
Company’s Considerations 
for ESOP
There are lots of points to be considered and accordingly evaluated before bringing in  such 

schemes viz.

1) ‘ESOP Pool’ Provision

3) Identification of Employees Eligibility

2) Share Capital Table and Shareholding Structure

 Generally, the ESOP scheme is brought in for selected employees in companies, based on their 

abilities and experience to impact the company. We need to ascertain a maximum number of 

equity shares in the form of equity incentive plans that are made available by the Company for 

granting of options to the employees, officers, and directors of the company in pursuance of 

this ESOP.

E.g., Percentage of Equity provision i.e., 5% or 10% etc. Accordingly, the provision would be 

made available in Charter documents, and amendments  would be carried out in MOA and AOA 

respectively.

Understand the current capital structure of the entity and  shareholding held by various share-

holders to identify the pool and further capital structure planning post-ESOPs in place.

Eligibility terms shall be defined for the employees who can become eligible for ESOP provi-

sion. It could be years of experience/ technical know-how brought, performance record, etc. 

by the employee.



4) Vesting Period or Term

5) Lock-in Period

6) Exercise Price

7) Tax Liability Terms

8) Cancellation Provision

We need to define the period during which the options shall progressively vest/ be available 

with the Employee in accordance with the policy.

As per law, a minimum period of one year shall be there between ‘grant of option’ and vest-

ing/exercise by the employee.

To be determined by the Company for the shares allotted in pursuance of this ESOP during 

which an employee shall not sell, transfer, or otherwise dispose of shares allotted.

We need to specify the pre-determined price at which the Board shall be specifying the  exer-

cise price per share to be undertaken at a future date by the employee etc.

Provision will be marked for tax liability i.e., the costs, expenses, liabilities pertaining to the 

payment of any and all taxes, stamp duties, levies, charges, etc. under applicable laws 

whether be dealt by employee or employer. This would be categorically specified.

Specifying the various circumstances e.g., Termination, behavioural concerns to organiza-

tion, etc.under which shares to be issued in pursuance to ESOP would be cancelled by the 

company.


