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Stock Options in Japan's Nikkel 225 Companies

Katsuyuki YAMASHITA

Abstract

In December 2006, The Accounting Standards Board of Japan
(ASB]) published ASB] Statement No.8 Accounting Standard for
Share-based Payment and ASB]J Guidance No. 11 Guidance on Accounting
Standard for Share-based Payment. 1t was proposed to require an entity
to reflect in its profit or loss and financial position the effects of stock
options and to require a fair value method of accounting for stock options.
The fair value of stock options is estimated at the grant date, and the total
amount of compensation cost recognized will be based on the number of
stock options eventually vest. Those proposals are in accordance with the
requirements of the IFRS 2 issued in February 2004.

Before the adaption of ASB] Statement 8 and Guidance No. 11, the
number of companies adapting stock option increased steadily. Recently,
however, this number has shown little change.

In this paper, the regulation for disclosure requirements for stock
options in ASB] Statement 8 and Guidance No. 11 was discussed. In order
to analyze the effect of that accounting standard, NIKKEI 225 companies
were selected as samples and compared with J stock companies which are
comprised of listed emerging market companies.

The paper ends with a discussion of disclosure rules in terms of the
importance of accounting information and expense for stock options under
the fair value method.





