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Bills introduced this week in both the House and the Senate contain two provisions that are of particular significance to
hedge funds. One provision would materially alter the tax treatment of offshore hedge funds with U.S.-based managers,
and the other provision would change the tax treatment of “dividend equivalent” payments made on notional principal
contracts (or “swaps”) that reference U.S. stocks. The proposed legislation, which was introduced by Senator Carl Levin
(D.-Mich.) and Representative Lloyd Doggett (D.-Tex.), contains various other provisions, including the addition of certain
reporting requirements, as well as certain presumptions to be applied in judicial and administrative proceedings, with
respect to amounts derived by U.S. persons from offshore entities.
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If you have any questions regarding the matters covered in this publication, please reach
out to any of the lawyers listed below or your usual Davis Polk contact.

Mary Conway 
+1 212 450 4959
mary.conway@davispolk.com

Lucy W. Farr 
+1 212 450 4026
lucy.farr@davispolk.com

This communication, which we believe may be of interest to our clients and friends of the firm, is for general
information only. It is not a full analysis of the matters presented and should not be relied upon as legal advice.
This may be considered attorney advertising in some jurisdictions. Please refer to the firm’s privacy notice for
further details.
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