2022 · WILL I HAVE TO PAY TAX ON MY QUALIFIED ESPP?
Start Here
Did you sell shares that
you purchased under an
Employee Stock Purchase
Plan (ESPP)?

No

Yes

No tax is due until you
sell the shares.

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)?

Yes

No

The sale is a qualifying
disposition.

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.

Yes

The sale is a disqualifying
disposition.

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

Was the bargain (i.e.,
discount given by your
employer) greater than your
profit upon the sale of the
shares?
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.

Yes

No

Did you hold the shares for
more than one year after
the exercise date?

You will pay ordinary income
tax on the amount that the
shares’ FMV on the option
grant date exceeds the
option price.

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

Yes
Your cost basis in the shares
will be adjusted to include
the amount taxed as
ordinary income.
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No

No

Did your disposition price
exceed your cost basis?

Modern Wealth

Disclaimer

This material has been prepared for informational purposes only, and is not intended to provide, and should not be
relied on for, tax, legal or accounting advice. You should consult your own tax, legal and accounting advisors before
engaging in any transaction. Do not expect the funds quotes performance to continue in the future. Studies have
shown that funds that have outperformed their peers in the past generally do not outperform in the future. Strong
past performance is often a matter of chance. Investments are subject to market risk, including possible loss of
principal. Diversification does not ensure a profit or protect against a loss in a declining market.
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