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 Review best practices for processing member withdrawals 
from investment clubs.

 Outline differences between full & partial member 
withdrawals.

 Discuss cash vs. stock withdrawal options & when to use 
each.

 Demonstrate tools that can assist in identifying best 
withdrawal method to use for types of withdrawals.

 Consider portfolio management tasks for withdrawals 
involving sale or transfer of stock.
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Webinar
Basics
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 If you are unable to hear 
anything:
1. Check speakers or 

headphones are plugged in.
2. Check volume.
3. Use GoToWebinar sound 

settings wizard to resolve 
problems.

 If graphics or audio drops in 
& out:
1. Turn off any unnecessary 

programs.
2. Don’t connect to Internet 

using wifi.
3. Listen using telephone.

For webinar help visit www.gotowebinar.com or call 1-800-263-6317.

 If you don’t see the Control Panel, 
look for the small floating control 
bar.

 Click arrow button to show 
GoToWebinar control panel.
◦ Click again to hide the panel.
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For webinar help visit www.gotowebinar.com or call 1-800-263-6317.
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 NOTE: All attendees are muted by the 
organizer.

 See sections for Audio, Handouts, & 
Questions.
◦ Click triangle at left of section label to 

hide/show that section.
◦ OR use View menu to hide/show any 

section.
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For webinar help visit www.gotowebinar.com or call 1-800-263-6317.

You don’t need a 
microphone.

Type your question in 
“Questions” box.

We will answer 
questions during 

presentation & at end.
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For webinar help visit www.gotowebinar.com or call 1-800-263-6317.
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Handout in 
PDF format is 

available in 
Handouts tab.

For webinar help visit www.gotowebinar.com or call 1-800-263-6317.

Handling 
Member 
Withdrawals
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 “Operating documents” are partnership agreement and/or 
bylaws.

 Operating documents must detail procedures for member 
withdrawal.

 Refer to operating documents for guidance in processing 
withdrawal.

 For recommended agreement, see:
www.myiclub.com/clubhub/samplepart.aspx
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 Do not deviate from procedures outlined in your club 
operating documents.

 Do not limit member’s ability to withdraw.
 Do not penalize members when they withdraw.
 Do not allow withdrawing member to dictate terms.
 Be timely in processing withdrawals.
 Let club accounting software do heavy lifting.
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1. Involuntary.
a) Full.

2. Voluntary.
a) Full.
b) Partial.

3. Death or Incapacitation.
a) Full.
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 Cash Only.
 Stock Only (rare).
 Cash + Stock.
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Involuntary
Member
Withdrawals
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 16 (b) Removal of a Partner.
◦ Any partner may be removed by agreement of majority.
◦ Written notice of meeting where removal will be considered must be 

made.
◦ Removal become effective upon payment, which shall be in accordance 

with provisions on full withdrawal of partner in paragraphs 18 
(Voluntary Withdrawal, Partial & Full) & 20 (Terms of Payment).
◦ Vote treated as receipt of request for withdrawal.
◦ Source: www.myiclub.com/clubhub/samplepart.aspx
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Operating documents should outline basis for 
removal:
◦Not making member payments.
◦Not attending meetings.
◦Not doing required work.
◦Majority of partners wish to remove member.

 Should process as full withdrawal.
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Death or
Incapacity
of Member
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 19. Death or Incapacity of a Partner.
In event of death or incapacity of partner, receipt of notice of 
death is notice of full withdrawal.

Source: www.myiclub.com/clubhub/samplepart.aspx
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 Process according to operating documents as full withdrawal.
 Make check payable to partner (or “Estate of <Partner 

Name>”).
 Mail or deliver check to last known address.
 Do not write check payable to spouse or any other person.
◦ May deviate from above if proper documentation from executor is 

presented to club.
◦ Otherwise, you don’t know what partner’s will/estate says.
◦ Giving money to any other entity could leave club liable.
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 Follow same procedures as for living member.
 May be more complicated if club does not already have or 

can easily get details of deceased member’s brokerage 
account.

 Paying out in cash may be easier option.

21

Voluntary
Member
Withdrawals

22
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 18. Voluntary Withdrawal (Partial or Full) of a Partner.
◦ Any partner may withdraw in part or fully.
◦ Partner withdrawing shall give notice in writing.
 Written notice deemed received at first meeting at which is presented.
 If received between meetings, treated as received at first following meeting.

◦ Value of partnership set by valuation statement prepared for 1st 
meeting following meeting at which notice is received. This determines 
value of partner's account.
◦ Partnership shall pay partner in accordance with paragraph 20 (Terms of 

Payment) of Agreement.
◦ Source: www.myiclub.com/clubhub/samplepart.aspx
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Prior 
to Mtg

• Partner requests withdrawal.

Mtg
#1

• At meeting, club accepts withdrawal & determines payout method.

Mtg
#2

• Withdrawal Valuation Date: Withdrawal valued per Valuation Statement created for this meeting.

Mtg #2
+ 1 Day

• Withdrawal Announcement Date (Withdrawal Transaction Date): Treasurer enters withdrawal in software 1 day 
after Withdrawal Valuation Date, transfers shares & writes check as soon as possible.

Mtg #2 +
1-10 Days

• Withdrawal Payout Date: Member is paid within 10 business days of withdrawal valuation date.
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Terms of
Payment of
Withdrawals
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 20. For partial withdrawals, payment may be made in cash, securities, 
or mix. 
◦ For full withdrawal, payment may be made in cash, securities, or mix at option of 

remaining partners.
◦ In either case, where securities are distributed, remaining partners select securities.
◦ Partnership shall transfer value of account being withdrawn less any actual expenses 

related to withdrawal.
◦ Value of securities transferred shall be as shown on the Club's valuation statement & 

transferred as of that date (the "Withdrawal Valuation Date").
◦ Club's broker shall be advised that ownership of securities are transferred to partner 

as of Withdrawal Valuation Date. 
◦ Cash shall be paid within 10 business days after Withdrawal Valuation Date.
◦ If withdrawing partner desires immediate payment in cash, partnership may pay 80% 

of estimated value of account & settle balance in accordance with procedures in items 
18 & 20.

◦ Source: www.myiclub.com/clubhub/samplepart.aspx
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 Do not unnecessarily delay payment.
◦ Differences in stock value between withdrawal date & payment date is 

immaterial.
 Valuation date rules, so don’t delay payments too long.

 Do not penalize withdrawals.
◦ Withdrawal fee concept is outdated. Charge only actual costs of 

withdrawing.
◦ Most transfers have withdrawing member open brokerage account at 

same firm, & transfers are made at no charge.
 Be smart about paying in cash and/or stock.

27

Paying Out
in Cash
and/or Stock

28
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 Withdrawals can be made with cash, stock, or mix of 
both.

 Use appropriate method of payout to serve club’s (& 
member’s) best interests.
◦ Transferring securities can be particularly wise in certain 

circumstances.
 Note: There is no such thing as a “buyout.”
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Member Requests Withdrawal from Club

Is It a Full or Partial 
Withdrawal?

Full Partial

Does Club Hold 
Appreciated
Stock It Will 

Consider Selling?

NoYes

Does Club Hold 
Depreciated Stock 

It Will Consider 
Selling?

NoYes

Transfer 
Shares & 

Pay 
Balance 
in Cash

OR

Sell Some 
Shares & Pay 
Balance from 

Club’s 
Existing Cash

Sell  Enough 
Shares  to 

Raise Needed 
Cash

Pay from 
Club’s 

Existing 
Cash

Withdrawal Complete

Source: BetterInvesting Magazine, June/July 2010
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 Strongly consider selling weak, depreciated stocks.
◦ Club gets to records capital loss.
◦ Club gets rid of problematic stock.

 Do not transfer depreciated stock.
◦ Club loses out on chance to record capital loss.

 Resist transferring appreciated stock.
◦ May have small advantages to club or member – may be easier to sell 

appreciated stock if necessary.
 Or pay cash.
◦ Raise from additional member payments if needed.
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 Strongly consider transferring appreciated shares.
◦ No impact on withdrawing member’s basis.
◦ Capital gains deferred for remaining members until they withdraw.
◦ Great tactic to postpone capital gains.
◦ Do not sell appreciated shares – transfer instead.
◦ Use cash on hand to repurchase shares right away.

 Strongly consider selling depreciated shares.
◦ Do not transfer depreciated shares – would lose capital loss.
◦ Records capital loss.
◦ Cleans out underperformers, strengthens remaining portfolio.

 Or pay cash.
◦ Raise from additional member payments if needed.
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 Whether you sell shares, transfer shares, or pay cash has little 
impact on withdrawing partner. 

 Smart moves to benefit remaining partners include:
◦ transferring highly-appreciated shares to fully-withdrawing members.
◦ selling depreciated shares to raise cash.

 Dumb moves include:
◦ selling appreciated shares to fund full withdrawals
◦ transferring depreciated shares for any withdrawal.

 Otherwise, there’s not much you can do to manage taxable 
impact.
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Entering Withdrawals 
in myICLUB.com

34
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Tax
Matters
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 General partnerships are pass-through entities.
 All taxable transactions pass through to partners & must be 

reported by partners to IRS (& some states).
 For withdrawn members, additional tax information is 

provided on the withdrawal report (Info that doesn’t appear 
on Form K-1.)

44
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 Withdrawing members have 2 tax matters:
1. As in any year, member must report their share of club’s gains, 

losses, income, & expenses to IRS (& state if applicable) on 
personal tax returns. 

2. In year of withdrawal, member must report capital gain/loss as 
shown on withdrawal report (difference between market value 
& tax basis of their club account).

 Clubs usually pay no taxes to IRS or states.
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 Software generates Withdrawal Report which includes tax 
basis of member’s capital account.

 They will also receive Schedule K-1 from club for their last 
(partial) year of membership.

 Both of these will be required for their personal tax return –
don’t forget to give any withdrawn members their Withdrawal 
Report & K-1 at tax time.
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 Withdrawal up to value of member’s tax basis (Paid-In-Plus-
Earnings, or “PIPE”) in club is tax-free return of capital.
◦ Partial Withdrawals of PIPE or less are NOT reported by member on 

personal tax return.
 However, any withdrawal in excess of member’s tax basis is 

taxable capital gain.
◦ Gains are reported by member on their personal tax return. 
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 Full withdrawal of less than PIPE is capital loss & is reportable 
on member’s Form 1040 Schedule D.

 Schedule K-1 will have other reportable numbers from club 
activities.
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 For partial withdrawal, club’s tax basis in transferred 
securities becomes member’s tax basis in securities.

 Taxable event is triggered when member eventually sells 
those shares.
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 Withdrawing member's tax basis in the club (less any cash 
paid) becomes member's tax basis in transferred securities. 

 Taxable event is triggered when member eventually sells 
those shares.
◦ Holding period includes club’s holding period.
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 Withdrawal Report shows tax basis, gain/loss, securities 
transferred, & other relevant info that is needed for member’s 
individual tax return.
◦ Some of this info is not available elsewhere!

 Treasurer should provide all Withdrawal Reports to withdrawn 
members at year-end with Schedule K-1s.
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Other
Withdrawal
Issues
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 This is the Withdrawal Liability Account, used in a 2-step 
withdrawal (where withdrawal is valued on one date & paid at 
later date).

 Reports created/printed between two dates show yet-unpaid 
WD Liability amount.
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Any Last Questions?
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myICLUB.com
www.myICLUB.com

ICLUBcentral Inc.
www.iclub.com

Write me:
gerlach@iclub.com


