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Congratulations! You were offered equity!:
Stock Options

Running
Example:
Kerri

MEFTLY

2525 CHARLESTON ROAD SUITE 104
Mountan View, CA 94013

Kerri’s offer tells her
the number of
shares of option
grants she was
offered, but not how
much they’re worth.

SEPTEMBER 3, 2015

Kermri Smart
Via email to: kemifmexample.com

Dear Xerri:

| am pleased to offer yom 2 position with Meethy, Ing (the "Company™'), as Senior
Engineer. [ you decide (o join us, you will receive an annual salary of $100,000, which
will be paid semi-maonthly in accardance with the Company*s normal payroll procedures.
In addition, subject o the approval of the Company's Board of Directors, you will be
granted 100 shares of option grants of the Company, which shares will vest in accordance
with the following vesting schedule: 25% on your first year anniversary date, and the
remainder for 1/36Lh [or cach moath of continvous service therewller, You should nole
that the Company may modify job titles, salaries and benefits from time 1o tme as it
deems necessary.

This is standard.

The Compeny is excited ebout your joining and looks forward to @ benelicial and
productive relztionship. Nevertheless, you should be aware that your employment with
. _ ~ https://medit the Company is for no speci fied period and constitutes at will employment. As a result,
m SO TonRE ’ Carnegle Mellon Universlty = you are free to resign at any time, for any reason ot for no reason. Similarly, the
RESEARCH Schoel of Computer Science Company is free 5 conchade its employmeat relationship with you at any time, with or
without cause, and with or without notice. We reguest that, in the eveat of resignation,



Congratulations! You were offered equity!:
Stock Options

Running Example: Kerri
Kerri has 100 shares of option grants.

But what does this even mean?

To make sense of this, there are 4 things Kerri should consider:
1. Types of Stock Options

2. Option Agreement

3. Vesting

4. Termination

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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What’s a Stock Option anyway?

Stock Options:
A stock option is the right to buy a set number of shares at a fixed price.

In Kerri’s case, that fixed price is $1

The goal is for the value of that stock to increase. But since the fixed price
stays fixed for Kerri, that means Kerri can make money on the difference.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Know what kind of Stock Option you have

There are generally two types:

ISO vs NSO

ISO = incentive stock option, NSO = non-qualified stock option

Employees of startups usually get ISOs.

Consultants usually get NSOs.

The main difference is tax benefits, which we’ll cover later.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Make sure you get an option agreement

An offer letter talklng MEETLY, INC. 2008 STOCK PLAN
about stock options NOTICE OF STOCK OPTION GRANT
you've been offered is o S -
no t Iega I Iy bin ding ‘l(l%l:?::\m has been granted the following option to purchase shares of the Commnon Stock of
Name of Optionce: oNamew
U ntll you ’Ve recelved Tetal Number of Shares: oTomslSharess
\ . Type of Oprion: «1SOw  Incentive Stock Oprica (1S0)
and signed an option «NSOw Neastatutory Stock Option (NSO)
agreement, you e P e
. ; i < L iranto
teChnlca”y don t own Dale Exercisashle: This u,ll;un r-y“h nxmd vnlh.mps.cl Lo the
stock options. e Opticuse complets 13wt of cootiamovs

Service beginning with the Vesting Commencement
Duze set forth below. This option may be exercised
with respect o an additional 1/36™ of the remaining
Shares subject 10 thes option when the Oplionee
completes cach month of continuous  Service

thereafier.
Vesting Commencement Date aVestComDates
Expiration Dae: oExpDares.  This option expires carlier if the

Optionee’s Service terminates enrlier, as provided
in Section 6 of the Stock Oprion Agreement

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
nslitole lor ’ Carnegie Mellon University
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You don’t get your stock options right away

You don’t get it until it VESTS

Vesting means that you have to earn your stock options over time.

Companies do this because they want employees to stay with them and
contribute to the company’s success over several years.

If stock options didn’t vest, an employee could join a company, work
there for a month, buy a bunch of the company’s stock, and leave.
Vesting prevents this.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Traditional Vesting

MEETLY
2525 CHARLESTDN RCAD SUITE 104
MOUNTAN ViEw, CA 93041

SEPTEMBER 3, 2015

Kesn Stunct
Via emaal 1o kern@ cxnmple com

Dews Kexni,

1am pleasod w offer you a position with Magly, g (the * Company™), as Senior
Engineer. If you decide % join s, you will recvive an anzwal salary of §100,000,
will be paid semi-momth 'y in acooedance with the Company”s noemal payrell pro
In sddior, subject o the approve] of the Company's oerd of Dhirectors, you wil
granied 100 shares of option granss of e Company. which shares will vest in ass
with the following vesting schedulke: 25% on your first year anrovensary datc, and
reraining shames foe | /26th for cach moath of eorrisun s service theseafler. You
mote thet the Company may scdily job Ulles, salanics wod boeselils lross Lo o U
decins mecoasary

The Compary is exzhed sbow your joindeg and looks forward 10 2 benefiela! and
peofuctive selescnship. Neverhelaad, you should be sware than your emeloymen
B Compray » For oo spealicd perod and couslitules of will cruploymanl. As a1
wou are frae 1o resign 3t say time, for sy reasom or f20 20 reason., Smilarly, e
Company i free 10 ecoclade its employment relaticash @ with you st sy time, W
withomt canse, and with or withoot mosce. We roguest that, in the event of rosg=a
You gve the Company o cast two woeks notice

The Company reserves e right 10 conduet background investipations and'or sefi
ehecks oo all of its pocential employees. Your job offer, therefore, is corcizgent ¢
cloanoce of such a background =vestgaton andlor refzrence chock, W any.

For papones of fedaral imusgration law, you willl be reyeirad (o peovids w U O
documentacy evideme of your identity and eligibility for employment in (e Unib
Swies Such decumentation mus be provided o us within theee (3) busines days
date of hure, or our cmplovescot peletonshop with you may be feomizated.

O Ty Yy

Schoel of Computer Science

RESEARCH

MEETLY, INC. 2008 STOCK PLAN
NOTICE OF STOCK OPTION GRANT

The Optience has been gramted the fellowing cothon o parchese sheres of the Coomon Sock of

MELTTLY  Inc *

Nam2 o Optworec
Tetal Nevdser of Shascs.
Iype af Option:

Exzroise Price per Share:
Date of (aare:

Daes Exarcisable

Vesting Comenccmen! Dot

Exporation Dete:

harw

«TualShacs

«i3Us  Inconiree Stock Upson (IS0)
«NSOs Nosstalolory Stock Oplos (NSO)
SefriecPerSaarcs

«dlatclirants

This option may be seersised with sespect 1o the
firw: 23% of the Shares subsjoct 1o this option whes
e Dplomee completes 12 mosths of Comtimuoss
Service boginning with the Vesing Commescoment
Do =ex forth below. This opdlon may be eweswlsod
wih rospest o m addisioral 16" of Ge romaising
Shares witject 0 his oplion whee e Oplicoee
compleles oxch mosth of coatimoeos Serese
Dereafer.

Vet Coni Dinlew
«ExpDatee.  This optien cxpires emlier il the

o ‘s Sarvce e caries, as provded
in Soctioe 6 of the Spock Opsios Agresment

By sigairg belew, the Optioser md the Company agree Dt this opsion is prasied wades, and
poversed by Do toomn ad conditioes of, the 2010 Swck Flan sad the Stock Option Agronnest.
Both of s docuncms e svached ©, 3nd mads 5 part of, his Notice of Stwock Opton Oeast.
Section 13 of the Sieck Option Agreement includes fmporinmt schoewledgesnonts of (he

There are all
kinds of vesting
schedules (so
pay attention to
this if you get an
offer with a non-
traditional
vesting
schedule!) but
what’s called
traditional
vesting is most
common.

ployees-part-1-6eaea8cfcb4



Traditional Vesting

Two parts of a traditional vesting schedule:

1. the “cliff”
2. the total length of the schedule

Kerri’s example:

1 year cliff. This is standard. After 1 year of working at Meetly,
she can buy 25% of her shares, which is 25 shares out of 100.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Traditional Vesting

Nov 1, 2015 25
100 =4 =25

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
Carnegie Mellon University

Schoel of Computer Science 10
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Traditional Vesting

Two parts of a traditional vesting schedule:

1. the “cliff”
2. the total length of the schedule

Kerri’s example:

1 year cliff. This is standard. After 1 year of working at Meetly,
she can buy 25% of her shares, which is 25 shares out of 100.

36 month schedule. This outlines how often, and for how long,
Kerri will continue to vest her shares. After Kerri reaches her
cliff, she will continue to vest the remaining shares for 36
months, or 2 shares each month.

. https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
nstitte [on Carnegie Mellon University
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Traditional Vesting

Dec 1, 2015

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
Carnegie Mellon University

Schoel of Computer Science 12
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What happens when | leave the company?

And most importantly,
YOU ONLY HAVE THAT RIGHT FOR A FIXED WINDOW OF TIME,

TYPICALLY 30-90 DAYS (&)

Your company won’t remind you of this window when you
leave. Typically they only tell you about it in your option
agreement when you join!

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
Carnegie Mellon University
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But how much is it worth anyway?

strike price: the cost for you to buy 1 share of stock.
This is also called an exercise price.

FMV (fair market value): to figure out the strike price,
the company has to determine the fair market value of
the stock if it were publicly traded on the open market.
The strike price is almost always equal to the Fair
Market Value of the stock on the day the option is
granted.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Where does the FMV come from?

For startups, which are private companies and not publicly-
traded on the stock market, we have to estimate the FMV
somehow.

This is done via a 409a valuation

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Where does the FMV come from?

e N ORn

A 409A valuation s an assessment privale companics are reguired by the
IRS to conduct regarding the value of any equity the company issues or
ofters 1o employees. A company wants the A08A ra ba low, so that emplovees
make mare off aprions. but not 5o low the TRS wanr't consider it reasonable.
In order v minimize the risk that a 409A valuaton is manipulated to the
beneft of the company, companies hire independent firms te perform 409A
véluations, typically annually or after events like fundraising,

The 409A valuation of employee equity is usually much less than what
investors pay for praferred stock; often, it might be only & third or less of the

preferred stock price.

M ocantroversy . Although the A09A process is required and completely standard
for starrups, the pracrice is 2 srrange mix of farmality and camplere guasswork.

It has been called “guite precise—remarkably Inaccurate,” by venrure capitalist From the Hol |0Way

Bill Gurley. You can read more about its nuances and controversies. G u I d e on E q u Ity
Compensation: https://
www.holloway.com/g/

equity-compensation

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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https://www.holloway.com/g/equity-compensation
https://www.holloway.com/g/equity-compensation
https://www.holloway.com/g/equity-compensation
https://www.holloway.com/g/equity-compensation

How stock options gain value

Meetly’s stock value
$1 M T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T

Kerri's price

Time

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
Carnegie Mellon University

Schoel of Computer Science 17

nstitute lon
SOFTWARE
RESEARCH




How stock options gain value

Meetly’s stock value

“In the money”
$4 for Kerri

Kerri's price

Time

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
Carnegie Mellon University

Schoel of Computer Science 18
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How stock options gain value

“Underwater”
$0.25 loss for Kerri

Meetly’s stock value

Time

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
Carnegie Mellon University

Schoel of Computer Science 19
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But things won’t stay this way forever...

Dilution happens.

https://youtu.be/njx09wXb9007?t=47

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Dilution in Kerri’'s example

Shareholder Percentage

Kern 2%

Everyone clse 98%

Total 100%

Kerri’'s 100
shares were
worth 2% of the

company.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Dilution in Kerri’'s example

A year later,

Shareholder Percentage Shares Meetly deCideS |t
needs more
Kerrl 1.4% 100 mOney, SO |t
Everyone else 70% 4,900 bringS In new
investors.

New invesiors 28.6% 2,000 «

Total 100% 7,000 <

. https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Dilution in Kerri’'s example

BEFORE

AFTER

Shareholder
Kerri

Others

Total

Shareholder
Kerri
Others
Investors

Total

Percentage
2%
98%
100%

Percentage
1.4%
70%

28.6%
100%

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
Carnegie Mellon University

Schoel of Computer Science 23
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Dilution in Kerri’'s example

Shareholder Percentage

Kerri 2%
Others 98%

BEFORE

Total 100%

Shareholder Percentage

Kerri 1.4%

AFTER Others 70%

Investors 28.6%

Total 100%

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
Carnegie Mellon University

Schoel of Computer Science 24
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But things won’t stay this way forever...

Dilution happens.

https://youtu.be/njx09wXb9007?t=47

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Taxes really matter when you exercise your
options...

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Taxes really matter when you exercise your
options...

E what-L-wdab-dd-known-ubsut -equity-bytore- jodndryg-s-wictcrs . Raw

What | Wish I'd Known About Equity Before Joining A Unicorn

Digclaimer: This piece is written anonmymously. The names of a few particular companies are mentioned, but ag common
examples only.

Thisis a shart write-up an things that | wdsh I'd known and consdered befare joining a private company (aka startup, aka
unicern in some eases|. Fm e trying to make the case that you sheld nevier jein a private campany, but the pomr
imbalanca hetwaan ‘aunder and amplayas is axtrame, and that potastial candidates vould da weal ta cansider
ahternatives.

MNong of this mformation is new or novel, but this documen:t sims to put the basics in one place.

The Rub

LockIn

= Alter l2aving & comparny, you generglly heve 80 days to exercise your options or they're gone. This seams 1o have
orgingly ceveloned around a historical rule from the IRS araund the tregtment of 1IS0s, but the exact reéason doesn't
seally matter anymare. The anly thing taat does mattes is that it pau sver want ta laaus yeur campany, all that aauity
that you spent years building could cvaporate if you don't have the immediate cash reserves 10 kuy e it,

* Werse yot, by exercising cptions you owe tax immediate ty e money that you never made, Your opticrs have a strike

aArice and private companes generally have a 4084 valuation to datermine their fair market valve. You cawe tax on the

. difference betwean those two numbers multiplied by the number of options exsrcised, even f the illiquidity of the aea8cfcb4
m Dsliole bor ’ shares maans that you never made & cent, s have ne concelvable way of dolng o for the farseeable future.

RESEARCH

= Evenf you have the money to buy your options and pey the taxman, that cash Is now locked In and could see little



Taxes really matter when you exercise your
options...

The Rub

LockIn

= Ater leaving s comparny, you generally heve 80 days 1o exercise your options or they're gone. This seams 1o have
orgingly ceveloned around a historical rule fram the IRS araund the tregtment of 1IS0S, but the exact réason doesn't
eally matter anymare. The anly thing taat does mattes is that it pau sver want ta laaus yeur campany, all that acuity
that you spent years building could cvaperate if you don't have the immediate cash reserves 1o kuy o it,

Werse yot, by exercising options you owe tax immediately e money that you never made, Your opticrs have a strike
aArice and private companes generally have a 4084 valuation to datermine their fair market valve. You cae tax on the
difference betwean those two numbers mutiplied by the number of options exsrcised, evan if theilliquidity of the
sharas means that you never mada a cant, &l have no cancelvable way of doling o for the farseeablea future

Even If you have the money to buy your options and pey the taxman, that cash ls now locked In and could see little
return on investment for a long and uncertéin emaunt of time. Cansider the appoctunity cost at what you coud
ottarviss have dene with that lieuid capital.

» Due to tax law, thare (2 a tan year limit on the axarcise tarm of 1SO optians fram the day thay're granted. Ever it the
sheres aren't licuic by then, you either lese them or exercise them, with exercising them coming with @l the cavests
arcund cost and t@xation listed abova,

Dors wen vears sound like @ long time? Consider the ages of these unicoms:

< Palantir is now thirteen years old,
o Droobox will be ten yeers old this yaar (2017).
o AlfBaB, GitHub, and Uber are all within a year o twa of talr tan year birthdays.

» Some companes naw offer 10-year exarclse wincon (after you quit] wasraby your ISOs ase aatematically corverted

nslitole lor Carnegie Mellon University
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Taxes really matter when you exercise your
options...

There are two types of taxes you should keep in mind when
exercising your options:

Ordinary Income Tax
VS

Capital Gains

. https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Taxes really matter when you exercise your
options...

There are two types of taxes you should keep in mind when
exercising your options:

Ordinary Income Tax applies to things like wages and salaries.

Capital Gains tax applies to any profits you make from selling
an asset.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Taxes on payouts in Kerri’s example

This graph

Option shows Kerri’s
payout

option payout as
a function of
Meetly’s stock
price.

The option
payout is
represented by
the yellow line.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Taxes on payouts in Kerri’s example

If Kerri decides
to exercise when
the stock price is
$5, her option
payout is $4.

That’s the $5
stock price minus
her $1 strike
price.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Taxes on payouts in Kerri’s example

Now let’s
assume Kerri
sells the stock
when the stock
price is $10. Her
option payout
here is $9.

Again, the $10
stock price minus
her $1 strike
price.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Taxes on payouts in Kerri’s example

Any gain before
the exercise is
treated as
Ordinary Income
tax

. https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Taxes on payouts in Kerri’s example

On top of that,
any gain in the
stock price after
the exercise is
treated as
Capital Gains
tax.

Because Kerri
owns the stock at
this point, any
gain she makes
at sale is a profit
from selling as
asset.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Taxes on payouts in Kerri’s example

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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ISOs vs NSOs on Kerri’s example

The benefit of

having ISOs is
NSO that you do

not pay tax on

. the day you
EXERCISE . ! Qrdinary income exercise.

Capital gains

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
Carnegie Mellon University

Schoaol of Computer Science 37
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ISOs vs NSOs on Kerri’s example

In Kerri’s case,
the entire $9
payout is taxed
as Capital
Gains and she
does not have
to pay that tax
until she sells
the stock.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
Carnegie Mellon University

Schoaol of Computer Science
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One other tax you should be aware of...

Alternative Minimum Tax (AMT)
AMT is a separate set of tax rules that include external
factors like 1ISO exercises in your tax calculation.

If the AMT calculation exceeds the normal amount, you will
need to pay the greater of the two calculation.

AMT can potentially be thousands of dollars, depending on
your income and the gain you realize from the exercise.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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In order to receive tax benefits, you must
adhere to a holding period

The main reason ISOs are nice is that you don’t have to pay
tax on the day that you exercise (unless you owe AMT)

To receive this benefit, however, you have to meet certain
holding periods:

the day you sell the stock needs to be at least 2 years after
the day your options were granted, and 1 year after the day
your options were exercised.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Holding periods in Kerri’'s example

If either of these
holding periods
aren’t met, your
options are treated
as NSOs (=more
tax)

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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But when do people exercise then?

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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But when do people exercise then?

Scenario 1: (Usually) upon termination.

And remember, you always have a window-typically 30-90
days—to exercise your vested options.

When this happens, you are exercising at some point
in the middle of the grant’s life. That means you will
most likely pay some mix of Ordinary Income tax and
Capital Gains tax upon the sale of the stock.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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But when do people exercise then?

Scenario 2: Early exercise.

Some companies allow this, and it just means you can
exercise your options before they have vested.

But this is risky!

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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Holding periods in Kerri’'s example

EARLY EXERCISE

Risky because:

There is no
guarantee that

your stock will
ever be liquid, so
you are paying to
buy stock that
could one day be
worthless.

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
Carnegie Mellon University
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But when do people exercise then?

Scenario 3: Upon Exit

This is the least risky time to exercise, because you know
the stock is liquid immediately.

You can turn around and sell the stock for a gain
(hopefully) the same day you pay to buy it.

The downside in this situation is that you usually end
up paying more tax.

Remember those holding periods we talked about (the day you sell the
stock needs to be at least one year after the day you exercised your
options)? That holding period won’t be met if you sell the stock on the
same day you buy it. If this happens, you're options will be treated like
NSOs, and any pre-exercise gain is taxed as Ordinary Income.

. https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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What about Stock Units?

e A company which already has liquify stock (stock which trades publicly) will
sometimes offer Restricted Stock Units (RSUs) as part of your compensation.
e These are kinda like options, but you don’t have to buy them (they are given
to you on a vesting schedule.
e Count as part of your “normal” income.
e But taxes aren’t withheld at normal income rates!
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Traditional Vesting

Dec 1, 2015

https://medium.com/eshares-blog/understand-your-options-equity-101-for-startup-employees-part-1-6eaea8cfcb4
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What about Stock Units?

e A company which already has liquify stock (stock which trades publicly) will
sometimes offer Restricted Stock Units (RSUs) as part of your compensation.
e These are kinda like options, but you don’t have to buy them (they are given
to you on a vesting schedule.
e Count as part of your “normal” income.
e But taxes aren’t withheld at normal income rates!
e After the RSU vests, it is your, just like any other stock you would have
bought.
e Trading is often subject to restrictions based upon market timing.
e Financial results announcements, etc.
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Roles in Tech

Software Engineer

Tech Lead

Manager

Product Manager

Technical Program Manager / Project Manager
Technical Writer

Some roles are filled by the same person, depending on team/company.
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Tech Lead

e Usually an engineer who is taking on more organizational leadership.
e Still doing engineering, but more “glue” bits
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Manager

e Responsible for organizing projects and coaching people.
e Much more people interaction

e More meetings

e More “hard” discussions

e Potentially more politics
e “Managing” and “Leading” are different, but related, skills
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Product Manager

e The interface with the customers.

e Works with the engineering team to define the product, metrics for success,
etc.
e Engineers give the “how”
e PMs give the “what”
e May use technical tools to do their job, but primary role is customer /
organization facing.
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Technical Program Manager / Project Manager

e Someone with a technical background who runs projects or programs.
e Examples:

e Events

e (Cross-team projects

e Internal recognization programs

These are often the kinds of things that somebody has to be in charge of, but don’t
require engineering resources.
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Career Advancement

e Always be working on the most important thing for you.
e “Manage up”
e Nobody cares as much about your career as you do.
e Most companies reward strong ICs the same as managers.
e At some point there isn’t going to be enough space for everybody: there
can only be one CEOQO, etc.
e Do what makes sense for you: many people want neither the responsibility,
nor the headaches (and are happy foregoing the money) that comes with
“advancement”
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