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President Obama’s budget proposal, released on February 26, 2009, contained the following line item: “Tax carried
interest as ordinary income.” On April 3, Representative Sander Levin (D-Mich.) re-introduced legislation (the “New Levin
Bill") to treat income derived from a sponsor’s “carried interest” or “incentive allocation” in an investment partnership as
ordinary income and to subject that income to self-employment tax. In comments released with the bill, Representative
Levin rejected various arguments that have been raised against changes to the taxation of “carried interest” allocations,
including the argument that fund managers are similar to entrepreneurs who receive founders’ stock in their companies.
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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

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 detalils.
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