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Report Of GAAP On Accounting For Employee Stock Options
Introduction 
Most multinational corporations including General Electric, Microsoft as well as Citigroup have agreed that Employee stock options form part of organization’s expenses. Consequently, the accounts debate on accounting for them have shifted from the whether to report options on income statements to how to report them. This study examines how the employee stock options approved by the Board of Directors for Stamos & Company on October 22, 2017 should be reported in the financial statements. 
1.At what point should the compensation cost be measured? How should it be measured?
The opponents of expensing vow to carry on the fight a rearguard action. Their main point of contentious is that grant date estimates on the cost of employee stock options primarily based on the theoretical formula would introduce too much measurement error. Hence, the need for the reported cost to be deferred till such a time when it can precisely be determined. For instance, when stock price is exercised, forfeited as well as their expirations (Robinson, Dahlia, and Diane 98).
Moreover, the opponents argue that the although the option pricing models might work, they are in capable of valuing the employee stock options that are private contract between the company and the employees in this case executives. This is because they are illiquid assets that are can never be freely sold, swapped, pledged as collateral or even hedged.
 2. How should compensation expense be measured for the stock option plan in 2018 and later? 
The fair Value Expensing dictate that the company would expense the options as long as they end up being out of the money on the day vest (Ferri, Fabrizio and Tatiana 433). The total paid to the compensation over the whole period is computed tp determine the paid in capital in the equity accounts (Stewart 63). The amount represents the the cost of services rendered to the company by its employee which is equivalent to the cash the company would give received had it decided to write the options and keep them for the entire duration of 6 years and eventually dispose them at the market rate. 
3. If options are forfeited because an executive resigns before vesting, what is the effect of that forfeiture of the stock options on the financial statements?
The company would be required to adjust the income statement and the balance sheet so as to reduce the employee’s prepaid compensation asset account and the respective paid in capital option account to zero.  For instance, the employee exits at the end of year two, the option carried to books would be $ XX At this stage, the firm reduces the employee’s paid in capital option to zero while writing off the remaining prepaid compensation balance sheet upon recording of the year two amortization. Further, a gain is recognized on the income statement of $ XX so as to reverse the remaining period of compensation expenses.  In this case, the total reported equity-based compensation expense to the realized value of zero. In this case you debit the share option expense with the amount forfeited and credit the Equity with the same values. 
4. If options are allowed to lapse after vesting, what is the effect on the financial statements?
The company paying employees it own stock options forces them to hold highly non-diversified financial portfolios, a risk that is further compounded by the investment of the employees’ own human capital in the company. In most times, the options are exercisable immediately because of the fact that employees are risk averse. Therefore, the existing shareholders’ equity is often diluted lesser that what would been presumed to be hence the company’s compensation cost is greatly reduced.
If all 100 percent of shares vest, the entry at the end of year 2024 entry at the end of the period would be as show below. 
Dr. Share option expense	XX	
Cr. Equity			XX
[(100 percent of shares vest × 100) ÷ 6 periods] = XX per period
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