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Managing Carried Interest

How we helped the General Partner of a venture capital
fund realize their carried interest distribution of low basis
stock in a tax-efficient way.

Founders Group

A proactive approach

— After seeing immense growth in
their fund, the General Partner (GP)
accumulated a large sum of carried
interest against a relatively small
balance of low basis stock

Challenge

— Given the low cost basis, the GP needed
to manage the large tax liability on this
distribution

— Unlike other forms of compensation,
carried interest is typically realized in large,
uneven increments, making it difficult to
predict and plan for tax obligations

- Additionally, the timing of tax payments
may not align with actual cash flow,
potentially forcing the client to liquidate
assets or find alternative funding sources

Strategy

— Through collaboration with the client, we

implemented a bespoke hedging solution
paired with a tax loss harvesting program

— The hedging strategy provided downside
protection on concentrated positions,
allowing the client to manage risk while
maintaining exposure to key investments

Qutcome

— We locked in a price floor and built a
substantial tax loss reservoir for use against
future gains

— This approach provided both immediate
relief from the current tax liability and
enhanced flexibility for future financial
planning

— As a result, the client maintained portfolio
growth potential while optimizing their
after-tax wealth preservation strategy
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This case study is shown for informational purposes only and may not be representative of the experience of all clients. It is not intended to represent the performance of any specific investment or financial advisory
program. Each client’s circumstances may be different. There is no guarantee of the future success of any of the strategies discussed.

As a firm providing wealth management services to clients, UBS Financial Services Inc. offers investment advisory services in its capacity as an SEC-registered investment adviser and brokerage services in its capacity as
an SEC-registered broker-dealer. Investment advisory services and brokerage services are separate and distinct, differ in material ways and are governed by different laws and separate arrangements. It is important that
you understand the ways in which we conduct business, and that you carefully read the agreements and disclosures that we provide to you about the products or services we offer. For more information, please
review client relationship summary provided at ubs.com/relationshipsummary, or ask your UBS Financial Advisor for a copy.

UBS Financial Services Inc. does not provide legal or tax advice and this does not constitute such advice. UBS strongly recommends that persons obtain appropriate independent legal, tax, and other professional
advice.
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