Broad-Based Stock Option Plan Transparency Act of 2003
Section-by-Section Summary

Section 1. Short Title:

This Act may be cited as the “ Broad-Based Stock Option Plan Transparency Act of 2003.”

Section 2. Congressional Findings

Section 3. Improved Employee Stock Option Transparency and Reporting Disclosur es

Requires the Securities and Exchange Commission (SEC) to require, by rule, that publicly-traded companies
increase the transparency of their use of employee stock options plans, particularly with respect to the dilutive

effect of such plans, in annual and quarterly financial reports through enhanced disclosures. Such enhanced
disclosures shall include, but not be limited to:

Q) “plain English” discussion of share value dilution, including tables or graphic illustrations of the
dilutive effects;

2 expanded disclosure of the dilutive effect of employee stock options on the company’ s earnings
per share number;

3 the prominent placement and increased comparability of stock option-related information; and

4) asummary of stock options granted to the 5 most highly compensated executive officers,

including any outstanding stock options.

Section 4. Evaluation of Employee Stock Option Plans Transparency and Reporting Disclosures and
Report to Congress

Q) Following a 3-year evaluation period beginning on the date of rule implementation, requires the SEC to
study and report to Congress on the effectiveness of the enhanced disclosures required by Section 3.

(2 From the date of enactment through the transmission of the report to Congress, prohibits the SEC from
recognizing as generally accepted accounting principles any new accounting standards related to the
treatment of stock options.

Section 5. Study on the Economic Impact of Broad-Based Employee Stock Option Plans and Report
to Congress

(A)  Requiresthe Secretary of Commerce to study broad-based employee stock options plans, focusing on
the following issues:

Q) their impact on expanding employee corporate ownership to workers at a wide-range of income
levels, with a particular focus on rank-and-file employees;

(2 their rolein the recruitment and retention of skilled workers;

(©)) their role in stimulating research and innovation;

4) their impact on the economic growth of the United States; and

5) their role in strengthening the international competitiveness of companies organized under the
laws of the United States.

One year from the date of enactment, requires the Secretary to submit its findings to the House
Committees on Energy and Commerce, on Financia Services, and to the Senate Committees on Commerce,
Science, and Transportation, and the on Banking House, and Urban Affairs.



