BUCK BY BUCK * EXECUTIVE EQUITY PLAYBOOK

f{ Yeveiex  Executive Equity & Tax Optimization Playbook

Mastering NSO Supplemental Options, Asymmetric RSU Cliffs, and Multi-State Tax Arbitrage.

1. LEVERED SUPPLEMENTAL OPTION PROGRAMS (NETFLIX SOP) HURDLE RATES

* The +40% Gross Salary Breakeven Rule (40% Cost Factor [ 2.5x Leverage):
When forfeiting $1 of cash salary buys $2.50 of option notional value (cost factor = 40% of grant price), the stock must appreciate by
exactly +40% just for the intrinsic option spread to equal your forfeited gross salary. Below +40%, you lose money compared to
taking cash.

* The +66.7% Direct Stock Parity Hurdle:
For 2.5x levered options to beat simply buying 1.0x outright shares at grant, the stock must rise +66.7% (2.5 * (P - S) =1.0 * P). Only
above +66.7% appreciation does the 2.5x option leverage outperform direct share ownership.

* The 15% Single-Stock Concentration Ceiling:
Cap salary option allocations at 10% to 15% of total compensation. Unlike RSUs, options expire completely worthless ($0) if the stock
stays flat or drops over your holding horizon.

2. ASYMMETRIC RSU VESTING (5/15/40/40) & THE YEAR 3 BONUS CLIFF

* How the Year 3 Compensation Cliff Traps Employees:
Year 1 and Year 2 compensation is padded by large monthly cash sign-on bonuses while only 5% and 15% of initial RSUs vest. On
your 2nd anniversary, cash sign-on bonuses drop to $0 and your pay relies entirely on 40% RSU tranches.

* Calculating Your Flat-Comp Stock Hurdle:
Because your initial RSU grant was sized assuming 10% to 15% annual stock appreciation, a flat or down stock price between Hire
and Year 3 causes total compensation to drop by $20,000 to $80,000+ in Year 3.

* Immediate Sell-to-Diversify Protocol on Vest Day:
RSUs are taxed identically to a cash bonus the moment they vest. Holding vested RSUs for long-term capital gains exposes 100% of
your principal to single-company drawdown risk alongside your career.

3. EXECUTIVE EQUITY & MULTI-STATE TAX EXECUTION CHECKLIST

I:l Audit Default 22% Supplemental Tax Withholding vs. 37% Marginal Bracket

Employers typically withhold only 22% federal tax on RSU vests and NSO exercises under $1M, leaving high earners with a 10% to 15%
April tax underpayment penalty unless covered via quarterly estimated payments or W-4 adjustments.

|:| Coordinate NSO Exercise Timing Across Tax Years

Because NSO exercise spreads are taxed as ordinary W-2 income (up to 37% Federal + 2.35% Medicare + 13.3% CA), split exercises
across December and January to avoid pushing income into top marginal brackets.

I:l Account for California Ordinary LTCG vs. Washington 7% Excise Threshold

California taxes all capital gains at ordinary rates (up to 13.3%), whereas Washington charges 0% on ordinary W-2 [ NSO exercise
income and 7% only on long-term capital gains exceeding $270,000.

I:l Funnel Vested Equity Proceeds into Mega Backdoor Roth & Low-Cost ETFs

Use cash from liquidated RSUs to max out after-tax 401(k) Mega Backdoor Roth space ($70,000 limit) and automate broad-market
VOO/VTI purchases.

|:| Use SBLOC | Box Spreads Instead of Selling Appreciated Index Shares

When you need liquidity for a home down payment or tax bill, borrow against diversified ETFs via an SBLOC or SPX Box Spread (~4.35%)
rather than triggering 23.8%+ capital gains taxes.
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