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Analysis of Accounting Standards for Employee Stock Options in FASB:
Recognition and Measurement Principles and Measurement Methods
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Previous studies in Japan have consistently adopted an accounting treatment for stock option-related expenses in the United
States in which they are systematically allocated over the vesting period based on values measured on the grant date. It has been
indicated that the measurement methods (intrinsic versus fair value) have changed several times due to the politicization of
accounting. This research re-analyzes the FASB's accounting standards for employee stock options (especially the recognition and
measurement principles and methods) using normative and descriptive research to determine whether the discussion of previous
studies is a necessary consequence.

The following conclusions were drawn. First, with regard to the recognition and measurement principles of employee stock
options, the discussion process established by accounting standards included an increase in the explanations of expenses, order of
recognition and measurement principles, and explanations consistent with the FASB concept statements (asset and liability
views). Further, the measurement method, in contrast to the principles, uses fair value as a measurement attribute in many related

transactions. This has been consistently and methodically drawn from the exposure draft (1993).
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