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8 9E 8D E8 8B B1 E8 c67 255195.htm For years, companies
have used stock options as a form of pay. At first, only top officers in
companies got them. The value of a stock option rises or falls with
the price of a company stock. So this gave the people at the top a
strong reason to do their jobs well. During the nineteen nineties,
technology companies started to offer stock options to skilled
workers. Many of these businesses were newly formed Internet
companies. Soon stock options became a common form of pay in
American businesses. Since options are linked to stock market
prices, estimating their value can be difficult. Most companies did
not report them as an expense, a cost of doing business. As a result,
shareholders were not getting a true picture of a companys financial
condition. New rules from the Financial Accounting Standards
Board are meant to change that. The board is a private organization
that establishes how financial reports should be prepared. Its work is
officially recognized by the United States Securities and Exchange
Commission.The new rules start with the two thousand six financial
year. Companies publicly traded in the United States must now treat
options as an expense against earnings. Some already do. A company
can deal with employee stock options in two ways. It can trade its
own stock when an employee exercises an option. Or it can create
additional stock. But more stock weakens the value of a company’ s
shares. In other words, either the company pays for the options or its



shareholders pay. Since last year, company purchases of stock to pay
for options have increased sharply. Standard amp.P Five Hundred
list. The financial rating agency says the information technology
Industry will see its earnings reduced the most, eighteen percent. In
its last three-month period, expensed options cut fifteen percent
from the earnings at Intel, the leading maker of computer
processors.Standard &amp. Poors says some companies will have to
report a loss as a result of the new rules. 100Test J U 00 0O 0O O O O
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