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Important Disclosures This information is not to be relied on as legal, tax, business, investment, accounting, or any other advice. Recipients should seek their own independent financial and tax advice. 
Investing involves inherent risks, and any particular investment is not suitable for all investors; there is always a risk of losing part or all of your invested capital. The information is in a summary 
format and therefore very limited in scope and not meant to provide comprehensive descriptions or discussions of the topics mentioned herein. Moreover, this has been prepared without taking into 
account individual objectives, financial situations or needs. As such, this presentation is for informational discussion purposes only. No statement herein should be interpreted as an  offer to sell or the 
solicitation of an offer to buy any security (including, but not limited to, any investment vehicle or separate account managed by Polen Capital). This information is not intended for distribution to, or use 
by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to local law or regulation. Any statements made by Polen Capital regarding future events or 
expectations are forward-looking statements and are based on current assumptions and expectations. Such statements involve inherent risks and uncertainties and are not a reliable indicator of future 
performance. Actual results may differ materially from those expressed or implied. References to specific securities, asset classes and financial markets are for illustrative purposes only and are not 
intended to be, and should not be interpreted as, recommendations. This information may not be redistributed and/or reproduced without the prior written permission of Polen Capital.

Section 351 Exchange → Immediate Tax Relief, Long-Term Tax Efficiency

QUICK TAKES

• Transfer appreciated securities to a newly launched ETF without recognizing 
capital gains at transfer.

• Original cost basis and holding period carry over to the received ETF shares.

• Helps reposition legacy or concentrated holdings without a taxable event 
today.

• In-kind creations and redemptions—when available—limit fund-level capital 
gains and taxable distributions.

• Investors control when gains are realized—typically when they sell ETF shares.

• ETFs help reduce tax drag, supporting stronger after-tax compounding over 
time.

Tax-Free Today – Section 351 Exchange Tax-Efficient Tomorrow – ETF Wrapper
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Skip the tax bill today — keep more of your capital working: Assume an investor 
holds $1M of appreciated stock with a $200K cost basis. Selling would trigger an 
upfront tax bill of nearly $190K. A 351 exchange allows the full $1M to move into the 
ETF with no tax owed at the time of transfer, keeping those dollars working and 
compounding instead.

Section 351 investors amass continued tax benefits: Assume two investors invest in 
the same ETF—one via a Section 351 exchange and one without. The 351 investor 
contributes $1M tax-free. The non-351 investor can only invest $809,600 after tax. 
After 10 years, the 351 investment grows to ~$2.14M vs. ~$1.73M—over $400K more, 
as the 351 Exchange allowed more of the investor’s money to stay invested.

Assumptions: Long-Term Capital Gains + Net Investment Income Tax Rate: 23.8%. Figure 2: Annual gross return for each both vehicle is 8%, ETF annual taxable distribution: 0.5% of NAV, Taxes assessed each 
year on the distribution amount reduce that year’s value (after-tax compounding). All distributions are assumed to be reinvested.
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