
COMPARISONS OF DISTRIBUTIONS UNDER RISING-TIDE METHOD  

VS. NET INVESTMENT METHOD 

 

Rising Tide Method 

The following illustrates how the rising tide method works assuming an estate with $800, which 

is enough in assets to return at least 25% to investors:  

Investor Total 

Investment 

Total 

Withdrawals 

Rising Tide Method 

25% Distribution  

 

Total Return 

Including Previous 

Withdrawals 

Investor A $2000.00  -0- $500.00 25.00% 

Investor B $2000.00 $200.00 $300.00 25.00% 

Investor C $2000.00 $750.00 -0- 37.50% 

Investor D $2000.00 $2100.00 -0- 105.00% 

 

Under the rising tide method, each investor retains funds previously received, but those 

withdrawals are credited against the investor’s pro rata shares, which are calculated based on the 

total amount invested.  The formula applied to calculate distributions under the rising tide 

method is a two-step formula as follows:    

Step 1:  Actual Dollars Invested x Pro Rata Percentage = Calculated Distribution 

In the example above the Calculated Distribution for every investor is $500.00 or $2000 x 25% = 

$500.00.   However under this methodology distributions are made only to customers who 

received withdrawals that were less than the percentage distribution to be made by the receiver.  

No distributions are made to customers who have already received withdrawals greater than the 

percentage distribution to be made.   Thus a second step must be applied: 

Step 2:  Calculated Distribution – Pre-Receivership Withdrawals = Actual Distribution 

 Investor A who has taken no prior withdrawals will have a Calculated Distribution equal 

to his Actual Distribution.  Step 1: $2000 x 25% = $500;  Step 2:  $500 - $0 = $500 

Actual Distribution; 



 Investor B has already taken a $200.00 withdrawal from his account so his Actual 

Distribution from the Receivership will be $300.00:   Step 1:  $2000 x 25% = $500;   

Step 2:  $500 - $200 = $300 Actual Distribution; 

 Investor C has already taken a $750 withdrawal from his account so his Actual 

Distribution from the Receivership will be $0:  Step 1:  $2000 x 25% = $500; Step 2:  

$500 - $750 = (-$250) or no Actual Distribution; 

 Likewise Investor D has already taken a $2100.00 withdrawal from his account so his 

Actual Distribution from the Receivership will be $0:  Step 1:  $2000 x 25% = $500;  

Step 2: $500- $2100 = (-$1600) or no Actual Distribution.   

 

Net-Investment Method 

The following illustrates how the net investment method works assuming an estate with the same 

$800 distributed above, which results in a return of 15.8416% to investors who are not net 

winners: 

Investor Total 

Investment 

Total 

Withdrawals 

Net 

Investment 

Net Investment  

Method  

15.84% 

Distribution  

 

Total Return 

Including 

Previous 

Withdrawals 

Investor A $2000.00  -0- $2000.00 $316.83 15.84% 

Investor B $2000.00 $200.00 $1800.00 $285.15 24.26% 

Investor C $2000.00 $750.00 $1250.00 $198.02 47.40% 

Investor D
1
 $2000.00 $2100.00 ($100.00) -0- 105.00% 

 

Under the net investment distribution method, prior withdrawals are subtracted from the total 

investment as the first step of the calculation: 

Step 1:  Actual Dollars Invested – Pre-Receivership Withdrawals = Net Investment 

                                                           
 



Thereafter that Net Investment is simply multiplied by the pro-rata share to arrive at a 

distribution amount: 

Step 2:  Net Investment x Pro-Rata Percentage = Actual Distribution 

 Again Investor A who has taken no prior withdrawals will have a Calculated Distribution 

that will equal his Actual Distribution.  Step 1: $2000 - $0 = $2000;  Step 2 $2000 x 25% 

= $316.83 Actual Distribution; 

 Investor B has already taken a $200.00 withdrawal from his account thus his Net 

Investment will be Step 1:  $2000 - $200 = $1800 which is then multiplied by the Pro-

Rata Percentage in Step 2:  $1800 x 15.8416% = $285.15 Actual Distribution; 

 Investor C has already taken a $750 withdrawal from his account so his Net Investment 

will be Step 1:  $2000 - $750 = $1250 which is then multiplied by the Pro-Rata 

Percentage in Step 2:  $1250 x 15.8416% = $198.02 Actual Distribution; 

 Investor D, a net winner, has already taken a $2100.00 withdrawal from his account so 

his Net Investment will be Step 1:  $2000 - $2100 = (-$100);  Step 2 results in a negative 

number to there would be no distribution to Investor D.   

 


