
issue.

We note that there are additional issues raised by prepaid forward contracts that provide
for periodic coupon payments, periodic income “crediting” or periodic index rebalancings, but
no special rules would be needed for these prepaid forward contracts if an imputation or other
current inclusion regime is adopted for prepaid forward contracts generally.

We also address specific issues that are raised by Notice 2008-2, as well as some
additional issues raised by some of these instruments.

Finally, we briefly address a number of issues raised by Congressman Neal’s proposed
imputation regime for taxing these instruments.

We appreciate your consideration of our suggestions. Please let me know if you would
like to discuss these matters further or if we can assist you in any other way.

Respectfully submitted,
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- David S. Miller,
C Chair
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