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Understanding Bonuses, ESOPs & Benelits

. Whether you're evaluating a new role, planning your next career move, or simply trying to make sense of what's already in your package,

this guidebook gives you the clarity and confidence to act.
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Why Your Salary Is Only Part of the Story

Most professionals fixate on their CTC — Cost to Company — as the single number that defines their compensation. But here's the reality:
in today's workplace, your actual financial value from a job can be 30-60% higher (or lower) than your base salary, depending on how

well you understand and utilise everything else in your package.

Bonuses, Employee Stock Ownership Plans (ESOPs), health insurance, leave encashment, gratuity, PF contributions, meal allowances —
all of these form what experts call your Total Rewards Package. Yet most professionals either ignore these components, misunderstand

their value, or fail to negotiate them effectively. That's a significant amount of money left on the table, year after year.

This guidebook was built specifically for time-poor working professionals who need clarity without the jargon. Whether you're a fresher
decoding your first offer letter, a mid-career professional evaluating a lateral move, or a manager trying to understand ESOPs before they

vest — this resource will walk you through everything in plain language, with real examples and practical tools.

How to Use This Guidebook

You can read it cover to cover for a full foundation, or jump
directly to the section most relevant to your current situation.
Each module is self-contained. Use the checklists and
worksheets as living tools — return to them at every career

transition.
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Decoding Your Total Compensation Package

Before we dive into bonuses and ESOPs specifically, it's critical to understand the full landscape of what makes up your compensation.
Many professionals receive an offer letter and only look at one number. A more sophisticated approach is to map out every component
systematically.

Variable Pay

Performance bonuses, sales incentives, quarterly/annual
payouts. Typically 10-30% of CTC. Often conditional on

individual and company performance.

Benefits

Health insurance, term life cover, PF, gratuity, meal cards, gym
memberships, remote work stipends. Often overlooked but

can be worth X1-5L annually.

& . ProTip: Always ask for a Total Rewards Statement or a detailed CTC breakup when evaluating an offer. If a company can't

provide this, that itself tells you something important about their HR maturity.
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Understanding Bonuses — Every Type, Explained

The word "bonus" gets used loosely in conversations about compensation, but in practice, there are several distinct types of bonuses —
each with different triggers, payout timelines, and tax implications. Knowing which type you have (or are being offered) changes how you

should value it.

Performance Bonus

Tied to individual KRAs/KPIs or appraisal ratings. Typically paid annually after performance reviews. Can range from 5% to

30%+ of CTC depending on role and company.

Joining / Sign-On Bonus

2 A one-time payment to incentivise you to join. Often comes with a clawback clause — if you leave within 12-24 months,

you may need to repay it. Always read the fine print.

Retention Bonus

Paid to keep critical employees during transitions, mergers, or high-attrition periods. Usually vests over 1-3 years. A

retention bonus offer often signals the company sees you as critical — negotiate accordingly.

Profit-Sharing / Company Bonus

Distributed when the company hits profitability targets. Less predictable but can be very lucrative at fast-growing firms.

Usually not guaranteed in offer letters.

Festive / Statutory Bonus

Mandated under the Payment of Bonus Act for eligible employees. Usually a small percentage of basic salary, paid around

Diwali or as per company policy.
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Bonus Red Flags — What to Watch For

Bonuses are frequently used as negotiation tools by employers — but not always in your favour. Knowing the red flags helps you ask

better questions before signing.

© Green Flags to Look For

e Clearly defined KPIs linked to bonus percentage

e Historical payout data shared transparently

e Guaranteed minimum threshold (e.g., "at least 50% of variable paid if company hits revenue")

e Written terms in the offer letter, not just verbal promises

» "Up to" Language

When an offer says "up to 20%

variable pay," the floor is 0%. Ask:

what was the average payout last

year for someone in this role?

»” Discretionary Bonuses

If the bonus is fully at management's
discretion with no defined criteria, it
offers no real guarantee. Push for
documented performance metrics

tied to payout.

https://www.planetspark.in/resources

» Deferred Payouts

Some companies defer bonus
payouts to Q2 of the following year.
This affects your cash flow planning.
Know the payout date before

comparing offers.
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ESOPs — Your Equity Primer

Employee Stock Ownership Plans (ESOPs) are one of the most misunderstood — and potentially most valuable — components of
compensation, especially at startups and growth-stage companies. Many professionals either ignore them entirely or overestimate their

immediate value. This module gives you a clear-eyed, practical understanding.

Vesting . Liquidity
Exercise Event

Grant

Right becomes

Compa.ny gives you exercisable over You buy_Share.s at Exit, IPO, or buyback
the rlghht to buy time (4y, 1y cliff) the strike price to realize cash
shares

The ESOP lifecycle is the foundation for all ESOP conversations. Most professionals focus only on the number of options granted — but
the real question is: at what stage is the company, what is the strike price, and when is the most likely liquidity event? Without those

answers, an ESOP grant is just a number on paper.
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The Key ESOP Terms You Must Know

ESOPs come with their own vocabulary, and using these terms confidently in conversations with HR or founders signals that you're a
sophisticated professional who understands your own value. Here are the terms that matter most.

/N 1\ Critical: Always ask about the post-termination exercise window. Most professionals who leave a company have only 30-

90 days to exercise their vested ESOPs. Miss this window and you lose all accrued value, regardless of how long you stayed.

https://www.planetspark.in/resources 7
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How to Value Your ESOPs Realistically

One of the most common mistakes professionals make is treating ESOP grants at face value — either wildly overestimating them ("my

options are worth X2 crore!") or dismissing them entirely ("ESOPs are just a lottery ticket"). A more grounded approach uses a simple

framework.
2
Step 1: Know Your Numbers Step 2: Discount for Risk
Options granted x FMV per share = Gross paper value. Subtract Apply a probability discount based on company stage: Series A
strike price x options to get net paper gain. =10-20%, Series C+=30-50%, Pre-IPO = 60-80%.
4
Step 3: Account for Dilution Step 4: Tax at Exercise
Future funding rounds dilute your ownership %. Ask for the In India, ESOPs are taxed as perquisites at exercise (FMV - Strike
fully diluted cap table or at least the current % of total shares x options exercised = taxable income). Plan for this tax outflow
your grant represents. before exercising.
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Benefits — The Hidden Value in Your Package

Benefits are the most consistently undervalued component of total compensation. Professionals who understand and maximise their
benefits effectively can add *1-5 lakh or more in annual value to their real earnings — without negotiating a single rupee of salary
increase. Yet most people either don't know what benefits they have or fail to use them fully.
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Benefits Deep Dive — What to Ask and What to

Maximise

Knowing the categories isn't enough — you need to know the right questions to ask your HR team and the smartest ways to maximise

each benefit. Here's a practical breakdown of the most commonly underused benefits in Indian corporate packages.

(b

Group Health Insurance

Most companies offer 3-10L coverage. Key questions: Is my family
covered? What is the co-pay? Are pre-existing conditions covered
from Day 17 Can | top up at a subsidised group rate? This is

potentially ¥15,000-40,000 in annual premium value.

1S5

Learning & Development Budget

Many companies offer 325,000-2,00,000 annually for courses,
certifications, or conferences. This is "use it or lose it" money. Map
your skill gaps in Q1 and utilise this fully. It's the highest-ROI

benefit most professionals ignore.

-

Provident Fund (PF)

Employer contributes 12% of basic salary to your PF account. This
is real money that compounds tax-free at 8.1% p.a. Many
professionals forget to track this. At 50,000 basic salary, employer
PF alone is X72,000 per year.

7

Leave Travel Allowance (LTA)

Tax-exempt twice in a block of 4 years. Can only be claimed for
domestic travel. Keep your boarding passes and tickets. Often left
unclaimed because professionals don't understand the submission

process.
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Benefits Maximisation Checklist

Use this checklist every year — ideally in April (start of the financial year) and again in November (before year-end tax planning

deadlines). Go through each item and mark off what you've done and what still needs action.

Health & Insurance

[J Confirm your group health insurance sum insured and
coverage details

[] Check if spouse/parents/children are enrolled as dependents

[J Understand cashless hospital network in your city

[J Askif voluntary top-up plans are available at group rates

[J Confirm term life and personal accident cover amounts

Learning & Growth

[] !dentify your L&D budget amount for this year
[ Shortlist 1-2 certifications or courses to pursue
[[J Submit requests before Q3 (most budgets lapse by Feb)

[J Ask about conference or external event sponsorship

Tax-Saving Benefits

[] Declare HRA correctly based on actual rent paid

[J Submit LTA claim with valid travel documents

[] Activate meal card / food wallet (Sodexo/Zeta) if offered
[ Claim phone/internet reimbursement with bills

[[] Declare NPS contribution under Section 80CCD(1B) if

employer contributes

Retirement & Long-term

[J Verify your PF UAN is active and linked to your account
[J Check your PF passbook balance quarterly
[J Understand gratuity eligibility (5 years of continuous service)

[J Ask about voluntary PF or NPS employer matching programs

https://www.planetspark.in/resources 11
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Comparing Job Offers — A Total Rewards
Framework

When you receive two job offers, comparing them purely on base salary is one of the most common — and costly — mistakes
professionals make. A 5L salary difference might evaporate entirely when you factor in benefits, bonus structure, ESOP value, and tax

implications. Here is a structured framework to compare offers on equal footing.

The framework above prevents the most common error: making a purely emotional or purely financial decision. Both extremes lead to
regret within 12-18 months. By systematically separating and then recombining financial and non-financial factors, you make a decision

that accounts for your whole situation — not just this month's take-home.

https://www.planetspark.in/resources 12
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Offer Comparison Worksheet

Fill in this worksheet whenever you're comparing two or more offers. Be as precise as possible with the numbers — use mid-point

estimates for variable pay rather than best-case figures. Honest inputs lead to better decisions.

Component Offer A (% / year) Offer B (¥ / year)

Base / Fixed Salary

Target Variable / Bonus (realistic %)

Employer PF Contribution

Group Health Insurance Premium Value

L&D / Education Budget

ESOP Value (risk-adjusted)

Other Benefits (LTA, Meal, Flexi)

Total Real Annual Value

[ Remember: The offer with the higher Total Real Annual Value is not automatically the better choice. Use this number as

your financial baseline, then layer in your non-financial scoring before making a final decision.

https://www.planetspark.in/resources 13
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Negotiating Beyond the Base Salary

Most professionals only negotiate their base salary — and leave a significant amount of additional value on the table. HR teams have
varying degrees of flexibility across different components, and knowing where the real room for negotiation exists is a critical skill. Here's

a map of what's typically negotiable and how to approach each conversation.

Variable Pay Structure Joining Bonus

Ask to restructure the variable pay from "discretionary" to Especially powerful if you're forgoing unvested ESOPs or a
"performance-linked with defined KPIs." This converts year-end bonus at your current company. Quantify exactly
uncertainty into something you can influence. If they won't what you're leaving behind, present it as a business case,
increase the variable amount, negotiate for a guaranteed and request a joining bonus to bridge the gap. Get the
first-year bonus to offset risk of joining mid-cycle. clawback clause reduced to 12 months if possible.

ESOP Grant Size & Strike Price Benelfits Flexibility

At startups and growth-stage companies, ESOP grants are Many companies have flexible benefits platforms. If they
often negotiable — especially for senior roles. Ask for a larger can'tincrease your salary, ask to increase your health cover
grant or a lower strike price. Also negotiate the post- sum insured, upgrade to a family floater policy, add a higher
termination exercise window (try to push it to 12 months L&D budget, or include a remote work equipment allowance.
rather than 30-90 days). These have zero payroll impact but real monetary value.
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Negotiation Preparation Worksheet

Use this worksheet before every salary negotiation or offer discussion. Preparation is the single biggest predictor of negotiation success.
Most people fail not because they're bad at negotiating — but because they walk in underprepared.

Your Anchors — Know Before You Negotiate Your Ask — Prioritise What You Want

[J What is your current total compensation (all components)? Rank these in order of priority for your current situation:

[J What are you leaving behind (unvested ESOPs, pending 1. Higher base salary

bonus, increments)?

2. Largerjoining bonus
[J What is the market rate for this role? (Source: Glassdoor, .
LinkedIn, AmbitionBox) 3. Bettervariable pay structure
4. More / better ESOP grant
[J What is your walk-away number (minimum acceptable / ¢
offer)? 5. Improved health coverage
[] What is your target number (realistic ask)? 6. Higher L&D budget
[J What is your stretch number (best-case scenario)? 7. Flexible work terms

G  Ask for your top 2-3 items only. Asking for everything
signals desperation and weakens your position.
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Real-World Scenarios — Learn From Common
Situations

Theory only becomes useful when you can see it applied to situations that feel familiar. Here are four real-world scenarios that working

professionals commonly encounter, along with the smart approach for each.

Scenario A: The Startup Offer

Situation: Lower base salary + large ESOP grant at Series B
startup.

Smart Move: Calculate risk-adjusted ESOP value. If Series B+
with strong revenue, apply 40% probability. Negotiate 12-
month post-exit exercise window. Ensure offer letter specifies
ESOP pool % and strike price.

Scenario C: Year-End Appraisal Timing

Situation: New offer comes just before your annual bonus
payout.

Smart Move: Ask your new employer for a delayed joining

date or a guaranteed bonus equivalent in the joining package.

Never walk away from a bonus you've earned without

bridging it.

Scenario B: Mid-Career Lateral Move

Situation: Same salary but "better role" at a larger company.
Smart Move: Compare full benefits packages. Larger
companies often offer significantly better health cover, PF
matching, and L&D budgets. Quantify the difference. Also
negotiate to not forfeit your current year's appraisal cycle by

requesting a joining bonus.

Scenario D: The Counter-Offer

Situation: Your current employer matches or exceeds the
outside offer.

Smart Move: Accept a counter-offer only if the reason you
sought a new job has also been addressed. If it was about
growth, culture, or career trajectory — a salary match doesn't

fix those. Be honest with yourself.

https://www.planetspark.in/resources
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Common Mistakes — And How to Fix Them

In over a decade of working with professionals across industries, these are the most costly and most consistent mistakes people make

when it comes to their compensation. Recognise which ones apply to you — and course-correct immediately.

Negotiating on CTC, not Take-Home

CTC includes employer PF, gratuity provisioning, and other cost items you never see in your bank account. Always convert offers
to net in-hand before comparing. Two X20L CTC offers can have R1-2L difference in actual take-home.

Ignoring Variable Pay Risk

When budgeting or comparing offers, many professionals count their variable pay at 100%. In reality, first-year payouts are often

50-70% due to joining mid-cycle or conservative ratings. Plan finances based on 60% of variable, treat the rest as upside.

Forgetting to Exercise ESOPs on Exit

When leaving a company, the exercise window for vested ESOPs is typically 30-90 days. Missing this window means forfeiting all
accrued value. Build a personal calendar reminder the moment you resign — ESOP exercise deadline is Day 1 of your exit

checklist.

Not Reading Clawback Clauses

Joining bonuses and certain retention bonuses come with clawback provisions. If you leave before the specified period (often 12-

24 months), you must repay. Know exactly what you've committed to — and factor this into your next career decision timeline.

Underusing Benefits Every Year

L&D budgets, LTA claims, flexible benefits wallets, and wellness allowances expire annually. Set a calendar reminder in Q3 every

year to audit what benefits remain unused. Unclaimed benefits are simply money you've earned but chosen not to take.

https://www.planetspark.in/resources 17
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Reflection Questions — Know Your
Compensation Clearly

These questions are designed for honest self-assessment. You don't need to answer all of them today — but return to this page every six

months, or whenever you're evaluating a career move. Clarity on these questions puts you in the top 10% of professionals who truly

understand their financial position.

About Your Career Decisions

e When did you last compare your total compensation to
market rates?

e Have you ever negotiated benefits, not just salary?

e Do you have a clear "walk-away number" if you were made
an offer today?

e If leaving your current job, do you know what you'd be
forfeiting (bonus, ESOPs, gratuity)?

e Isyour career growth reflected in your compensation, or just
your title?

The most expensive career mistake isn't taking the wrong job — it's taking the right job with incomplete information about what
you're really being paid.

https://www.planetspark.in/resources 18
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Your Compensation Cheat Sheet

Save this page. Pin it. Come back to it every time you're evaluating an offer, planning an appraisal conversation, or just doing an annual
financial health check. Everything you need in one place.

Typical Variable Pay Range PF Contribution (Combined)
10-30% of CTC for most roles. Ask for documented KPlIs, not just a Employer + employee each contribute 12% of basic. That's 24%
percentage. total — a significant retirement corpus.

ESOP Tax at Exercise CIliff Period (Typical)

Approximately 20-34% tax on the gain (FMV - Strike Price) at the 1 year out of 4-year vesting. Leave before 12 months and you forfeit
time of exercise. Plan for this outflow. everything — no exceptions.

E Before Accepting E Al Joining

Get full CTC breakup in writing, understand variable pay Activate all benefits immediately, register PF/UAN, note ESOP
structure, check ESOP terms, confirm benefits coverage grant date and vesting cliff, set calendar reminders

E EveryApril E Belore Leaving

Audit unused benefits, plan LTA claims, check L&D budget, Calculate unvested ESOPs and last bonus, note post-exit ESOP

review PF passbook, reassess total comp vs. market exercise window, understand gratuity eligibility
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What You Now Know — And What to Do Next

You've worked through the most important concepts, tools, and frameworks for understanding and maximising your total compensation.

Here's a concise summary of the seven core lessons from this guidebook — and the one action step that follows each.

—>  Your salary is not your compensation

Total compensation includes fixed pay, variable pay, ESOPs, and benefits. Always evaluate all four layers. Action: Map your

current total compensation this week.

Bonuses are not guaranteed — structure matters

Know the difference between performance-linked and discretionary bonuses. Always get KPIs in writing. Action: Ask your

manager to document your bonus criteria before the next review cycle.

—  ESOPs have stages — value them accordingly

An ESOP grant is only worth something at a liquidity event. Apply a probability discount based on company stage. Action: Pull up
your ESOP grant letter and identify your cliff date and strike price today.

— Benefits are money you've already earned

Unused benefits expire. They are not perks — they are part of your compensation. Action: Run through the Benefits

Maximisation Checklist on page 11 before this quarter ends.

—> Negotiation goes beyond base salary

HR teams have flexibility in joining bonuses, ESOP grants, and benefits that they rarely offer upfront. Action: Before your next
offer or review, complete the Negotiation Preparation Worksheet.

Timing is a financial decision

When you leave a job matters — for your bonus, ESOP vesting, and gratuity. Always calculate what you're leaving behind. Action:

Before any future resignation, spend 30 minutes calculating the true financial cost of your timing.

—> Information is your most valuable career asset

The professionals who get the best compensation packages are not the most talented — they're the most informed. Keep
learning, keep asking, and keep this guide handy. Action: Share this guidebook with one colleague who could use it.

© %/ You're now in the top tier of informed professionals. Most people never take the time to understand their full
compensation picture. You have. Use this knowledge actively — in every offer conversation, every appraisal, and every career

decision. Your financial future thanks you.

https://www.planetspark.in/resources 20



