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2020 · WILL I HAVE TO PAY TAX ON MY QUALIFIED ESPP?

Did you sell shares that 
you purchased under an 

Employee Stock Purchase 
Plan (ESPP)?

Did you hold the shares for 
more than two years after 
the option grant date (start 
of the offering period) and 

for more than one year 
after the option exercise 
date (end of the offering 

period)?

Was the bargain (i.e. 
discount given by your 

employer) greater than your 
profit upon the sale of the 

shares?

Did you hold the shares for 
more than one year after 

the exercise date?

Your cost basis in the shares 
will be adjusted to include 

the amount taxed as 
ordinary income.

You will pay ordinary income 
tax on the amount that the 

shares’ FMV on the 
disposition date exceeds the 

amount you paid for the 
shares under the option.

You will pay ordinary income 
tax on the amount that the 
shares’ FMV on the option 

grant date exceeds the 
option price.

You will pay ordinary income 
tax on the amount that the 
shares’ FMV on the option 
exercise date exceeds the 
amount you paid for the 
shares under the option.

NoYes

No tax is due until you 
sell the shares.

The sale is a qualifying 
disposition.

The difference between 
your disposition price and 
your cost basis will receive 

long-term capital gain 
treatment.

The difference between 
your purchase price and 

disposition price will receive 
long-term capital loss 

treatment.

The difference between 
your disposition price and 
your cost basis will receive 
short-term capital gain/loss 

treatment.
The different between your 
disposition price and your 

cost basis will receive 
long-term capital gain/loss 

treatment.

Did your disposition price 
exceed your cost basis?

The sale is a disqualifying 
disposition.

YesNo

NoYes

NoYes

NoYes

Start Here
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LOOKING FOR A FIDUCIARY, FEE-ONLY ADVISOR?

ABOUT US:

Cove Financial Planning is a fiduciary, fee-only Registered Investment Advisor that provides comprehensive financial planning and
investment management services with a focus on Socially Responsible Investing (SRI). Cove primarily works with clients virtually
across the country. Their mission is to help individuals and families align their financial plan and investments with their future
goals as well as their core values.

Cove has been featured in national publications including The New York Times, USA Today, CNBC, Business Insider, Investment
News, Financial Planning Magazine, Investor's Business Daily, MarketWatch, NerdWallet and Bustle.

Visit our website for more information or to schedule a free initial consultation call.

Disclosure: Cove Financial Planning is an Investment Advisor registered with the state of Wisconsin. This communication is not
intended as an offer or solicitation to buy, hold, or sell any financial instrument or investment advisory service. We do not
guarantee the accuracy or completeness of any description of securities, markets, or developments mentioned. The information
provided is subject to change without notice.

Ben Smith, CFP®, Founder & Financial Planner
ben@coveplanning.com | 952-807-4060 | www.coveplanning.com

https://www.coveplanning.com/

