Dexit and the Shifting Landscape of Investor Protections

Delaware has long been the pre-
ferred state of incorporation for U.S.
companies due to its well-developed
body of corporate law, specialized
Court of Chancery, and predictable
governance laws. In more recent
years, however, a developing trend
has emerged: companies are choos-
ing to leave Delaware as their state
of incorporation, in part as a re-
sponse to Delaware’s investor-pro-
tective fiduciary-duty framework.
This movement has become wide-
ly known as “Dexit,” and is large-
ly driven by company boards and
executives seeking to incorporate
in jurisdictions perceived as offer-
ing reduced legal exposures, lower
regulatory costs, and greater clarity
and predictability for management,

including clearer statutory rules
governing corporate governance.
Further, some companies relocat-
ed in an effort to attract and retain
directors, claiming that reincorpo-
ration would protect them from ex-
cessive litigation. Other states, most
notably Texas, Nevada, and Florida,
have become increasingly popular
alternative states of incorporation
because they are viewed as provid-
ing stronger statutory protections
for directors and officers and greater
deference to board decision-making
under comparable circumstances.

Another catalyst in the recent
wave of the corporate exodus away
from Delaware was the high-pro-
file Delaware Court of Chancery’s
January 2024 decision in Tornet-
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ta v. Musk. In Tornetta, the court
rescinded Elon Musk’s $56 billion
Tesla compensation package despite
stockholder approval, finding the
compensation plan to be an unfair
conflicted-controller  transaction
invoking entire fairness review. The
ruling set a high bar for fairness.
Following the courts decision, Tes-
la and other companies expressed
their concerns with Delaware law
and publicly announced their depar-
tures, with plans to reincorporate.

In March 2025, Delaware state
law responded by signing Senate
Bill 21 (SB21) which is a significant
amendment to the state’s corporate
law code, Delaware General Cor-
poration Law (DGCL). SB21 revis-
es core corporate governance rules,

such as introducing more permis-
sive rules for transactions involving
conflicted directors, officers, or con-
trolling shareholders. Specifically,
SB21 codifies safe harbors for such
transactions, thus protecting them
under the business judgment rule
and making them harder to chal-
lenge in court. SB21 also narrowed
the scope of shareholder inspec-
tion rights when they request books
and records. The law was intended
to curb fiduciary litigation and re-
store confidence in Delaware law.

Despite these corporate law con-
troversies and efforts by Delaware
to provide greater predictability,
the actual exodus to other jurisdic-
tions was limited. However, the le-
gal landscape is evolving. Evidence

indicates that the actual departures
from Delaware remain modest. For
now, Delaware remains the leading
jurisdiction for corporate law, with
SB21 demonstrating the State’s in-
tention to retain its dominance as a
corporate hub.

Recently, the Delaware Supreme
Court reversed the decision in Tor-
netta. It remains to be seen how
this will impact Delaware corpo-
rate law and the broader legal land-
scape in a post SB21 Delaware.
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Johnson Fistel Helps Achieve a Settlement Providing Over $50 Million in Benefits to
Road Runner VIP Class Members

On November 14, 2025, Judge Joel
R. Wohlfeil of the San Diego Supe-
rior Court granted final approval of
a comprehensive class action set-
tlement resolving claims that Road
Runner Sports deceptively enrolled
customers into its VIP Rewards Pro-
gram and failed to provide the clear,
conspicuous automatic-renewal
notices required under California
law. The court appointed Johnson
Fistel as Class Counsel along with
co-counsel Blood Hurst & O’Rear-
don LLP, who jointly led the litiga-
tion on behalf of hundreds of thou-
sands of affected consumers.

The lawsuit alleged that con-
sumers were charged renewal fees
without proper disclosure or valid
consent, and that cancellation pro-
cedures were confusing and difficult
to access. After more than five years
of hard-fought litigation, includ-
ing a successful appeal, summary
judgment briefing, class certifica-
tion, and review of millions of cus-
tomer transaction records, the par-
ties reached a settlement delivering

more than $50 million in value to
California consumers.

Key Settlement Benefits

1. Over $28.4 million in direct
monetary and membership relief

Benefits are automatic; there is no
claim required for most class mem-
bers and the Rewards Cash can be
used like actual cash to purchase
products at Road Runner.

Currently Enrolled Members re-
ceive:

¢ $10 renewal fee reduction, and

« $15 in Rewards Cash (with the
option to claim an additional $10).

Formerly Enrolled Members re-
ceive:

o free 12-month VIP Family Re-
wards Membership (valued at
$49.99), and

« automatic Rewards Cash depos-
its of $25 or $15.

These benefits go to more than
500,000 class members.

2. Sweeping injunctive reforms
valued between $22.3 million and
$42.3 million

Road Runner must implement
major changes to its VIP Program
nationwide, including: clear and
conspicuous renewal disclosures,
mandatory pre-renewal reminders,
improved enrollment and cancella-
tion flows, and employee training
and compliance oversight.

These reforms protect consumers
going forward and ensure compli-
ance with Californias Automatic
Renewal Law.

Frank ]. Johnson, the partner in
charge of the matter noted that “this
settlement provides meaningful fi-
nancial relief, long-term program
reforms, and ensures transparency
in Road Runner’s VIP membership
practices.”

The attorneys at Johnson Fistel
responsible for the successful litiga-
tion of this matter include Frank J.
Johnson and Kristen O’Connor.
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Upcoming Lead

Plaintiff Deadlines

Johnson Fistel is investigating many potential cases arising
under the federal securities laws. If you would like more
information, or if you wish to participate in an action, please
contact us as soon as possible to ensure that your rights are
fully protected. Listed on this page are matters that the firm
is investigating and the applicable deadlines for filing a
motion with the court to be appointed as a “lead plaintiff”
under the Private Securities Litigation Reform Act of 1995.

Jury Awards $17 Million
to San Diego Psychologist
in Workplace Sex
Discrimination and
Retaliation Case

A jury in Sacramento County re-
turned a verdict of approximately
$16.8 million in late 2025 in favor
of a San Diego clinical psychologist
who sued the California Depart-
ment of Corrections and Rehabil-
itation after alleging sex discrimi-
nation, retaliation, harassment, and
other unlawful treatment during
her employment at Salinas Valley
State Prison.

Allegations Presented to the
Jury

The plaintiff alleged that, as a li-
censed clinical psychologist work-
ing at a high-security unit of the
prison system, she raised multiple
workplace concerns, including:

. A failure by supervisors to
appropriately respond to threats
made by an inmate, including com-
ments that made her fear for her
safety.

. Sexualized remarks and in-
appropriate jokes by a colleague,
contributing to a hostile work envi-

(Continued on Page 5)

Company Deadline
Agilon Health, Inc. Mar 2
Fermi Inc. Mar 6
Varonis Systems, Inc. Mar 9
Ardent Health, Inc. Mar 9
CoreWeave, Inc. Mar 13
Bath & Body Works, Inc. Mar 13
Smart Digital Group Limited Mar 16
Vistagen Therapeutics, Inc. Mar 16
Endeavor Group Holdings, Inc. Mar 18
Bellring Brands, Inc. Mar 23
Beyond Meat, Inc. Mar 24
BellRing Brands, Inc. Mar 26
Ramaco Resources, Inc. Mar 31
Richtech Robotics Inc. Apr3
Plug Power Inc. Apr 3
Ultragenyx Pharmaceutical Inc. Apr6
Oracle Corporation Apr 6
Mereo Biopharma Group PLC Apr 6
Inovio Pharmaceuticals, Inc. Apr7
PaySafe Limited Apr7
Masonite International Corpora- Apr 7
tion
Kyndryl Holdings, Inc. Apr 13
Uniqure N.V. Apr 13
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ronment.

. Discriminatory  treatment
and retaliation after voicing con-
cerns about safety and workplace
conditions.

. After reporting these issues
to higher authorities, she was termi-
nated and later alleged that prison
officials circulated her identifying
information and spread false state-
ments that impeded her ability to
find new work.

The jury concluded that these
facts supported claims of sex dis-
crimination, disability discrimina-
tion, harassment, retaliation, and
civil rights violations, and awarded
substantial damages accordingly.
The jury awarded her $2.8 million
in economic damages for lost earn-
ings, non-economic damages of
more than $11 million, and damag-
es related to defamation of reputa-
tion, shame, and hurt feelings of $3
million.

A Message for Employees Who
Believe Their Rights Were Violat-
ed

Every worker in California has the
right to be free from discrimination
and harassment in the workplace.
When an employer’s conduct harms
an employee based on protected

characteristics like sex, and when
complaints lead to retaliation in-
stead of resolution, the legal system
provides a pathway for accountabil-
ity.

If you believe you have experi-
enced unlawful discrimination, ha-
rassment, retaliation, or a hostile
work environment, it may be valu-
able to explore your legal options.
There are strict deadlines for assert-
ing claims, and early evaluation can
make a meaningful difference in the
strength of your case.

You are entitled to dignity and
fairness at work. If you think your
rights have been violated, we en-
courage you to reach out for a confi-
dential consultation to discuss your
situation and determine if legal ac-
tion is appropriate.

Sources:

https://www.dailyjour-
nal.com/article/388363-ju-
ry-awards-17m-to-psy-
chologist-in-discrimi-
nation-suit-against-prison-sys-
tem?utm source=chatgpt.com

https://ground.news/article/jury-
awards-former-ca-prison-doctor-
17-million-in-damages-for-retal-
iation-case?utm source=chatgpt.
com

https://www.legalnewsline.com/
south-california-record/jury-or-
ders-ca-to-pay-fired-prison-psych-
doc-17m-for-defamation/article
a9aa3392-c35d-412d-a954-7el7ef-
ae225e.html?utm source=chatgpt.
com

el
AT ¢
Five Tax Strategles Worth

Revisiting in 2026

This article is reprinted with

permission from Esq. Wealth
Management, Inc.

At EsqWealth, we spend very little
time chasing shiny tax tricks and a
great deal of time making sure prov-
en strategies are implemented cor-
rectly. Most expensive tax mistakes
are not the result of aggressive plan-
ning. They are the result of well-in-
tentioned ideas executed poorly.

Below are five legitimate tax strat-
egies we frequently see discussed
online. Each can be powerful. Each
can also quietly backfire. The differ-
ence is not creativity. It is structure,
timing, and discipline.

1. Owning the Real Estate Your
Business Already Uses

One of the most overlooked tax
strategies is also one of the most
straightforward: owning the build-
ing where your business operates.

Many business owners rent of-
fice, warehouse, or medical space
for years without considering the
tax inefficiencies. When structured

(Continued on Page 6)
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properly, purchasing that property
through a separate entity can create
meaningful deductions through de-
preciation while still keeping liabili-
ty risks compartmentalized.

The trap lies in the IRS self-rental
rules. A grouping election allows a
business owner to formally treat the
operating business and the related
rental activity as a single economic
activity for tax purposes. Without
that election, rental income may be
treated as active while rental losses,
including depreciation, remain clas-
sified as passive. That is the worst of
both worlds. When the activities are
properly grouped, depreciation and
cost-segregation deductions from
the property can be used to offset
operating income rather than being
trapped as passive losses.

Example:

A professional practice acquires
a commercial building for $1.8
million. Straight-line depreciation
might generate roughly $45,000
per year. With cost segregation and
proper grouping, several hundred
thousand dollars of depreciation
may be accelerated into the early
years, potentially offsetting a mean-
ingful portion of active business in-
come.

Miss the grouping election and
the benefit may be permanent-
ly lost. The IRS generally requires
the election to be made in the first
year the activities are eligible to be
grouped. If it is not done on a time-
ly filed return, depreciation losses
may be trapped as passive losses
and remain unusable for years, even
though the rental income is treated
as active.

In practical terms, a business

owner can buy the right property
and structure everything correctly,
yet still lose much of the expected
tax benefit simply because the elec-
tion was missed. This is one of those
areas where the paperwork matters
as much as the purchase.

2. S Corporation Elections That
Actually Reduce Tax

The S corporation election is often
presented as a universal solution for
business owners. It is not.

For the right type of business,
typically high-margin service busi-
nesses, an S corporation can reduce
payroll taxes by splitting income
between reasonable W-2 compen-
sation and distributions. The sav-
ings come from limiting exposure
to self-employment tax, not from
avoiding income tax.

Example:

A consulting business generates
$325,000 in annual net profit. With
areasonable salary of $140,000, pay-

roll taxes apply only to that portion,
while the remaining profit flows
through as distributions. When
done properly, the annual savings
can be meaningful.

Where this breaks down at lower
income levels is simple math. If a
business only generates $100,000 of
annual net profit, there is often very
little room to create tax savings. A
reasonable salary for that level of in-
come might be $70,000 to $80,000.
Payroll taxes would apply to most of
the income anyway, leaving only a
modest distribution. After account-
ing for additional payroll filings,
tax preparation, bookkeeping, and
state-level S corporation taxes, the
incremental savings are often min-
imal or nonexistent.

The other common failure point
is compensation that is not defen-
sible. If a business owner takes an
unreasonably low salary to maxi-
mize distributions, the IRS can re-
characterize those distributions as

(Continued on Page 7)
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(Continued from Page 6)

wages on audit. That results in back
payroll taxes, penalties, and inter-
est. In practice, this can turn what
was meant to be a tax-saving strat-
egy into a net loss. The S corpora-
tion does not eliminate payroll tax.
It only limits it to the portion that
is properly treated as compensation
for services actually performed.

In both cases, the issue is not
whether an S corporation can work.
It is whether there is enough in-
come to justify the structure and
whether compensation is set at a
level that would withstand scrutiny.
This is why an S corporation should
be treated as a precision tool rather
than a default election.

3. Short-Term Rentals as an Ac-
tive Tax Strategy

Real estate remains one of the
most tax-advantaged asset classes in
the Internal Revenue Code, but not
all rental activity is treated equally.

Short-term rentals that meet spe-
cific requirements may be treated as
active businesses rather than pas-
sive investments. When structured
and operated correctly, depreciation
losses may be used to offset wages
or business income.

Key requirements include average
guest stays of seven days or less and
material participation by the owner.
The average guest stay test applies
to the rental activity as a whole and
is calculated by dividing total days
rented by the number of rental pe-
riods during the year. If the average
stay exceeds seven days, the activity
generally falls back into the passive
category regardless of other factors.

Material participation means the
owner is meaningfully involved in

the operations of the property, not
merely an investor. This can in-
clude activities such as managing
bookings, coordinating cleaning
and maintenance, communicating
with guests, and handling pricing
and marketing decisions. The IRS
looks at hours, involvement, and
documentation. If a property man-
ager performs substantially all of
the work, or if the owner cannot
substantiate their participation, the
activity may be treated as passive.

This is not a set-it-and-forget-it
strategy. It rewards hands-on in-
volvement and recordkeeping, and
it tends to fail when the owner del-
egates everything or assumes that
ownership alone is enough.

Example:

An investor acquires a vacation
property that qualifies as a short-
term rental and actively manages
the operations. Accelerated depre-
ciation creates a significant paper
loss in the first year, even though
cash flow remains positive. That loss
may offset income elsewhere on the
return.

The IRS is well aware of abuse
in this area. Poor documentation,
property managers doing all the
work, or personal use disguised as
rentals are common audit triggers.
This strategy rewards involvement
and recordkeeping, not shortcuts.

4. Certain Investments That
Produce Active Losses

Most investment losses are pas-
sive and limited in how they can be
used. There are narrow exceptions,
and one of the most commonly mis-
understood involves properly struc-
tured working interests in oil and

gas projects.

When an investor holds a true
working interest and liability is not
limited, the tax code treats the ac-
tivity as active by nature. Unlike real
estate or operating businesses, the
investor does not need to materially
participate in day to day operations.
The active treatment flows from the
investor’s direct economic exposure
rather than their level of involve-
ment.

The primary driver of the tax
benefit is intangible drilling costs,
which may be deductible in the year
they are incurred. These costs often
represent a significant portion of
the initial capital investment and
can generate large paper losses early
in the project’s life.

Example:

An investor commits $250,000 to
a properly structured oil and gas
working interest. Of that amount,
$180,000 is allocated to intangible
drilling costs that are deductible in
the first year. The investor may be
able to claim most or all of that de-
duction currently, even though pro-
duction and cash flow may occur
over several years. For a high-in-
come earner, that deduction could
offset other active income and ma-
terially reduce current year tax lia-
bility.

This strategy is not about passive
investing disguised as tax plan-
ning. It carries real economic risk,
depends heavily on correct legal
and tax structuring, and requires
comfort with complexity and un-
certainty. If liability is limited or the
structure resembles a traditional
partnership investment, the losses

(Continued on Page 8)
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L

may revert to passive treatment and
the intended benefit can disappear.
When done correctly, it can be ef-

tective. When done casually, it can
be painful.

5. The Boring Stuff That Saves
Real Money

Some of the most avoidable tax
costs have nothing to do with ad-
vanced planning or complex struc-
tures. They come from simple cash
flow mistakes.

Underpayment penalties and in-
terest accumulate quietly through-
out the year when estimated taxes
are not paid correctly. Unlike most
planning errors, these costs provide
no upside, no deferral, and no fu-
ture benefit. They are pure leakage.
Paying estimated taxes properly
does not feel sophisticated, but it
is one of the most reliable ways to
avoid unnecessary losses.

The Safe Harbor rules are straight-
forward. If a taxpayer pays in enough
during the year through withhold-
ing and estimated payments, pen-
alties are avoided regardless of the
final tax bill. For high-income tax-

payers, this generally means paying
atleast 110 percent of the prior year’s
total tax liability on a timely basis.
Filing an extension only extends the
deadline to file paperwork. It does
not extend the deadline to pay.

Example:

A business owner owes $420,000
in total federal and state taxes for
the year but only pays $300,000
through withholding and estimated
payments. The remaining balance is
paid at filing. Even though the tax
is ultimately paid, underpayment
penalties and interest can easily ex-
ceed $20,000, depending on timing
and rates. By contrast, paying an
additional $50,000 to $60,000 even-
ly throughout the year would likely
have eliminated penalties entirely.

What makes this especially frus-
trating is that these penalties often
coexist with sophisticated planning
elsewhere on the return. It is not
uncommon to see high-income tax-
payers focusing on complex strat-
egies while losing five figures to
avoidable penalties simply because
cash flow planning was ignored.

This is not glamorous work, but
it is foundational. Getting the bor-
ing stuff right often saves more real
money than chasing the next clever
idea.

Final Thought

The difference between a strate-
gy that works and one that fails is
usually not the idea itself, but the
discipline of execution and docu-
mentation. The strategies discussed
above are not exotic; they are not
loopholes. All are fact-dependent
and execution-driven.

At EsqWealth, our role is not to
stack strategies for the sake of com-
plexity. It is to determine which
tools fit your situation, coordinate
them properly, and avoid the quiet
mistakes that turn good ideas into
expensive lessons.

If you would like to explore
whether any of these approaches are
appropriate for your circumstances,
we are happy to have that conversa-
tion.
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Seven Smart Financial Resolutions in a 7-Minute Read

This article is reprinted with permission from Esqg. Wealth Management, Inc.

The start of a new year brings a fa-
miliar ritual. We promise ourselves
we will eat better, exercise more, and
finally get organized. By mid-Feb-
ruary, the gym is quieter, the salad
drawer has become a monument to
good intentions, and most resolu-
tions have quietly disappeared with-
out so much as a goodbye email.

Financial resolutions tend to
meet the same fate. They are often
vague, aspirational, and impossible
to measure. “Be smarter with mon-
ey” sounds responsible, but it is not
a plan. It's a wish, and wishes rarely
survive contact with real life or real
markets.

The irony is that successful invest-
ing has very little to do with grand
gestures or bold predictions. It is
built on a small number of repeat-
able behaviors executed consistently
over long periods of time. It is usu-
ally boring, occasionally uncom-
fortable, and almost never discussed
on financial television, which may
be its greatest endorsement.

At EsqWealth, we often say our
approach is to bore clients into long-
term success. We believe long-term
wealth is built through disciplined,
repeatable decisions, and durable
strategies, not flashy trends, specu-
lative bets, or aggressive interpre-
tations of tax or investment rules.
That philosophy carries through ev-
erything we do, from financial plan-
ning to portfolio construction.

With that in mind, here are sev-
en New Year’s resolutions investors
might actually keep. Each is specif-
ic, measurable, and designed to im-
prove outcomes over time without
requiring a personality transplant
or a sudden interest in day trading.

1. Replace Vague Intentions
With Measurable Decisions

A common financial resolution
sounds something like this: “I want
to make better investment decisions
this year”

That sounds admirable. It is also
completely unhelpful.

A better resolution is one you can
score. Just as “I will work out more”
means nothing compared to “I will
exercise five days per week,” invest-
ment behavior needs objective stan-
dards.

For example:

. I will not make any invest-
ment decision within 24 hours of a
major market headline.

. I will not change my long-
term allocation unless my personal
circumstances materially change.

. I will review performance
quarterly, not daily.

. I will not add new invest-
ments without understanding how
they fit into the broader portfolio.

Success here is not defined by
market returns. It is defined by ad-
herence to process. If you followed
your rules during volatility, you
succeeded even if the market was
unpleasant. If you abandoned them
after three scary headlines, you did
not.

This resolution alone has probably
saved more money than any clever
strategy ever invented.

2. Automate the Important
Things and Stop Relying on Will-
power

Willpower is overrated. Systems
win.

A measurable resolution here
might be:

. All savings and investment
contributions occur automatically.

. Rebalancing happens on a
defined schedule, not when it “feels
right”

. Excess cash above a specific

(Continued on Page 10)

THE MONITOR

Winter 2026

Page 9


https://www.esqwealth.com/articles/protecting-your-wealth-the-implications-of-a-reduced-lifetime-gift-tax-exemption-in-2025
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target amount is swept into invest-
ments quarterly.

If you still have to remember to
move money, you are doing too
much work. The best systems reduce
friction and limit the role emotion
plays in decision-making.

A simple way to measure success
is whether you had to think about
these actions during the year. If you
did, the system is not finished.

3. Review Your Estate Plan if It
Has Not Been Touched in Five
Years

If your estate plan has not been
reviewed in five years, it should be.
Full stop.

That does not mean anything
is wrong. It means the odds that
something is outdated increase with
time. Laws change. Assets change.
Families change. Trustees age. Ben-
eficiaries’ lives change too.

A measurable resolution:

. Review estate planning doc-
uments at least once every five years.

. Confirm beneficiary desig-
nations annually.

. Verify that asset titling
matches the intent of the plan.

. Confirm that the people
named still make sense.

Success is not rewriting docu-
ments for the sake of activity. Suc-
cess is confirming that what you in-
tended five, ten, or twenty years ago
is still what you want today.

Your heirs will not care how ele-
gant the documents were if they do
not work as intended.

4. Build a Liquidity Buffer You
Can Actually Live With

Liquidity is not about maximizing
yield. It is about avoiding bad deci-
sions at the worst possible time.

The traditional advice of holding
three to six months of expenses as-
sumes job transitions are short and
predictable. That is often no longer
the case, particularly for senior pro-
fessionals and business owners.

A more realistic resolution for
many investors:

. Maintain approximately 12
months of core living expenses in
true cash equivalents.

. Hold that liquidity in U.S.
Treasuries, Treasury-backed funds,
or high-quality money market mu-
tual funds.

. Avoid reaching for yield in
vehicles that restrict access or intro-
duce unnecessary risk.

U.S. Treasuries offer the added
benefit of state income tax exemp-
tion, and money market mutual
funds tend to provide daily liquidity
with yields that closely track short-
term rates.

Success here is simple. If markets
decline or income is interrupted,

you should not be forced to sell
long-term investments. If you can
ride out turbulence without touch-
ing your portfolio, the buffer did its
job.

5. Control Spending Increases
Before They Control You

Most financial plans do not fail be-
cause of bad investments. They fail
because spending quietly rises over
time and never comes back down.
A nicer car here, more travel there,
a few new recurring expenses that
seemed harmless at the time. Indi-
vidually they feel manageable. Col-
lectively they become permanent.

This kind of spending drift rarely
announces itself. It just happens, es-
pecially when income is strong and
markets are cooperative. The prob-
lem is not enjoying success. The
problem is letting higher spending
become the default without decid-
ing whether it actually adds value.

A better approach is to set a clear
spending target and revisit it regu-
larly. Spend intentionally on what
matters most and be honest about
the rest. That discipline does more
to protect long-term financial secu-
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rity than any clever investment idea.
A measurable resolution:

. Establish an annual spend-
ing target and review it quarterly.

. Track fixed lifestyle up-
grades separately from discretion-
ary spending.

. Require a cooling-off period
before large recurring expenses.

Success is not deprivation. It is
intentionality. Spending aligned
with values tends to feel satisfying.
Spending driven by momentum
tends to feel invisible until it be-
comes problematic.

The market rarely ruins financial
plans. Spending does a fine job on
its own.

6. Rebalance Risk, Not Just Per-
formance

After strong markets, many inves-
tors discover their portfolios are far
more aggressive than they remem-
ber approving.

A measurable resolution:

. Review asset allocation an-
nually.

. Rebalance back to target
ranges regardless of market condi-
tions.

. Do not allow equity expo-
sure to drift beyond predefined lim-
its.

If your portfolio has quietly tak-
en on more risk than you intended,
that is not confidence. It is inertia.

Success here is boring. It often
feels uncomfortable. That is usually
how you know it is working.

7.1f You Do Not Have a Compre-
hensive Financial Plan, Get One

Accumulating more money is not
the same thing as building wealth.
Many people focus relentlessly on
gathering assets without ever de-
fining where they are trying to go.
More is not a strategy. Direction is.

A comprehensive financial plan
answers the questions accumula-
tion alone cannot. How much do
you need to retire with confidence?
How much can you safely spend in
retirement without running out of
money? Are your investments held
in the right taxable or tax-favor-
able accounts? Are your assets titled
properly for protection and estate
planning purposes? Are you pay-
ing more in taxes than you should
be? Are you prepared for disability,
death, or other unexpected events?

Without a written plan, it is sur-
prisingly easy to drift. A ship with-
out a charted course might even-
tually end up somewhere pleasant.
It might even stumble into Hawaii.
But it is far more likely to wander
into pirate waters, burn unneces-
sary fuel, or never arrive at the des-
tination you had in mind.

The same is true when building
a home. No one would construct a
custom house without blueprints
and hope it all comes together. A
financial life that spans decades of
retirement and often multiple gen-
erations deserves at least the same
level of planning.

This is why at EsqWealth we be-
lieve strongly in starting with a
comprehensive  financial  plan.
While no one plans to fail financial-
ly, many people fail to plan. That is
not courage. It is hope dressed up as
confidence.

A well-designed financial plan

brings clarity. It helps maximize
net worth intentionally rather than
accidentally. It aligns investments,
taxes, spending, estate planning,
and risk management around spe-
cific goals. Most importantly, it pro-
vides a framework for making good
decisions when markets are calm
and when they are anything but.

A financial plan is not about pre-
dicting the future. It is about being
prepared for it.

Closing Thoughts

The resolutions that actually sur-
vive into 2026 are the ones that are
specific enough to measure and
modest enough to repeat. Investing
success is not built in January and
lost in February. It is built quietly
over years by doing a few important
things consistently.

The start of a new year does not
require a financial reinvention. It
simply offers a clean page and an
opportunity to replace vague inten-
tions with clear standards and bet-
ter habits.

At EsqWealth, that is exactly how
we think about financial planning.
We focus less on dramatic moves
and more on building durable plans,
clear decision rules, and systems
that hold up long after the novelty of
New Year’s resolutions has worn off.

If you are still following your plan
by the time Valentine’s Day arrives,
congratulations. You are already
ahead of most resolutions, and well
ahead of the gym memberships.
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A Simple Portfolio Checkup in 5 Easy Steps

This article is reprinted with permission from Esg. Wealth Management, Inc.

Most investors look at their ac-
counts the same way they glance ata
weather app: quick look, shrug, and
on to the next thing. The problem is
that a portfolio deserves more than
a casual peek. Hidden issues such as
concentrated positions, duplicated
exposure, or risk levels that no lon-
ger match your circumstances can
quietly erode long-term results.

A meaningful review does not
require fancy software or a finance
degree. With a simple framework,
anyone can assess what they own,
why they own it, and whether ev-
erything is still working toward
their financial goals. At EsqWealth,
we walk clients through this type of
structured review to help bring clar-
ity, confidence, and purpose to ev-
ery investment decision.

Below is a five-step process you
can use to turn a scattered set of ac-
counts into a clear and intentional

investment plan.

1. Inventory Every Holding And
Identify Its Purpose

Your portfolio should function
like a well-coached team. Every
holding, whether individual stocks,
bonds, ETFs, mutual funds, or alter-
natives, must have a defined job:

« Growth (equities, growth funds)

o Income (dividend stocks, bond
funds)

« Stability (treasuries, high-quality
bonds)

o Diversification (international
holdings, alternatives)

« Inflation hedge (TIPS, commod-
ities, real assets)

If a holding’s purpose is not clear,
or worse, if you cannot explain
what it owns, mark it for review.
Complexity without clarity is rarely
working in your favor.

2. Identify Overlap and Concen-
tration Risks

Diversification is often more illu-
sion than reality. Many funds track
similar indexes or hold the same top
positions like Apple, Microsoft, and
Amazon. When several funds share
the same core holdings, the portfo-
lio may be far more concentrated
than it appears.

A simple test:

o Pull up the top ten holdings of
each fund.

« Highlight duplicates.
o Add the position sizes together.

If you discover large portions of
your portfolio tied to the same com-
panies or sectors, it may be time to
streamline and rebalance.

3. Review Annual Fees and Hid-
den Costs

Every investment comes with a
cost, some obvious and some more
subtle:

« Expense ratios on ETFs and mu-
tual funds

« Trading costs or bid ask spreads
o Account or platform fees
o Advisory fees, if applicable

Fees matter because they com-
pound against you. Even a small
difference, such as half a percent
per year, can meaningfully affect
long-term results. Know what you
are paying and make sure every cost
is justified by value, strategy, or con-
venience.

4. Align Your Risk Level With
Your Real-World Timeline

Your ideal risk profile is shaped by
far more than age. It reflects your

(Continued on Page 13)
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goals, income stability, liquidity
needs, and temperament.

Ask yourself:
» What is this money for
« When will I need it

« Could I stay calm during a major
downturn

« Am I taking more risk than nec-
essary to reach my goals

A portfolio that is too aggressive
creates unnecessary stress. One that
is too conservative can fall short of
long-term needs. The goal is to find
a risk level that supports your life
rather than following generic rules
of thumb.

5. Build a One-Page Keep-or-
Cut Plan

After reviewing the details, con-
dense everything into one page:

« Holding name

« Purpose or job

o Allocation size

« Fees

o Risks or overlap identified

o Decision: keep, reduce, or re-
place

This summary becomes your

roadmap. It forces clarity and en-
sures your investments work to-
gether with intention rather than
drifting over time.

Final Thoughts

A portfolio checkup is not about
chasing performance. It is about
making sure your investment strat-
egy reflects your goals, operates ef-
ficiently, and keeps your financial
plan on track. This simple review
gives you a strong starting point,
but many investors benefit from a
second set of eyes. At EsqWealth,
we help clients uncover blind spots,
design tax aware strategies, and
build portfolios that support real
life goals with clarity and discipline.
A thoughtful checkup can strength-
en your plan today and create better
outcomes for the years ahead.

The information above is not in-
tended to and should not be con-
strued as specific advice or recom-
mendations for any individual. The
opinions voiced are for general in-
formation only and are not intended
to provide, and should not be relied
on for tax, legal, or accounting ad-
vice. To discuss specific recommen-
dations for any unique situation,
please feel free to contact us.

Johnson Fistel Secures
Significant Monetary
Recovery for Nikola

Corporation

In re Nikola Corporation Deriv-
ative Litigation, No. 2022-0023-
KSJM (Del. Ch.): On November 20,
2025, the Hon. Kathaleen St. Jude
McCormick granted final approv-
al of two settlements consisting of
overlapping class action and de-
rivative claims that Johnson Fistel
achieved for Nikola Corporation
(“Nikola” or the “Company”) and
its stockholders as Court-appointed
Co-Lead Counsel. One settlement
resolves derivative claims brought
by plaintiffs on behalf of Nikola and
the other resolves direct class action
claims brought on behalf of inves-
tors of VectoIlQ Acquisition Corp.
(“VectolQ”), a special purpose ac-
quisition company, in connection
with a de-SPAC transaction with
Nikola. The settlements resulted in
a combined $33.75 million recovery
to the Company with the derivative
claims settling for $27.45 million

(Continued on Page 14)
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R v
and the class action claims settling
for $6.3 million.

The derivative claims, brought on
behalf of nominal defendant Niko-
la and against certain current and
former directors and officers of the
Company, alleged breaches of fidu-
ciary duties and other violations of
Delaware and federal law. Specifical-
ly, these directors and officers failed
to prevent Nikola founder and for-
mer chairman and Chief Executive
Officer, Trevor Milton (“Milton”),
from misrepresenting to investors
that Nikola had built an impressive
business model with its own propri-
etary turbine, battery, hydrogen fuel
cell, hydrogen production technol-
ogies, and zero-emissions trucks.
The class action claims alleged that
Milton deceived the market with his
false statements in order to inflate
the Company's valuation prior to
the de-SPAC transaction with Vec-

tolQ.

The settlements reached by the
parties, and approved by the Court,
were the result of over four years of
litigation, during which plaintifts’
counsel devoted more than 9,000
hours of time, and involved the ex-
change of over two million pages of
discovery, extensive mediation, and
coordination with Nikola’s bank-
ruptcy estate. Prior to mediation,
Co-Lead Counsel defeated multi-
ple motions to dismiss filed by the
defendants. In a detailed ruling,
Chancellor McCormick held that
plaintiffs adequately alleged that
certain directors and officers failed
to properly oversee the Company
and ensure accurate disclosures to
investors, allowed claims based on
a defendant’s alleged insider trading
on non-public information to pro-
ceed, and found plaintiffs alleged
viable claims on behalf of investors
challenging aspects of the merger
process itself.

In approving the settlements,

Chancellor McCormick offered her
“[c]ongratulations on what was a
hard-fought set of litigations and
an incredibly complicated settle-
ment to achieve,” and “recognize[d]
that the perils of bankruptcy added
complications to these negotiations
that perhaps rendered already com-
plicated cases even more so.” Chan-
cellor McCormick also highlighted
that the Court was under unusual
pressure to expedite the process be-
cause the settlement was integrated
into Nikola’s Chapter 11 bankruptcy
proceedings and therefore required
swift approval. After hearing from
counsel, Chancellor McCormick re-
marked that the settlement was “far
more than fair” as she granted her
approval.

Attorneys Frank ]. Johnson, Brett
M. Middleton, and Jonathan M.
Scott led the prosecution of the liti-
gation for Johnson Fistel and helped
achieve this superb result on behalf
of plaintiffs and Nikola.
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Recent Leadership Appointments

In re Innovative Industrial
Prop. Inc., Deriv. Litig, Lead No.
C03CV25003997 (Baltimore Cnty
Md. Cir. Ct.). Johnson Fistel was
recently appointed as co-lead coun-
sel in this stockholder derivative
action brought on behalf of and
for the benefit of Innovative Indus-
trial Properties, Inc. (“IIPR” or the
“Company”) against certain of II-
PR’s officers and directors, seeking
to remedy their alleged breaches of
fiduciary duty and related alleged
misconduct in connection with the
Company’s issuance of materially
false and misleading statements to
the market. Specifically, the com-
plaint alleges that the Individual
Defendants caused IIPR to make
misleading representations regard-
ing, inter alia, that IIPRs tenants
faced significant, industry-wide
risks not incurred by more tradi-

tional REIT tenants, ranging from
shifting regulatory structures and
associated complications to declin-
ing cannabis prices leading to “com-
presse[d] operating margins for op-
erators,” “inflation” impacting “costs
for labor and production inputs
for cannabis operators” and “labor
shortages|,] and global supply chain
issues,” according to the Compa-
ny’s SEC filings. Indeed, contrary
to the Company’s representations,
the complaint alleges four of II-
PRs main tenants—PharmaCann
Inc., 4Front Ventures Corp., Gold
Flora, LLC, and Tilt Holdings Inc.
(“Tilt”)—were collapsing, resulting
in defaults, evictions and material
losses for the Company. The com-
plaint alleges that by the time in-
vestors learned the full truth about
IIPR, they had lost millions of
dollars, with the Company’s stock

price plunging from $132.34 per
share in early November before the
first tenant default was announced
to $54.09 per share in March 2025
when the full extent of the alleged
fraud materialized. As a result of
the Individual Defendants™ alleged
breaches of fiduciary duty, and oth-
er alleged violations of state law, the
Company has been harmed.
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Portfolio Monitor

Johnson Fistel recognizes that
there are inherent risks when in-
vesting in the stock market. But
the risks that an investor assumes
do not, and should not, include
the risk that the company or its
officers and directors will make
false and misleading statements
to artificially inflate the compa-
ny’s stock price or sell their own
stock based on insider informa-
tion.

Our Portfolio Monitor is de-
signed to alert institutional and
individual investors when one of
their investments may be affect-
ed by securities fraud, corporate
waste, or other wrongdoing. Our
Portfolio Monitor is available to
both U.S. and foreign investors.
There are no minimum portfolio
requirements or costs to partici-
pate.

In-House Monitoring

Confidential Data Protection

Complimentary Service

For more information call 619.230.0063
Click the link to learn more:
https://www.JohnsonFistel.com/stockmonitor-free-portfolio-monitoring/
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Employment and Labor Litigation

The attorneys at Johnson Fistel have

obtained successful and efficient results for
both employers and employees in litigating
employment disputes, negotiating separations
and severances, and evaluating employment
policies, practices, and contracts.

Johnson Fistel can help employers and
employees with the following issues:

XMinimum Wage & Overtime Pay
KM isclassifications (Employee/Independent
ontractor)
XDiscrimination, Harassment, & Retaliation
XEmployment Contracts, Severance &
Separations, & Restrictive Covenants

-."_r'

ether you’re an employee or an employer
ase contact us today to det
> may be able to assist you.
R O 20 Lo e

1 — .

ase visit our website for FAQs about

ployment la httDs//wwwlohnsoMlem/fag
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Contact Us
California Office New York Office Georgia Office Colorado Office Idaho Office
501 West Broadway;, 620 Fifth Avenue Murray House 2373 Central Park Blvd Workhorse House
Suite 800 2nd Floor 40 Powder Springs Street Suite 100 1324 Sherman Ave.
San Diego, CA 92101 New York, NY 10020 Marietta, GA 30064 Denver, CO 80238 Coeur d’Alene, ID
T: 619.230.0063 T: 212.292.5690 T: 470.632.6000 T: 303.861.1764 T: 208.462.0506
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Visit Us: http://www.JohnsonFistel.com Contact Us: ContactUs@JohnsonFistel.com
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