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Scope
Share-based payment transactions include:

 Grants to employees (and others providing similar services, e.g. non-executive 
directors)

 Grants to non-employees, e.g. consultants, suppliers

 Employee share purchase plans 

 Certain share-based payments settled by an entity in, or an external shareholder of, 
the same group

Does not apply to:
Transactions with shareholders in their capacity as such
Shares issued in business combinations
Transactions in scope of IND AS 32 / IND AS 109
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Key terms
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Share Based Payment Arrangement
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Analysis of SBP
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Timeline
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Year 1 Year 2 Year 3

Grant
date

Vesting
date

Exercise
date

Time

Vesting period
Vesting period - the period 
during which all the specified
vesting conditions are to be 
satisfied

Vesting date – the date 
when the vesting 

conditions 
for entitlement 

are satisfied

Exercise date is the date
when awards 
(e.g. options) 
are exercised.

Grant date - the date at 
which the entity and

the counter party have a
shared understanding of
the terms and conditions 

of the arrangement



Grant Date
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Measurement Date
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Determining the fair value of equity instruments granted
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If fair value is not measurable reliably (only in very rare cases), then services are measured at 
the intrinsic value of the equity instruments
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CONDITIONS AND THEIR IMPACT



What are vesting conditions?
Conditions that determine whether the entity receives the services that entitle 
the counterparty to receive cash, other assets or equity instruments of the entity, 
under a share-based payment arrangement. 
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Vesting period is the period during which all the vesting conditions 
are to be satisfied
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Market and non market conditions
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A market condition is a performance condition linked to
the market price of the equity instrument.
These conditions are only taken into account when
estimating the fair value of the award at the grant date e.g.
• Share price must increase by 15%
• TSR (total shareholder return) must increase by 10%

Non market condition is performance condition that is
not linked to the market price of the equity instrument
These vesting conditions are taken into account by
adjusting the number of equity instruments included in
the measurement of the transaction amount so as to
reflect the number of awards that are expected to
vest. e.g.
• Revenue must increase by 10%
• Market share should increase by 5%



What if conditions are not satisfied

Vesting condition not satisfied ?

► No amount is recognised for goods or services received, if the equity instruments granted do 
not vest because vesting conditions are not satisfied.

Market conditions not satisfied?

► When all other vesting conditions are satisfied, irrespective of whether that market condition 
is satisfied or not, recognition of goods or services received shall be done.
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Examples
Condition Type of condition

1 Employees will get 100 shares each if they remain in employment 
for next 3 years

Service condition

2 Employees will get 100 shares each if Company’s share price 
reaches INR 1000 per share on NSE in next two years

Market condition

3 Employees will get 100 shares each if they remain in employment 
for next 2 years and Company’s EBITDA rise to INR 10 crore.

Service condition and Non-
market performance condition

4 Company announces 100 shares to each employee as gift on 10th

Anniversary of the Company
No vesting conditions

5 Company gives 1000 shares to director for non-competing with the 
Company for next 3 years.

No vesting conditions
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Decision tree satisfying the condition
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Summary of recognising expense with multiple conditions
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Reload feature and Reload option

Reload feature: A feature that provides for an automatic grant of additional share options
whenever the option holder exercises previously granted options using the entity’s shares, rather
than cash, to satisfy the exercise price.

Reload option: A new share option granted when a share is used to satisfy the exercise price of a
previous share option.

Treatment of a reload feature:

For options with a reload feature, the reload feature shall not be taken into account when
estimating the fair value of options granted at the measurement date. Instead, a reload option
shall be accounted for as a new option grant, if and when a reload option is subsequently
granted.
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TYPES OF 

SHARE BASED PAYMENT TRANSACTIONS



Types of SBPTs
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Recognition of share-based payments
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1. EQUITY SETTLED SHARE BASED PAYMENT 
TRANSACTIONS



Equity-settled transactions
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Equity-settled transactions
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Question - Equity settled scheme
Borealis Ltd offers 400 shares to each of its 1000 staff if they stay with them for
3 years. The FV of the shares on that date was 50

At the end of year 1, 20 employees leave and the entity estimates that total 25%
will leave at the end of the vesting period

During the second year, a further 20 employees leave and the entity further
revises its estimate of total departures over the vesting period from 25% to 28%

During the third year, a further 20 employees leave the entity

Determine the amounts to be recognised in the income statement.
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Solution
Step 1–Fair value on grant date: 400 x 1,000 x 50 = 20,000,000

Step 2 – Cumulative charge:

Year 1 – 20,000,000 x 75% x (1/3) = 5,000,000

Year 2 – 20,000,000 x 72% x (2/3) = 9,600,000

Year 3 – 940 x 50 x 400                  = 18,800,000

Step 3 – Expense for the period

Year 1 = 5,000,000

Year 2 = 4,600,000 (9,600,000 – 5,000,000)

Year 3 = 9,200,000 (18,800,000 – 9,600,000)
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Question
Omega grants 120 share options to each of its 460 employees. Each grant is 
conditional on the employee working for Omega over the next three years. 
Omega has estimated that the fair value of each share option is INR 12.

Omega estimates that 25% of employees will leave during the three-year period 
and so forfeit their rights to the share options.

Everything turns out exactly as expected.

Calculate the amounts to be recognised for services received as 
consideration for the share options during the vesting period.
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Solution
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Year Calculation Expense for  
period

Cumulative 
expense

1 55,200 options × 75% × 12 ×
1/3 years

165,600 165,600

2 (55,200 options × 75% × 12 
× 2/3 years) = (3,31,200 -
165,600)

165,600 331,200

3 (55,200 options × 75% × 12 
× 3/3 years) = (4,96,800 -
331,200)

165,600 496,800
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2. CASH SETTLED SHARE BASED PAYMENT 
TRANSACTIONS



Cash-settled transactions
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Cash-settled transaction - example
Vesting conditions:
◦ Three year continued employment (service condition)
◦ Market-based performance condition

Assumptions:
◦ 100 share appreciation rights granted on 1 January 20X1
◦ Best estimate is that all employees remain in service over the vesting period
◦ Grant date fair value of each right is 3.00 (including adjustment for market condition)

Subsequent estimates: fair value Intrinsic value

◦ End year 20X1 4.00 1.50 

◦ End year 20X2 4.25 3.00 

◦ End year 20X3 4.50 4.25

◦ Settlement date 4.00 4.00 
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Solution
Assume that all service conditions are fulfilled and that the vested benefits are 
settled at the end of year 20X4
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Current year total Cumulative
Expense recognised:
Year 20X1 133 133
Year 20X2 150 283
Year 20X3 (vesting date) 167 450
Year 20X4 (settlement) -50 400
Total 400



Question
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Solution
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Solution
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3. SHARE-BASED PAYMENT TRANSACTIONS 
WITH CASH ALTERNATIVES



Share-based payment transactions with cash alternatives
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Question
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Solution

30 October 2023 © THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA 39



30 October 2023 © THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA 40



Question
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Solution
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MODIFICATION



Modification
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Question
On 1 January 20X5, entity A grants an award of 1,000 options to each of its 60 employees, on
condition to remain in employment for 3 years. The grant date fair value of each option is 5.

At end of 20X5, entity A’s share price dropped; so, on 1 January 20X6, management chose to
reduce the exercise price of the options. At the date of the repricing, the fair value of each of the
original share options granted was 1; and the fair value of each repriced option was 3. So the
incremental fair value of each modified option was 2.

At the date of the award, management estimated that 10% of employees would leave the entity
before the end of three years (that is, 54 awards would vest). During 20X6, it became apparent
that fewer employees than expected were leaving; so management revised its estimate of the
number of leavers to only 5% (that is, 57 awards would vest). At the end of 20X7, awards to 55
employees actually vested.
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Solution
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Year Calculation Cumulative 
expense

Exp. for the 
year

31st Dec 2005 54*1000*5*1/3 90,000 90,000

31st Dec 2006 57*1000*5*2/3 + 
57*1000*2*1/2

2,47,000 1,57,000

31st Dec 2007 55*1000*5 + 
55*1000*2

3,85,000 1,38,000



Question
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Solution
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CANCELLATION AND SETTLEMENTS



Cancellation and settlements
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Cancellation and settlements
If new equity instruments are granted to the employee and

entity identifies the new equity instruments granted as replacement equity instruments for
the cancelled equity instruments,

the entity shall account for in the same way as a modification of the original grant of equity
instruments.
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Question

30 October 2023 © THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA 54



Solution
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Solution
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Solution - Journal entries
Year 1 Dr Employee benefits expense 6,93,333

Cr Equity 6,93,333

(Being exp. recognised for year 1)

Year 2 Dr Employee benefits expense 16,46,667

Cr Equity 16,46,667

(Being remaining exp. recognised immediately on cancellation of the award)

Dr Employee benefits expense 90,000

Dr Equity 16,20,000

Cr Cash 17,10,000

(Being payment is deducted from equity and incremental settlement is recognised as expense)
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GROUP SHARE BASED PAYMENT PLANS
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Group share based plans when shares are being granted

Parent’s equity shares granted by Parent

services

P’s Consolidated FS - equity settled

P’s Separate FS - equity settled

S’s Separate FS - equity settled
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Parent

Subsidiary employees



Group share based plans when shares are being granted

Subsidiary’s equity shares granted by Parent

services

P’s Consolidated FS - equity settled

P’s Separate FS - cash settled

S’s Separate FS - equity settled
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Parent

Subsidiary employees



Group share based plans when shares are being granted

Parent’s equity shares granted by Subsidiary

services

P’s Consolidated FS - equity settled

P’s Separate FS - -----------------

S’s Separate FS - cash settled
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Parent

Subsidiary employees



Group share based plans when shares are being granted

Subsidiary’s equity shares granted by Subsidiary

services

P’s Consolidated FS - equity settled

P’s Separate FS - -----------------

S’s Separate FS - equity settled
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Parent

Subsidiary employees



Group share based plans when cash is being granted

Based on Parent’s equity shares cash granted by Parent

services

P’s Consolidated FS - cash settled

P’s Separate FS - cash settled

S’s Separate FS - equity settled
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Parent

Subsidiary employees



Group share based plans when cash is being granted

Based on Subsidiary’s equity shares cash granted by Parent

services

P’s Consolidated FS - cash settled

P’s Separate FS - cash settled

S’s Separate FS - equity settled
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Parent

Subsidiary employees



Group share based plans when cash is being granted

Based on Parent’s equity shares cash granted by Subsidiary

services

P’s Consolidated FS - cash settled

P’s Separate FS - -----------------

S’s Separate FS - cash settled
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Parent

Subsidiary employees



Group share based plans when cash is being granted

Based on Subsidiary’s equity shares cash granted by Subsidiary

services

P’s Consolidated FS - cash settled

P’s Separate FS - -----------------

S’s Separate FS - cash settled
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Parent

Subsidiary employees



Question
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Solution
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Solution
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Question
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Solution

30 October 2023 © THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA 72



Solution
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Solution
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Disclosures
► The nature and extent of share-based payment arrangements that existed during the period

► A description of each type of scheme including general terms and conditions, vesting conditions, method 
of settlement

► The number and weighted average exercise prices of share options
► outstanding at the beginning 
► granted during the period
► forfeited during the period
► exercised during the period
► outstanding at end of the period
► exercisable at end of the period

► The weighted average share price at the date of exercise of the options exercised

► The valuation methods used to estimate the fair value of the awards

► The effect of expenses on the entity’s profit or loss and financial position i.e. total expense recognised during 
the period and liability arising at end of the period
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Extract of Financial Statements of a Listed Company
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Extract of Financial Statements of a Listed Company
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Extract of Financial Statements of a Listed Company
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Extract of Financial Statements of a Listed Company
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Key differences - IND AS and IGAAP
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Difference IND AS 102 Indian GAAP

Measurement Share-based payment to employees 
are measured based on the grant-
date fair value of the equity 
instruments issued.  
Intrinsic value approach is permitted 
only in rare situations when the fair 
value of the equity instruments 
cannot be estimated reliably. 

No specific standard, however guidance note is available.

Share-based payment to employees have an option to 
measure based on the grant date fair value or intrinsic 
value of the equity instruments issued.

Graded vesting Awards with graded vesting is 
measured as, in substance, multiple 
awards.

In case of graded vesting i.e. where share options or 
other equity instruments granted vest in instalments 
over the vesting period, entity may choose to measure 
on a straight-line basis (subject to certain conditions) as 
a single award or an accelerated basis as though each 
separately vesting portion of the award is a separate 
award. 



Key differences - IND AS and IFRS
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There is no GAAP difference



MCQ - 1
Company B has approved a bonus plan for its employees as per which the amount of the bonus will depend on the share 
price achieved at the end of the year, as follows:

● if the share price is below Rs. 10, then the bonus amount is zero (level 1);

● if the share price is between Rs. 10 and Rs. 12, then the bonus amount is Rs.1,000 (level 2); and

● if the share price is above Rs. 12, then the bonus amount is Rs. 1,500 (level 3).

Whether the above arrangement will be within the scope of IND AS 102?

(a) Yes, it is an equity-settled share-based payment transaction.

(b) Yes, it is a cash-settled share-based payment transaction.

(c) No, it is not a share-based payment transaction.

(d) The company has an accounting policy choice to consider it as share-based payment transaction under IND AS 102 or 
employee benefit under IND AS 19.

Answer  (C)
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MCQ - 2
ABC Ltd. issues its shares to a law firm as payment for legal services. Is this transaction within 
the scope of IND AS 102?

(a) Yes, it is an equity-settled share-based payment transaction.

(b) Yes, it is a cash-settled share-based payment transaction.

(c) No, it is not a share-based payment transaction; the transaction should be recognised

at par value of shares issued.

(d) No, it is not a share-based payment transaction; the transaction should be recognised at fair 
value.

Answer  (a)
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MCQ - 3
A ltd issues stock appreciation rights (SAR) to its employees. The SAR requires the company to 
pay the employees an amount equal to the appreciation in the value of 1000 shares of its stock 
over a two year period. Is this transaction within the scope of IND AS 102 ?

(a) Yes it is an equity settled shared based payment transaction

(b) Yes it is a cash settled share based payment transaction

(c) No it is not a share based payment transaction

(d) The company has an accounting policy choice to consider it as a share based payment  
transaction under IND AS 102 or employee benefit under IND AS19. 

Answer  (b)
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MCQ - 4
ABC ltd issues share options to purchase Company B shares, an unrelated public company, to its 
employees. Is this transaction within the scope of IND AS 102?

(a) Yes it is an equity settled shared based payment transaction

(b) Yes it is a cash settled share based payment transaction

(c) No it is not a share based payment transaction

(d) The company has an accounting policy choice to consider it as a share based payment  
transaction under IND AS 102 or employee benefit under IND AS19. 

Answer  (c)
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MCQ - 5
ABC Ltd. enters into a forward contract to buy 1,000 units of a commodity at a price equal to
2,000 of ABC’s ordinary shares. ABC can settle the contract net, but does not intend to do so
(nor does it have a practice of doing so). Is this transaction within the scope of IND AS 102?

(a) Yes, since ABC does not have a practice of settling these contracts net and does not intend to
settle it net.

(b) Yes, all commodity contracts involving issue of shares are covered under IND AS 102.

(c) No, all commodity contracts involving issue of shares are excluded from the scope of IND AS
102.

(d) No, IND AS 102 covers only those commodity contracts for which intention is to settle net.

Answer  (a)
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MCQ - 6
ABC Ltd. has granted a right to its employees to receive a cash payment equal to excess of share
price over Rs. 20 multiplied by 2,000. For example, if the share price is Rs. 30 at the end of year
3, the employee will receive Rs. 20,000. This is subject to the employee continuing in
employment for 3 years.

What is the correct classification of the above share-based payment arrangement?

(a) Cash-settled share-based payment arrangement.

(b) Equity-settled share-based payment arrangement.

(c) Compound instrument – equity and debt component to be measured separately.

(d) It is not a share-based payment transaction.

Answer  (a)
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MCQ - 7
The conditions that determine whether the entity receives the services that entitle the other
party to receive cash, other assets or equity instrument of the entity, under share based
payment arrangement is known as ______________________.

Answer  Vesting Conditions
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MCQ - 8
IND AS 102 covers share-based payment transactions among group entities. Which of the
following statement(s) is/are TRUE?

(a) Transfers of equity instruments of the undertaking’s parent to parties that have supplied
goods or services to the undertaking

(b) Transfers of equity instruments of another undertaking in the same group as the
undertaking, to parties that have supplied goods or services to the undertaking

(c) Both (a) & (b)

(d) Neither (a) nor (b)

Answer (c)

30 October 2023 © THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA 89



Question
An entity grants 100 share options to each of its 500 employees. Vesting is conditional
upon the employees working for the entity over the next three years. The entity
estimates that the fair value of each share option is 15.

On the grant date the entity estimates that 15% of the original 500 employees will leave
before the end of the vesting period. However, 20 employees leave during the first year,
and the entity’s best estimate at the end of year 1 is still that 15% of the original 500
employees will leave before the end of the vesting period.

During the second year, a further 22 employees leave, and the entity revises its
estimate of total employee departures over the vesting period from 15% to 12% of the
original 500 employees.

During the third year, a further 15 employees leave. How shall the entity recognise
expense?
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Solution
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Solution:
57 employees (20 + 22 + 15) forfeit their rights to the share options during the 
three-year period, and 44,300 share options (443 employees x 100 options per 
employee) finally vest. The entity recognises the following expense:

Cumulative 
Expense

Expense for 
period

Year 1: 50,000 options x 85% x 15 x 1/3 vesting period 212,500 212,500

Year 2: 50,000 options x 88% x 15 x 2/3 vesting period 440,000 227,500

Year 3: 44,300 options x 100% x 15 x 3/3 vesting period 664,500 224,500



Question
Ryder Ltd is reviewing certain events which have occurred since its year-end 31st October, 2013.
The financial statements were authorized for issue on 12th December, 2013. The following
events are relevant to the financial statements for the year ended 31st October, 2013. The
company granted share appreciation rights (SARs) to its employees on 1st November, 2011
based on 10 million shares. At the date the rights are exercised, the SAR’S provide employees
with the right to receive cash equal to the appreciation in the company’s share price since the
grant date. The rights vested on 31st October, 2013 and payment was made on schedule on 1st
December, 2013. The FV of the SAR’s per share at 31st October, 2012 was 6, at 31st October,
2013 was 8 and at 1st December, 2013 was 9. The company has recognized a liability for the
SAR’s as at 31st October, 2012 based upon IND AS 102 Share-based payments but the liability
was stated at the same amount at 31st October, 2013.

Required: Discuss the accounting treatment of the above events in the financial statements of
the Ryder Group for the year ending 31st October, 2013 taking into account the implications of
events occurring after the reporting period.
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Solution
IND AS 102 Share-based payments requires a company to re-measure the fair value of a liability to
pay cash-settled share-based payments at each reporting date and the settlement date until the
liability is settled. Share Appreciation rights fall under this category. Hence the company should
recognize a liability of 80 Million (8 x 10 million) at 31 October 2013, the vesting date.

The liability recognised at 31 October 2013 was in fact based on the share price at the previous year-
end and would have been shown at 30 million i.e. 6 x ½ x 10 Million shares – half the cost as the SARS
vest over 2 years. This liability at 31 October 2013 has not been changed since the previous year-end
by the company.

The SARS vest over a two-year period and hence on 31 October 2012 there would be a weighting of
the eventual cost by 1-year/2 years. Therefore an additional liability of 50 million should be
accounted for in the financial statements at 31 October 2013.

The SARS would be settled on 1 December 2013 at 90 Million (9 X 10 million). The increase (over and
above 80 million) in the value of the SARS since the year-end would not be accrued in the financial
statements but charged to profit or loss in the year ended 31 October 2014.
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THANK YOU


