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Should Vijay Shekhar Sharma be eligible to 
receive stock options? 
Vijay Shekhar Sharma is the founder of Paytm, but not its promoter. He is a non-
retiring director, chairs Paytm’s board and has a right to a board seat if he holds 
at least 2.5% of the company’s equity.  As a non-promoter, he receives stock 
options. Put differently, Vijay Shekhar Sharma enjoys the rights akin to that of 
a promoter and not its responsibilities and restrictions.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

One 97 Communications Limited (Paytm) is one of the several listed start-ups that have 
not classified their founders as promoters. This trend is typically seen in companies that 
have private equity investors in their pre-IPO cap-table.  

These founders enjoy several of the perks that promoters have, including board 
permanency, board control, and management leadership. There is one major difference. 
They can be granted stock options that promoters cannot get under Indian regulations, 
and their equity holdings do not carry the restrictions as those classified as promoters.  

 
 

“If it looks like a duck, walks like a duck and quacks like a 
duck, then it just may be a duck.” 

 Walter Reuther 



  Institutional  
EYE 

 

6 January 2023 iiasadvisory.com 2 

Who is a promoter? 
The test of being a promoter is not limited to simply being classified as one in the offer 
document. The definition of promoter under Regulation 2(1)(oo)(ii) and Regulation 
2(1)(oo)(iii) of the SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2018 
(SEBI ICDR Regulations) also tests for control, where  control has a broad definition.  

Testing for whether Vijay Shekhar Sharma has control over Paytm is not a one-time test 
that is merely administered at the time of the IPO: regulators must periodically test 
whether Vijay Shekhar Sharma and several other founders that are not classified as 
promoters, have control over their respective companies or if the board of directors of 
such companies are accustomed to act under the founder’s advice, directions or 
instructions. 

Exhibit 1: Promoter as defined under SEBI ICDR Regulations 

Reg 2(1)(oo) - “promoter” shall include a person: 
i) who has been named as such in a draft offer document or offer document or is identified by the 

issuer in the annual return referred to in section 92 of the Companies Act, 2013; or 
ii) who has control over the affairs of the issuer, directly or indirectly whether as a shareholder, 

director or otherwise; or  
iii) in accordance with whose advice, directions or instructions the board of directors of the issuer 

is accustomed to act: 
Provided that nothing in sub-clause (iii) shall apply to a person who is acting merely in a professional 
capacity; 
Provided further that a financial institution, scheduled commercial bank, foreign portfolio investor 
other than individuals, corporate bodies and family offices, mutual fund, venture capital fund, 
alternative investment fund, foreign venture capital investor, insurance company registered with 
the Insurance Regulatory and Development Authority of India or any other category as specified by 
the Board from time to time, shall not be deemed to be a promoter merely by virtue of the fact that 
twenty per cent. or more of the equity share capital of the issuer is held by such person unless such 
person satisfy other requirements prescribed under these regulations.  

 

Does Vijay Shekhar Sharma pass the test of being a promoter? 
Vijay Shekhar Sharma is Paytm’s founder and synonymous with the company. 
Independent of the significant erosion in the stock price since IPO, we recognize that the 
company has improved performance in the 1H23. Our question on whether Vijay 
Shekhar Sharma is eligible for stock options is neither driven by the company’s (financial 
or stock price) performance, nor the quantum of stock options granted to him – it relates 
to a possible regulatory arbitrage that may need to be bridged by the regulators. 
 
According to Paytm’s Article 113 of its Articles of Association (AoA) (Exhibit 2), Vijay 
Shekhar Sharma gets a board seat if: 

(a) he holds 3,100,000 shares (which shall not be less than 2.5% of the issued and 
subscribed share capital on a fully diluted basis), or  

(b) he continues to hold an executive position in One 97 Communications Limited 
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If Vijay Shekhar Sharma meets both conditions, he can nominate himself or another 
person to the board. If he meets only one of the two conditions, he cannot nominate 
anyone else, but can continue on Paytm’s board. 

Currently, Vijay Shekhar Sharma is a non-retiring director on Paytm’s board. While his 
reappointment as Managing Director will require shareholder approval after five years, 
in IiAS’ opinion, he could have board permanency if he decides to let go of his executive 
role and become a non-executive director.  

These provisions and structures give Vijay Shekhar Sharma ‘entrenchment’ similar to 
that enjoyed by promoter families in the more traditional companies. 

Exhibit 2: Article 113 of Paytm’s AoA 
113. After the consummation of an initial public offering of the Equity Shares of the Company (i.e. 
listing of the Equity Shares on the BSE Limited and/ or the National Stock Exchange of India Limited) 
subject to Applicable Laws and the approval of the Shareholders by way of a special resolution in 
the first general meeting convened after the consummation of the initial public offering:  
a) Notwithstanding anything contained elsewhere in the Articles, so long as the Founder either (x) 
directly or indirectly holds at least 3,100,000 Equity Shares on a fully diluted basis (which shall in 
no event be less than 2.5% of the issued and subscribed share capital of the Company on a fully 
diluted basis) or, (y) continues to hold an executive position in the Company (“Founder Director 
Threshold”), the Founder shall be entitled to nominate one (1) Director on the Board (the “Founder 
Director”), provided that if the Founder fails to meet either (but not both) of the conditions of the 
Founder Director Threshold at any time, the Founder himself shall be the Founder Director and 
shall not be entitled to nominate anybody else as the Founder Director; provided, further that when 
the Founder fails to meet both the conditions contained in the Founder Director Threshold, then he 
shall not be entitled to have himself or anyone else nominated as the Founder Director; and  
b) Notwithstanding anything contained elsewhere in the Articles, so long as each of API, SVF and/or 
SAIF (as applicable) hold at least 10% (ten per cent.) of the Equity Shares (“Shareholder Director 
Threshold”) on a fully diluted basis, each of API, SVF and/or SAIF shall be entitled to nominate a 
Director on the Board (each, a “Nominee Director”). For the avoidance of doubt, it is clarified that: 
(i) in determining the Shareholder Director Threshold with reference to API, the shareholding of API 
and any Affiliates of API which hold Shares at that time (collectively, the “API Entities”) shall be 
aggregated; and (ii) API shall, at all times, subject to holding the Shareholder Director Threshold, be 
entitled to assign/ transfer its right to appoint the Nominee Director, to an Affiliate which pursuant 
to requisite approvals from Governmental Authorities, if required under Applicable Law, holds 
Shares at the time of such assignment/ transfer. 

Source: Paytm’s February 2022 Postal Ballot notice 

The shareholding threshold of 2.5% is low, especially when regulations have a 10% 
shareholding threshold for shareholders to convene an EGM, propose a resolution, or 
file for oppression and mismanagement. According to Article 113(b) of Paytm’s AoA 
(Exhibit 1), even the private equity firms invested in the business (API, SVF, and / or SAIF) 
get a board seat only if they maintain a shareholding of at least 10%.  

Board nomination rights is one aspect. Remuneration practices also seem to mirror 
those that are commonly seen for promoters in promoter-run companies.  

https://www.bseindia.com/stock-share-price/one-97-communications-ltd/paytm/543396/financials-annual-reports/
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Paytm granted Vijay Shekhar Sharma 21 mn stock options in FY221 (larger than the size 
of the buyback announced on 13 December 2022). These stock options can be exercised 
at Rs. 9 per share: the fair value of stock options granted aggregates about Rs. 39.6 bn 
(USD 495 million2), which is higher than the compensation of all of S&P BSE SENSEX CEOs  
put together3. There is no public disclosure on the rationale for such a grant, whether 
this will be a one-time grant, and whether Vijay Shekhar Sharma will receive more stock 
option grants in the future.  

At that time of the IPO, there were no disclosures with respect to performance measures 
that Vijay Shekhar Sharma needs to accomplish for these stock options to vest. This lack 
of clarity on what determines variable pay  is similar to what is often seen in 
compensation disclosures of ‘promoter’ CEOs.    

Be this as it may, in his April 2022 letter to shareholders, Vijay Shekhar Sharma  disclosed 
that his stock options will vest only once Paytm’s “market capitalization has crossed the 
IPO level on a sustained basis”. This was a self-declaration made at the time when Paytm’s 
stock price was down about 70% from its IPO price. This was the first instance when the 
vesting conditions were disclosed - it also needs to be reviewed if a filing under 
Regulation 30 was warranted at the time of this disclosure. 

Whether the vesting condition, as disclosed in the April 2022 letter, was subsequently 
effected by the NRC is unclear. It is also unclear if the vesting condition applies only to 
Vijay Shekhar Sharma’s ESOP grants or also to those granted to other employees.  If the 
NRC ratified this vesting condition after his public announcement, SEBI must test if Vijay 
Shekhar Sharma meets the definition of promoter under Regulation 2(1)(oo)(iii) of SEBI 
ICDR Regulations, “in accordance with whose advice, directions or instructions the board of 
directors of the issuer is accustomed to act”.   

The 10% threshold 
Under Indian regulations and the company’s stock option scheme, “a Director who either 
himself, or through his relative or through any body corporate, directly or indirectly, holds 
more than ten percent (10%) of the outstanding equity shares of the company” is not eligible 
to receive stock options.  

The red herring prospectus shows that before the IPO, Vijay Shekhar Sharma reduced 
by direct equity holding by 30.97 mn shares, and Axis Trustee Services Limited acting on 
behalf of the Sharma Family Trust acquired 30.97 mn share of the company’s equity. As 
a result, his direct equity shareholding at the time of the IPO reduced to 9.1%4 (well 
below his 14.7% equity a year ago). Exhibit 3 to 5 below explain the trajectory of his 
shareholding. 

SEBI needs to consider if Vijay Shekhar Sharma’s direct equity and that held on behalf of 
Sharma Family Trust ought to be aggregated to test for compliance with the 10% 

 
1 The stock options were granted to him after the filing of the DRHP and before the filing of the prospectus 
2 1 USD = Rs. 80 
3 Related reading; IiAS Institutional EYE: Money for nothin and your ESOPS for free; August 2022  
4 After the expansion of the capital base 

https://www.iiasadvisory.com/institutional-eye/money-for-nothin-and-your-eso-ps-for-free
https://www.iiasadvisory.com/institutional-eye/money-for-nothin-and-your-eso-ps-for-free
https://www.iiasadvisory.com/institutional-eye/promoter-ceo-a-company-s-most-important-asset
https://www.iiasadvisory.com/institutional-eye/promoter-ceo-a-company-s-most-important-asset
https://www.bseindia.com/xml-data/corpfiling/AttachHis/5bfde319-fb72-46ab-932f-88a4fdff99f8.pdf
https://www.iiasadvisory.com/institutional-eye/money-for-nothin-and-your-eso-ps-for-free
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threshold set out in both, under Indian regulations and Paytm’s ESOP scheme. While 
considering this, SEBI may ask itself the following two questions:   
• In most instances, we see family trusts being classified as part of the promoter group. 

Given this context, if Vijay Shekhar Sharma classified himself as a promoter, will the 
4.7% equity held by Axis Trustee Services Limited on behalf of Sharma Family Trust 
be classified as a public shareholder?  

• If Vijay Shekhar Sharma increases his equity stake to 22%, with the family trust 
holding the aggregate equity would cross 26%, which is the threshold for an open 
offer. Will SEBI then consider only his direct holding and allow him not to trigger an 
open offer? 
  

Exhibit 3: Shareholders holding 1% or more of the paid-up share capital of One 97 
Communications Ltd one year prior to date of prospectus 

Sr 
No. 

Shareholder No. of 
equity 

shares of 
face value 

Rs. 10 each 

Face Value 
of shares 

held (Rs. ) 

% of pre-
offer 

equity 
share 

capital 
1 Antfin (Netherlands) Holding B.V. 1,83,30,122 18,33,01,220  29.7 
2 SVF India Holdings (Cayman) Limited 1,13,26,223 11,32,62,230  18.4 
3 Mr. Vijay Shekhar Sharma 90,51,624 9,05,16,240  14.7 
4 SAIF III Mauritius Company Limited 74,91,061 7,49,10,610  12.1 
5 Alibaba.Com Singapore E-Commerce Private 

Limited 
44,28,214 4,42,82,140  7.2 

6 SAIF Partners India IV Limited 31,80,202 3,18,02,020  5.2 
7 BH International Holdings  17,02,713 1,70,27,130  2.8 
8 SVF Panther (Cayman) Limited 7,85,597 78,55,970  1.3  

Total 5,62,95,756 56,29,57,560  91.4 
Note: Unit separator is crores and lakhs 
Source: Prospectus (page 121 PDF), IiAS research 
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Exhibit 4: Shareholders holding 1% or more of the paid-up share capital of One 97 
Communications Ltd as on date of prospectus (11 November 2021) 

Sr 
No. 

Shareholder No. of 
equity 

shares of 
face value 
Re. 1 each 

Face Value 
of shares 
held (Rs.) 

% of pre-
offer equity 

share 
capital 

1 Antfin (Netherlands) Holding B.V. 18,33,01,220 18,33,01,220  27.9 
2 SVF India Holdings (Cayman) Limited 11,32,62,230 11,32,62,230  17.3 
3 SAIF III Mauritius Company Limited 7,49,10,610 7,49,10,610  11.4 
4 Mr. Vijay Shekhar Sharma 5,95,45,834 5,95,45,834  9.1 
5 Alibaba.Com Singapore E-Commerce 

Private Limited 
4,42,82,140 4,42,82,140  6.8 

6 SAIF Partners India IV Limited  3,18,02,020 3,18,02,020  4.8 
7 Axis Trustee Services Limited (on behalf 

of Sharma Family Trust) 
3,09,70,406 3,09,70,406  4.7 

8 BH International Holdings 1,70,27,130 1,70,27,130  2.6 
9 SVF Panther (Cayman) Limited 78,55,970 78,55,970  1.2  

Total  56,29,57,560 56,29,57,560  85.8 
Note:  
1. The company undertook a 1:10 stock split, therefore, the face value reduced to Re 1 
2. Investors’ shareholding appears diluted because of an expansion in the capital base 
3. Unit separator is crores and lakhs 
Source: Prospectus, IiAS research 
 

Exhibit 5: Extract of the company’s shareholding pattern 
Sr No. Shareholder Face Value of shares (Rs.) 
  One year prior to date 

of prospectus 
Date of prospectus 

(11 November 2022) 
1 Mr. Vijay Shekhar Sharma 9,05,16,240 5,95,45,834  
2 Axis Trustee Services Limited (on 

behalf of Sharma Family Trust) 
- 3,09,70,406  

 
Total  9,05,16,240 9,05,16,240 

Note:  
1. Because of the stock split, IiAS has used face value of shares held to ease comparison across the years. 
2. Unit separator is crores and lakhs 

Source: Prospectus, IiAS research 
 

In its current construct, Paytm’s buyback will keep Vijay Shekhar Sharma’s direct equity 
stake below 10%, even if the shares are bought at the current market price (which is 
considerably lower than the maximum buyback price of Rs. 810) (Exhibit 6).  

It is only after Vijay Shekhar Sharma exercises about 30% of his 21 mn stock options that 
his direct equity stake will reach the 10% threshold.  
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Exhibit 6: Vijay Shekhar Sharma’s shareholding, post-buyback 
Scenario 

  
#1 #2 

Buyback price Rs. 
 

810.00 532.32 
Total buyback amount Rs. Bn. 

 
8.5 8.5      

Total shares on 30 September 2022  No. of shares A 64,89,13,276 64,89,13,276 
Buyback: 

    

Maximum shares to be purchased No. of shares B 1,04,93,827 1,59,67,838 
Minimum shares to be purchased No. of shares C 52,46,913 79,83,919      

Vijay Shekhar Sharma's direct holding No. of shares D 5,78,45,053 5,78,45,053 
Vijay Shekhar Sharma's direct equity stake 

  

On 30 September 2022 % E = D/A 8.91% 8.91% 
Post max buyback % F = D/(A-B) 9.06% 9.14% 
Post min buyback % G = D/(A-C) 8.99% 9.03%      

Post buyback equity capital 
    

Minimum shares No. of shares H 63,84,19,449 63,29,45,438 
Maximum shares No. of shares I 64,36,66,363 64,09,29,357      

Vijay Shekhar Sharma's ESOP grant No of options J 2,10,00,000 2,10,00,000      

Vijay Shekhar Sharma's shareholding post exercise of stock options 
  

If all stock options are exercised 
    

Maximum shareholding  % K = (D+J)/(H+J) 11.96% 12.06% 
Minimum shareholding % L = (D+J)/(I+J) 11.86% 11.91%      

ESOPs to be exercised for Vijay Shekhar Sharma's equity holding to reach 10% 
 

Post max buyback No of options M 66,63,213 60,54,990 
Post min buyback No of options N 72,46,204 69,42,092 

Notes:  
1. Buyback price of Rs. 532.32 in scenario #2 is the closing price on BSE on 2 January 2023  
2. Paytm has already bought back 1,615,000 shares as on 2 January 2023 under its buyback programme. 
3. Calculations regarding Vijay Shekhar Sharma’s equity post exercise of stock options on the post-buyback 

capital assumes that there will not be any fresh equity issuance by Paytm and that no other employees exercise 
their stock options. 

4. Unit separator is crores and lakhs 
Source: Source: Stock exchange filings, IiAS research 

  

https://www.bseindia.com/stock-share-price/one-97-communications-ltd/paytm/543396/shareholding-pattern/
https://www.bseindia.com/stock-share-price/one-97-communications-ltd/paytm/543396/corp-announcements/
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SEBI as arbiter 
There are two issues that SEBI needs to validate to establish if Vijay Shekhar Sharma is 
eligible to receive stock options: 

(a) Does he meet the definition of promoter as defined under SEBI ICDR 
Regulations? 

(b) Is his aggregate shareholding less than 10% - direct and indirect? 

In IiAS’ opinion, it appears that several founders may be playing the regulatory arbitrage 
between the rights akin to a promoter versus the financial gains of not being classified 
as one. Regulations need to catch up to these structures. 
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Disclaimer 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The 
information contained herein is solely derived from publicly available data, but we do not represent that it 
is accurate or complete and it should not be relied on as such. IiAS shall not be in any way responsible for 
any loss or damage that may arise to any person from any inadvertent error in the information contained 
in this report. This document is provided for assistance only and is not intended to be and must not be taken 
as the basis for any voting or investment decision and/or construed as legal opinion/advice. The user 
assumes the entire risk of any use made of this information. Each recipient of this document should make 
such investigation as it deems necessary to arrive at an independent evaluation of information referred to 
in this document (including the merits and risks involved) and exercise due diligence while using this report. 
The discussions or views expressed may not be suitable for all investors. The information given in this 
document is as of the date of this report and there can be no assurance that future results or events will be 
consistent with this information. This information is subject to change without any prior notice. IiAS reserves 
the right to make modifications and alterations to this document as may be required from time to time; 
however, IiAS is under no obligation to update or keep the information current. Nevertheless, IiAS would be 
happy to provide any information in response to specific queries. No copyright infringement is intended in 
the preparation of this document. Neither IiAS nor any of its affiliates, group companies, directors, 
employees, agents or representatives shall be liable for any damages whether direct, indirect, special or 
consequential including lost revenue or lost profits that may arise from or in connection with the use of this 
information. This report may cover listed companies (the ‘subject companies’); IiAS may hold a nominal 
number of shares in some of the subject companies to the extent disclosed on its website and/or these 
companies might have subscribed to IiAS’ services or might be shareholders of IiAS. IiAS and its research 
analyst(s) do not have any financial interest in any of the subject companies except to the extent disclosed 
on its website. 
 
Confidentiality 
This information is strictly confidential and is being furnished to you solely for your information. This 
information should not be reproduced or redistributed or passed on directly or indirectly in any form to any 
other person or published, copied, in whole or in part, for any purpose without the written permission of 
IiAS. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen 
or resident of or located in any locality, state, country or other jurisdiction, where such distribution, 
publication, availability or use would be contrary to law, regulation or which would subject IiAS to any 
registration or licensing requirements within such jurisdiction. The distribution of this document in certain 
jurisdictions may be restricted by law, and persons in whose possession this document comes, should 
inform themselves about and observe, any such restrictions. The information provided in these reports 
remains, unless otherwise stated, the copyright of IiAS. All layout, design, original artwork, concepts and 
other Intellectual Properties, remains the property and copyright of IiAS and may not be used in any form 
or for any purpose whatsoever by any party without the express written permission of the copyright holders. 
 
Other Disclosures 
IiAS is a SEBI registered entity (proxy advisor registration number: INH000000024) dedicated to providing 
participants in the Indian market with independent opinions, research and data on corporate governance 
issues as well as voting recommendations on shareholder resolutions of about 800 listed Indian companies 
(https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting advisory 
reports, standardized services under the Indian Corporate Governance Scorecard, and databases 
(www.iiasadrian.com and www.iiascompayre.com). There are no significant or material orders passed 
against the company by any of the Regulators or Courts/Tribunals.  
 
This article is a commentary on general trends and developments in the securities market. 
  

https://www.iiasadvisory.com/iias-coverage-list
http://www.iiasadrian.com/
http://www.iiascompayre.com/
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About IiAS 
Institutional Investor Advisory Services India Limited (IiAS) is an advisory firm, 
dedicated to providing participants in the Indian market with independent 
opinions, research and data on corporate governance issues as well as voting 
recommendations on shareholder resolutions for over 950 companies that 
account for over 96% of market capitalization.  
 
IiAS provides bespoke research and assists institutions in their engagement with 
company managements and their boards. It runs two cloud-based platforms, 
SMART to help investors with reporting on their stewardship activities and 
ADRIAN, a repository of resolutions and institutional voting pattern. 
 
IiAS with the International Finance Corporation (IFC) and BSE Limited, has 
developed a Corporate Governance Scorecard for India to evaluate company's 
governance practices and market benchmarks. More recently, IiAS has extended 
its analysis to ESG and is also empanelled with AMFI as an ESG Rating Provider. 
 
IiAS has equity participation by Aditya Birla Sunlife AMC Limited, Axis Bank 
Limited, Fitch Group Inc., HDFC Investments Limited, ICICI Prudential Life 
Insurance Company Limited, Kotak Mahindra Bank Limited, RBL Bank Limited, 
Tata Investment Corporation Limited, UTI Asset Management Company Limited 
and Yes Bank Limited.  
 
IiAS is a SEBI registered entity (proxy advisor registration number: 
INH000000024). 
 

 

 


