Planning beyond the
floating rate note

A strategic growth approach for selling shareholders
with deferred gains




You took the first step to keeping
more of what you built.
But what comes next?

Many business owners who sell to an ESOP elect Section 1042 and end up
holding Floating Rate Notes (FRNs) to meet Qualified Replacement Property (QRP)
requirements and defer capital gains. It's a smart first move—preserve value, defer
tax, stay compliant.

But here’s the problem:

Without a strategy beyond the FRN, you may face:

— Limited Growth Potential

— Narrow Diversification

— Unrealized Legacy Goals

If your goals include growing your assets, expanding your financial strategy, or

ensuring your wealth supports what matters most—your family, your legacy,
causes you care about—it may be time to take the next step.

Deferred isn’t done. It's time to activate.




Why most selling shareholders get stuck here

The gap between deferral and direction is wider than it seems.

Even the savviest business owners can find themselves unsure what to do with the FRNs
in their portfolio. And it isn't because they lack resources—it’s because this part of the
journey is often overlooked.

@ There is no clear roadmap beyond the deferraly.
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Traditional advisors don't specialize in post-Section 1042 planning.

\’@“ Many strategies stop at preservation—not activation.

You're not alone—and you're not behind.

But now is the time to think differently about what's possible.

A strategy built for this moment—and what comes next.




Introducing the Wealth Activation Strategy

Unlock liquidity. Reclaim growth. Create impact.

Our strategy utilizes a Charitable Remainder Trust (CRT) to unlock the full potential of your Qualified Replacement
Property. It allows you to sell your FRNs inside of the CRT without triggering immediate capital gains tax, then
reinvest those proceeds into a diversified, growth-oriented portfolio—one that supports both your legacy and the
causes that you care about.

How it works

1. Make a charitable gift of FRNs to a CRT 3. Receive flexible distributions from the CRT
A Charitable Remainder Trust is established, any margin Structured, tax-efficient distributions are
loan you have is reassigned to other assets that you own received and are then reinvested to align with
and your FRNs are transferred into the Trust. the reminder of your portfolio.

2. Sell and reinvest inside of the CRT 4. Leave a legacy
FRNSs are sold tax-deferred due to the charitable nature At the end of the CRT's term, remaining assets in the
of the CRT, and proceeds are reinvested into assets Trust support the cause that you've chosen...while the
aligned with your long-term goals. distributions you received can grow to provide for your

family and future generations.

This is about more than preserving wealth.
It is about putting it back to work—with purpose and potential.




From deferred to designed

Six ways the strategy helps your capital evolve.

Once your FRNs have been moved into the Charitable Remainder Trust, the opportunity shifts: from deferral
to design. You gain access to a more expansive, more intentional financial structure—one that unlocks growth
potential, delivers tax-advantaged distributions and allows you to define what happens next.

Here’s what this strategy makes possible
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Reposition for growth: Move beyond the flat returns of FRNs by
reallocating into a diversified, long-term growth-oriented portfolio.

Defer taxes while unlocking opportunity: Sell FRNs inside of the CRT
without immediate capital gains tax, preserving deferral benefits.

Generate structured distributions: Receive annual payments from the
CRT designed for consistency and control.

Enhance control and flexibility: Gain more input and control over how
proceeds are invested and how the remainder is distributed.

Consolidate and streamline your strategy: Integrate tax strategies,
income planning and legacy goals into a single structure.

Shape a lasting legacy: Provide for your family and future generations
while also supporting causes that you care deeply about.

It's not just about reinvestment.
It's about activating your wealth with intention.
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From frustration to forward momentum

Real strategy. Real outcomes.

When a business owner sold his company to an ESOP for $14MM, he reinvested $7.2MM into FRNs to satisfy the
QRP of Section 1042. The tax deferral worked...but everything else stalled.

Returns were modest. Taxable income was high. And he believed his capital could do more.

That's when he worked with our team to implement the Wealth Activation Strategy. Here's what we did:

Reassign margin loan to other assets

Make a charitable gift of FRNs to a CRT without triggering capital gains

Reinvest proceeds into equities and private investments

Structure 10% annual distributions from the trust

Build a long-term legacy aligned with his personal values

Before After

— $325k annual income from FRNs (taxed at ordinary — $1,439,819 distribution in first year (taxed primarily
income rates) at capital gains tax rates)

— No growth on the FRNSs (just income) — $839,774 immediate charitable deduction

— No defined long-term legacy strategy — $3.9MM planned to causes that he cares about

It started with tax deferral. It ended with a strategy.

Ready to unlock what's next?

If you are holding Floating Rate Notes, you're not stuck — you're just a strategy away from expanding your wealth
and your legacy.

Let’s talk about how we can help you:
— Regain control of your assets
— Maintain tax efficiency and control

— Create something lasting—for your family and for causes that you care about

Ready to activate your next chapter? Let’s start the conversation.

*The case study presented, based on actual client experiences as told by our Financial Advisors, is provided as an illustration and may not be
representative of the experience of other clients. There is no guarantee of the future success of any of the strategies discussed.
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This is not a solicitation to purchase or sell investments. Any information presented is general in nature and not intended to provide individually tailored
investment advice. The strategies and/or investments referenced may not be suitable for all investors as the appropriateness of a particular investment or
strategy will depend on an investor’s individual circumstances and objectives. Investing involves risks and there is always the potential of losing money
when you invest.

Laws governing ESOP transactions and the rules under Section 1042 of the Internal Revenue Code of 1986, as amended (“Code”), are complex and
persons considering an ESOP or Section 1042 transaction should seek professional guidance from their tax and legal advisors.

UBS Financial Services Inc., its affiliates and its employees do not provide tax or legal advice. You should consult with your personal tax and/or legal
advisors regarding your particular situation.

Trust services are provided by UBS Trust Company, N.A. or another licensed trust company. UBS Trust Company, N.A. is an affiliate of UBS Financial
Services Inc. and a subsidiary of UBS Group AG. Trust investments are not deposits or other obligations of, or guaranteed by, UBS Trust Company, N.A.
or UBS Group AG or any of their affiliates. Trust investments involve investment risks, including possible loss of the principal.

For designation disclosures, visit ubs.com/us/en/designation-disclosures. Certified Financial Planner Board of Standards Center for Financial Planning,

Inc. owns and licenses the certification marks CFP®, Cermiriep FiNanciaL PLanner®, and CFP® (with plaque design) in the United States to Certified Financial
Planner Board of Standards, Inc., which authorizes individuals who successfully complete the organization’s initial and ongoing certification requirements
to use the certification marks.

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 the client relationship summary provided at ubs.com/relationshipsummary,
or ask your UBS Financial Advisor for a copy.

© UBS 2025. All rights reserved. The key symbol and UBS are among the registered and unregistered trademarks of UBS. UBS Financial Services Inc.
is a subsidiary of UBS Group AG. Member FINRA/SIPC. ep_09222025-3 152501163  Exp.: 09/30/2026
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