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About This Example & Methodology (Read First)

Hypothetical nature. This plan is a fictional, educational illustration. It combines details from multiple
scenarios solely to demonstrate the depth of our planning process. It does not represent advice for
your circumstances and does not reflect a particular client’s results.
Capital-market & planning assumptions. Projections are based on JPMorgan’s long-term capital
market assumptions, general inflation of 2.5%, and current marginal tax rates of September 2025.
Monte Carlo simulations. Where stated (e.g., “98% simulated success”), results come from trials
across the planning horizon, using the above inputs. “Success” is defined as meeting modeled
spending and goal outlays without portfolio depletion in each simulation. Monte Carlo results are not
predictions; they show a range of possible outcomes, based on assumptions that will change over
time. There is no guarantee that those results will be achieved.
Important limitations. Hypothetical, back-tested, or simulated results do not:

 reflect cash flows, taxes, or fees exactly as an investor would experience in real time;
 incorporate all market frictions, plan changes, or behavioral responses;
 account for future changes in laws, tax rules, employer plans, or capital-market conditions.

Actual results will vary and may be materially different.
Security/strategy references. Any references to specific securities or issuers (e.g., Company ABC,
Company XYZ) or strategies (e.g., ISOs/AMT, §351 exchanges, ESPP, backdoor/mega-backdoor
Roth, direct indexing, tax-loss harvesting) are illustrative only. They are not recommendations to buy,
sell, or implement and may not be appropriate for you. Consult your tax and legal professionals
before implementing any tax strategy.
Confidentiality & MNPI. If you are subject to employer confidentiality policies, insider-trading
restrictions, or lock-ups relating to an acquisition, do not rely on this example to make decisions;
obtain firm-specific guidance from your employer and legal/tax/financial advisors.
No offer / no guarantee. This material is informational and not an offer to provide advisory services
in any jurisdiction where we are not appropriately registered/exempt. Past performance is not
indicative of future results; investing involves risk, including loss of principal.
Firm information. Simplify Wealth Planning (“SWP”) is a registered investment adviser in Texas and in
other jurisdictions where exempt. Registration does not imply a certain level of skill or training. See
our Form ADV Part 2A for services, fees, and risks (link).
Third-party trademarks. Trademarks and company names are the property of their respective owners
and are used here for illustrative identification only.
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Key Points
We recommend a strategy of  exercising 80% of your vested opt ions whi le
taking the 20% cash payout from the acquisit ion.  This approach best
balances securing favorable long-term capital  gains tax treatment with
managing concentrat ion r isk and ensuring you have suff ic ient  l iquidity
By systematical ly  maximizing your annual  contr ibut ions to al l  avai lable tax-
advantaged accounts (HSA,  401(k) ,  Backdoor Roth,  Mega Backdoor Roth,
and ESPP),  you can add approximately $2,880,000 to your long-term net
worth.
Implementing a direct  indexing and tax- loss harvest ing strategy within your
taxable brokerage accounts wi l l  further  opt imize your after- tax returns,
adding an est imated $170,000 in value over the next  ten years.

Summary
You are tremendously positioned to take advantage of a lot of tax savings opportunities moving
forward, especially once the Company XYZ transaction closes. An early retirement for both of you
is very much in the cards. 

Executive Summary

www.simplifywealthplanning.com 4

Through our strategies, we project you can enhance your plan’s probability of success from 94% to 97%
and increase your plan’s ending assets by $3M in today’s dollar equivalent (From $8.7M to $11.9M)
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0%

Long-Term Goals

Goals

Maximize Company ABC M&A equity
decision

% Complete

100%

Ensure adequate insurance coverages

Optimize investment strategy

Explore various retirement scenarios

Fund college for children

2025 Goals
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Implementation
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Implementation Plan

Phase 1: September - October 2025 

#1. Implement investment portfolio transition trades (+ reposition 401k)

#2. Finalize M&A equity decisions

#3. Consider primary goal for life insurance and adjust coverage as per shown on details
page

#4. Use our insurance broker to get updated insurance quotes

#5. 401k rollovers (old company 401k into new company 401k)

Phase 2: November 2025 - January 2026

#1. Further evaluate usage of backdoor Roth and Mega backdoor Roth

#2. Decide college funding plans and begin funding

#3. Connect you with CPA

#4. Establish estate planning documents

#5. Confirm beneficiaries are properly flagged on accounts

#6. Consider pursuing automated tax-loss harvesting approach in taxable account
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DETAILS
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Equity Compensation Holdings Overview

www.simplifywealthplanning.com

Equity Compensation Holdings Summary

Key Points
All  f igures based on $9 per share FMV
You current ly  have 155,786 shares which are Vested & Unexercised
You also have 43,488 Unvested shares which wi l l  convert  to Company XYZ
options
Al l  shares on track to vest  by 2028
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Equity Compensation – Acquisition Analysis

www.simplifywealthplanning.com

How Much Cash Should I  Take? 
With a f ixed pr ice deal  structure (most common),  any upside in Company
XYZ’s stock pr ice above the $700 deal  pr ice accrues to the Company ABC
shareholder
The more the Company XYZ’s pr ice trades above $700,  the less appeal ing
taking a cash payout is

Cash payout is  also taxed at  ordinary income tax rates and thus makes i t
less appeal ing
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Equity Compensation - Recommended Strategy

www.simplifywealthplanning.com

Key Points
The preferent ial  tax rate you can get  by exercising leaves you with a healthy
margin for  error

Company XYZ pr ice would need to decl ine by ~30% from the deal ’s  f ixed
share pr ice of  $700 to be a wash on the strategy

For someone l ike you with the cash f low f lexibi l i ty  to take calculated r isks,
and the desire to maximize your after-tax outcome from this windfal l ,
exercising a large % of your options and holding 1 yr  for  the tax benefits is
recommended.
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Key Points
Based on your projected income,  our analysis shows that  your AMT payable
related to the ISO exercises wi l l  be between $146k and $297k,  depending on
how many shares you exercise

Remember,  AMT is a prepayment of  tax,  not an addit ional  tax bi l l
AMT payable creates an equivalent  AMT credit ,  which is  then used to
offset  your tax bi l l  in  the future ( largely when you sel l  the shares that
caused the AMT bi l l )

AMT does not need to be paid in advance
As long as you meet your safe harbor tax requirement for  the year :

110% of the pr ior  year 's  tax l iabi l i ty
Based on your 2024 federal  taxes paid of  $66,558,  i f  you pay
$73,213,  you wil l  have met the safe harbor requirement

Then you wi l l  s imply owe your AMT taxes due at  tax f i l ing t ime (Apri l  of
the fol lowing year)
If  you then f i le  for  an extension of  taxes,  you would owe ~7% interest
(annual ized rate;  smal ler  i f  only 3 months) + 0.25% per month late
penalty  on any AMT amount due 

Annual  equivalent  APR for  3 month loan of  ~10%
This is  important  since i t  could buy you valuable t ime whi le you’re
wait ing for  the 1 year mark to qual i fy  for  long-term capital  gains

Equity Compensation - AMT Tax Analysis

www.simplifywealthplanning.com 11
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Key Points
You should understand how you would manage AMT in a worst-case scenario

If  Company XYZ stock pr ice were to be severely  eroded (scandal ,
competit ive pressure,  severe market  downturn,  etc.) ,  you would st i l l  be on
the hook to pay the AMT bi l l

RECOMMENDATION: From a r isk management standpoint ,  exercising 80% of
the shares and taking the 20% cash payout is  l ikely the best course of  action

The 20% cash payout would in ject  another ~$175k (net  of  tax)  into your
l iquid assets reserve (assuming share pr ice holds up during lockup)
You can exercise 80% of the shares for  around ~$88k.  

To manage cash f low,  our recommendation is to part ial ly  exercise ISO
4 and to avoid exercising ISOs 5 and 6.  

By fol lowing this strategy,  you would give yourself  a ~$79k cash posit ion
buffer ,  which would have you covered on the exercise cost and ful l  AMT
bil l  payment.  

You can always let  more of  the shares cancel  ( i .e . ,  by not  exercising
them) to bui ld up an even larger cash buffer  (subject  to sel l ing post
45-day lockup on the shares).
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Tax Planning Fundamentals

www.simplifywealthplanning.com 13

When the government offers you a tax shelter, it’s generally a good idea to take advantage of
it
Why?

Because the tax shelter offered by things like 401k, IRA, Roth, Backdoor Roth, Mega
Backdoor Roth can easily amount to +0.5% in return per year (conservative estimate for
high earners)

The rationale is, if you hold these investments in a taxable account and 2% is paid
out each year via dividends/interest at an all-in tax rate of 30%, that equates to a
roughly 0.5% annual tax drag

It may sound small, but it is enormous
And the more your account earns, the more valuable it is

This is precisely why the advice is to keep your high-earning equities in your Roth (i.e.,
asset location)

This is a foundational concept and applies directly to the following tax planning
recommendations 

An over looked concept
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Optimizing Usage of HSA Accounts

Notes
Being able to max out an HSA is one of  the most valuable wealth-bui lding
strategies

This is  one of  the most valuable accounts,  in  being the only account
type with tr iple tax-advantages
Jimmy is current ly  contr ibut ing $1,000 to his HSA
By maxing this account contr ibut ion each year under family  l imits
($8,550 max for  2025) ,  you increase your f inancial  plan’s wealth by
$142,875 (today’s dol lar  equivalent)

www.simplifywealthplanning.com

+$142,875 benefit from maximizing HSA
contributions

14

Maximize HSA vs Partial Funding Today - Ending Assets ($)
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Maxing Out 401k

Notes
A general  pr inciple to fol low is when you are offered a tax shelter ,  you
should ful ly  maximize i t  to the extent  your cash f low al lows for  i t
I  recommend doing so via the tradit ional  401k path to maximize your tax
deduction (Mega Backdoor Roth wi l l  a l low for  bui lding the Roth account)

By maximizing the 401k plans ful ly ,  i t  is  projected to increase your
f inancial  plan’s wealth by $135,019 (today’s dol lar  equivalent)

www.simplifywealthplanning.com

+$135,019 benefit from maximizing 401k
plans
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Maximize 401k vs Partial - Ending Assets ($)
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Capitalizing on Backdoor Roth IRA

Notes
When you have excess cash f low but are prevented from contr ibut ing to IRA
and Roth IRA due to income l imits ,  a  workaround is  the pursue a Backdoor
Roth IRA
The is  a perfect ly  legal  technique,  but  i t  requires tax f i l ing expert ise to
ensure i t ’s  done correct ly
By maxing this account contr ibut ion each year ($7,000 each for  both Jimmy
and Jennifer) ,  you increase your f inancial  plan’s wealth by +$563,800
(today’s dol lar  equivalent)
Conversions into Roth IRA ( including backdoor and Mega backdoor)  must be
in place for  5 years to avoid penalty  (even on contr ibut ion)

After  that ,  you can withdraw contributions  without any penalty

www.simplifywealthplanning.com

Maximize Backdoor Roth (Left) vs Don’t Use It (Right) - Ending Assets ($)

+$563,800 benefit from maximizing Backdoor
Roth contributions (today’s dollars)
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Notes

I f  you have the cash f low to support  a strategy l ike this ,  i t  can be quite
powerful :

Normal ly ,  you can only put  a relat ively  smal l  amount of  after‐ tax money
into a Roth (v ia regular  Roth IRA contr ibut ions)
But with the Mega Backdoor Roth,  you use your plan’s after‐ tax 401(k)
bucket to contr ibute wel l  beyond the usual  Roth l imits

Once in Roth form,  those funds compound without any tax drag (tax drag of
0.5% per year) .  Over 20+ years,  that  difference is  substant ial .  
Also,  Roth offers f lexibi l i ty  to access funds without penalty  i f  you need i t

Whi le better  for  long-term savings,  the Roth has many f lexibi l i ty
advantages (e.g. ,  tap into in a pinch,  etc)

Since you’re relat ively  young,  maximizing this consistent ly  over  your working
career wi l l  help you amass an addit ional  +$1,841,639 in net  wealth (today’s
dol lar  equivalent)
Conversions into Roth IRA ( including backdoor and Mega backdoor)  must be
in place for  5 years to avoid penalty  (even on contr ibut ion)

www.simplifywealthplanning.com

Tax Planning - Mega Backdoor Roth IRA

Maximize Mega Backdoor Roth vs Don’t  - Ending Assets ($)

+$1,841,639 benefit from maximizing Mega
Backdoor Roth contributions (today’s dollars)
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Conceptually Understanding Mega Backdoor Roth

www.simplifywealthplanning.com

The central concept with a Mega Backdoor Roth is that if you have excess cash flow, which
you might otherwise put into a taxable brokerage account (taxed each year), you could take
advantage of the ~0.5% tax shelter and enhance your wealth
Also, Mega Backdoor Roth can receive much larger sums of money ~$40k+ per year, which
makes the benefit very compelling
The idea is that you take advantage of this during your working years and then continue to
allow compounding to work in your favor. 

Tax shelter benefit
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Notes
This is  crucial  for  people with excess cash f low who continuously add
contr ibut ions to taxable accounts 
Why It ’s  So Powerful :

The value of  TLH hinges on three foundational  components:  
1.  The abi l i ty  to generate losses and convert  losses into tax savings  
2.  The benefit  received is  direct ly  proport ional  to the market  return you
can achieve by reinvest ing the tax savings
3.  The opt imal  behavior  includes harvest ing losses dai ly ,  making
consistent  contr ibut ions,  and harvest ing in a direct- indexed portfol io

For a high‑income cl ient  who real izes ongoing short‑term gains (RSU
sales,  ESPP disposit ions,  rebalancing trades,  etc.) ,  the marginal  tax
savings on each harvested dol lar  can be well  north of  35%. This is  key.
That 's  why booking short-term losses is valuable.  

Where i t  can backfire:
I f  the investor  expects their  tax rate to be higher in the future ,  any
harvests may only subtract  value.

In your case,  pursuing this whi le being high-earning,  a tax loss harvest ing
strategy in your taxable account v ia a direct  indexing portfol io could net  you
approx.  +0.51% of addit ional  after- tax benefi t  per  year

When evaluated over the next  10 years ,  this equates to ~$170k benefit  in
today’s dol lar  equivalent

Tax Loss Harvesting (TLH) - Crucial For High Earners

www.simplifywealthplanning.com 19
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ESPP Participation
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Key Points
Company XYZ offers a 15% discount on company stock via the ESPP for
employees
The two strategies to pursue:

Option 1 ( immediate sale):  take the immediate gain dur ing each purchase
period and sel l  as soon as your trading window opens

Pro:  Lowest r isk from a concentrated stock standpoint
Con:  Not as tax-eff ic ient  as holding unt i l  long-term gains can be
captured

Option 2 (qual ifying disposit ion):  Qual i fy ing Disposit ion is  a sale of  ESPP
shares that  occurs at  least  2 years from the start  of  the offer ing per iod
and 1 year from the purchase date.

Pro:  Locks in more favorable tax treatment
Con:  Riskier  from a stock concentrat ion standpoint ,  and potent ial  stock
price decl ine,   a l though the long lookback per iod can help a lot  with
reducing r isk

By maxing out the usage of  the ESPP,  you can enhance your plan’s net  wealth
by +$196,022 (today’s dol lar  equivalent)
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Investments Overview

Current Asset Allocation vs Proposed

Notes
While you’re in your pr ime working years ,  focusing on a portfol io which can
help maximize growth is  a good approach to take
While your portfol ios are general ly  fol lowing this today,  they can be
optimized a bit  further ,  such as by providing more diversif icat ion,  inf lat ion
protect ion and seeking the TLH and direct  indexing approach discussed
earl ier  to enhance your after- tax returns (this part  not  able to be modeled
into the RightCapital  analysis)
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Investments Overview

Proposed Asset Allocation and Asset Location

Notes
Based on your r isk assessment ,  you’re geared towards an equity-heavy,
growth portfol io
Since you don’t  have many large near-term l iquidity  needs,  largely pursuing a
growth portfol io (with appropriate diversif icat ion and strategic hedges) can
be achieved

We’ l l  want to be mindful  of  any tax impl icat ions in your taxable accounts
as we transit ion to a long-term strategy
We’ l l  a lso want to be strategic with asset locat ion (which type of  assets
you hold in which account type)

See investment pol icy statement for  addit ional  recommendations on 529 plan
portfol io
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Estate Planning - The Value To You

www.simplifywealthplanning.com

Notes

Through a platform I  use,  EncoreEstate Plans,  you can set  up common estate
planning documents in a seamless manner (revocable l iv ing trust ,  last  wi l l ,
l iv ing wi l l ,  power of  attorney,  and appointment of  health care proxies)  for
~$600

The benefit  is  that  al l  the docs are then central ized in one place and any
making changes is  easy
EncoreEstate also provides access to l ive attorney support  at  competit ive
rates in case you have more detai led quest ions

We partner  with EncoreEstate Plans,  who is  going to draft  the documents.
My job is  to help you more clear ly  understand what your estate planning
goals are.  Someone else is  going to do the actual  legal  document draft ing.

I t ’s  important  to ensure assets moved into a trust  are t i t led properly  and
that you don’t  inadvertent ly  ret i t le  assets such as 401k,  IRA,  HSA into a
revocable trust ,  as that  would be considered a taxable distr ibut ion

I am not an attorney and Simplify Wealth Planning does not provide legal services. Our role is to help you articulate your
estate‑planning goals and to store completed documents in your financial plan. All legal documents are prepared by you
directly through EncoreEstate Plans or outside attorney licensed in your state, where applicable. We encourage you to consult
independent counsel before executing or relying on any estate‑planning documents.
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Insurance Coverage Optimization - Life

Life Insurance Analysis - Goals Coverage

Key Points
Based on current  project ions,  and for  solving for  reaching al l  of  your
f inancial  goals ,  current  l i fe  insurance coverage is  not  suff ic ient

The purpose of  l i fe  insurance is  to protect  your abi l i ty  to generate income
from a premature death (30 years worth of  income potent ial  in  your case)
Term l i fe insurance is  a great  solut ion for  this and is  general ly  affordable

However ,  l i fe  insurance can also be used to preserve a certain l i festyle for
your family  afforded to them via your paycheck

Preserving l i festyle often encompasses the ensuring goal  route and
typical ly  requires more coverage

Jimmy has some coverage through his employer ,  but  our analysis indicates
he needs to increase coverage from $250k (employer provided) to around
$2M
Our recommendation for  Jennifer  is  $300k in term l i fe insurance coverage

Life Insurance Analysis - Lifestyle Preservation Coverage Needed

Jimmy Jennifer

Jimmy Jennifer
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Insurance Coverage Optimization - Disability

Key Points
Jimmy current ly  has disabi l i ty  insurance through work,  with a 38% coverage
rat io.  Since the employer pays for  the insurance,  the 60% benefit  does not
have an inf lat ion adjustment and thus makes i t  net  out  to 38%

Also,  when the employer pays,  the benefi t  is  taxable ,  so that  is  also a
factor  to consider
We should inquire around whether the employer would al low you to pay
the premiums,  which would then make the benefi t  tax free (and any
subsequent changes to coverage i f  they al low i t) ;  otherwise,  we should
explore supplementary coverage
We can discuss Jennifer ’s  coverage,  but  individual  plans can be expensive

Disability Insurance Income Coverage - Jimmy
Disabled Tomorrow

Disability Insurance Income Coverage - Jennifer
Disabled Tomorrow
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Stress Testing

Stress Test Results - Probability of Succes

Notes
I t ’s  imperat ive to stress test  your f inancial  plan for  potent ial  chal lenges,
such as anemic market  returns,  h igher inf lat ion,  h igher taxes,  or  many
factors combined.  
Our stress test  shows that  for  any singular  factor  that  were to hit ,  there
is very l i t t le  chance of  your plan not working out
If  many of  the factors were to happen simultaneously ,  the plan’s
probabi l i ty  of  success could fal l  f rom 96% to closer to 52%

52% is st i l l  a  sol id f igure to target  in a very stressed scenario
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Success Probability Changes With Earlier Retirement

www.simplifywealthplanning.com

Current
Jimmy Retires at

age 55
Jennifer Retires at

age 45

Proposed
Jimmy Retires at

age 50
Jennifer Retires at

age 45

Proposed
Jimmy Retires at

age 45
Jennifer Retires at

age 45

Probability of Success 97% 78% 38%

Projected Ending Assets (Today's
$)

11,943,069 5,655,153 $0 

Notes
The changes below assume al l  recommendations previously out l ined are
implemented and the only changes are the projected ret i rement age
Results are based on straight- l ine project ions and do not include what
would happen i f  the ret i ree would face prolonged stressed market
condit ions
The results show that  Jimmy ret i r ing between ages 50-55 is  a real ist ic
proposit ion

It  wi l l  reduce your margin for  error ,  but  based on non-stressed
condit ions,  i t  should be achievable
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