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Information Required to Value Stock Options
To value options on the stock of a publicly traded company, for each option grant, I need the following information:
· Date of option grant. 

· A vesting schedule for the options. 

· An as-of valuation date for valuing the options. The as-of valuation date affects several aspects of the valuation. The company’s value and hence the value of its shares changes over time. The longer an option’s time to expiration, the greater its value; the time to expiration is the length of time from the valuation as-of date to the option’s expiration date. Pre​vailing interest rates are a factor in option valuation; they change over time. In marriage dissolutions, the valuation date frequently is the date of separation. 
· Number of options in each grant.

· Whether options are incentive stock options (ISOs) or nonqualified options.

· Option’s exercise or strike price. 

· If some of the options are not yet vested, I need to calculate the probability that the employee will remain an employee long enough for the options to vest. To make this calculation, I need data on the company’s employee retention rate for employees in jobs similar to the job of the option holder. 
Retention data take the following form: 
On January 1, 2002, the company had ____ employees in this job category; on December 31, 2002, ____ of these remained employees of the company. 

On January 1, 2003, the company had ____ employees in this job category; on December 31, 2003, ____ of these remained employees of the company. 

On January 1, 2004, the company had ____ employees in this job category; on December 31, 2004, ____ of these remained employees of the company. 

· A statement of any conditions that might affect the options’ time to expiration. For instance, if the option grant document says that the options expire in seven years but also says that, should the employee leave the company sooner, he or she must exercise the options within 90 days of leaving, then this condition reduces the options’ effective time to expiration. If such conditions exist, to make the necessary calculations, I would need the employee-retention data described above in the discussion of unvested options. 
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