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ABSTRACT

This study examines the stock-based compensation plans of a sample of publicly traded companies
from a statistical perspective. Financial metrics and reported expenses are two areas that academics
assess considering FASB and IFRS 2. Important considerations include the disclosed compensation
costs, the total fair value of the issued stock options, and the fluctuations in EPS. Using regression
analysis, the researchers investigate the correlation between various fair value assessment techniques
and the reported variability of compensation expenditures. When researchers compared businesses that
used various valuation methods, Researchers found that those that used option pricing models, such as
Black-Scholes, reported much greater expenditures. A company's apparent profitability might be
affected by an increase in compensation expenditures, as there is a statistically significant negative
link between EPS and stock-based compensation expenditures. The degree of openness about stock-
based compensation is also correlated with investor reactions as measured by stock price volatility in
student’s research. When investors have less uncertainty because of better disclosure rules, stock prices
stabilize, according to the study. Accounting for stock-based compensation requires transparent
reporting requirements and robust valuation methodologies, according to this study's conclusions.
Gains in understanding could be seen in accounting standards and the trust that stakeholders have in
financial reporting.

Keywords: Based on stock remuneration, accounting values, Financial Accounting Standards
Board, International Financial Reporting Standards, Earnings Per Share.

1. INTRODUCTION

To balance the interests of both employees and shareholders, stock-based compensation systems are
becoming more common in modern corporate pay strategies (Adwan et al., 2022). Offering employees
a stake in the company's success via these initiatives does double duty: it encourages them to remain
and, perhaps, boosts productivity. Accounting for stock-based compensation is difficult, which is a
headache for firms and everyone else who uses financial statements. Accounting standards established
by the FASB and the IFRS will be used in this research as it seeks to examine the processes and results
of stock-based compensation programs. As these regulations evolve, they will influence how stock-
based compensation is recorded, quantified, and declared in financial statements. This study will
examine the accounting approach and procedures used to determine fair value of stock options, limited
supply units, performance shares, and other kinds of stock-based compensation. At the same time, the
research was demonstrating the effects of stock-based compensation on financial metrics and
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boardroom dynamics. By examining the disclosures linked to various compensation plans, the study
hopes to provide insight on how they impact investor opinions and decision-making. Organizations
must understand the legal requirements and financial consequences of accounting for stock-based
remuneration to maintain stakeholder trust and foster transparency. Ultimately, Researchers study will
contribute to the ongoing discussion around financial reporting and corporate governance by drawing
attention to the need of consistent and open accounting practices that accurately reflect the monetary
components of stock-based compensation. Students’ work aims to provide valuable recommendations
for accounting scholars, practitioners, and regulators (Aldatmaz et al., 2018).

2. BACKGROUND OF THE STUDY

More and more companies in the United States and throughout the globe are using stock-based
compensation to attract and retain talented employees. Originally designed to facilitate communication
and cooperation between shareholders and employees, these plans have expanded to provide
employees with a financial stake in the company's performance. In the late 20th century, when
innovation was booming and labor was very competitive, companies looked for creative ways to attract
top talent. One of these ways was to make stock-based compensation more important. Although stock-
based compensation plans have many advantages, they also provide unique accounting challenges due
to their complexity. Until formal accounting standards were published, several companies were uneven
in their reporting of these expenses. In response to inconsistencies, regulators established clear
guidelines to increase transparency and comparability of financial statements (Zyl & Uliana, 2022).
The complex frameworks that control the accounting for stock-based remuneration have been created
by the Financial Accounting Standards Board (FASB) (IASB). The FASB Statement on Financial
Reporting requires that, as an expenditure, companies must record the fair value of equity awards, such
stock options, in their income statements. No. 123 and IFRS 2, which are crucial in this respect (Enache
& Kim, 2020). This was a radical change from the past, when most companies would relegate stock-
based pay details to the footnotes of their financial reports. As they adjust to new accounting standards,
firms face several challenges, such as when to recognize expenses, how this will affect financial
metrics like earnings per share, and how to determine the fair value of stock options. According to
(Wallington et al., 2021.), stock-based compensation has a substantial impact on corporate governance
and market sentiment since stakeholders are paying greater attention to how companies pay their
employees. This study seeks to delve further into the implications of stock-based compensation
schemes on financial reporting, corporate governance, and stakeholder confidence by examining the
accounting processes that surround these programs. Its goal is to clarify the ever-evolving landscape
of stock-based compensation accounting (Smith, 2020).

3. PURPOSE OF THE RESEARCH

Examining the accounting methods of stock-based compensation schemes in relation to the most

current standards from FASB and IFRS is the purpose of this study. The goal is to delve into the

complexities of these compensation schemes, such as how they handle expenditure recognition and
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fair value evaluation. The study intends to analyze the implications of stock-based compensation on
reporting of finances, corporate governance, and investor perspectives in order to enhance the
transparency and comparability of financial statements. The overarching purpose of the report is to
encourage stakeholders to have faith in company pay plans and to propose improvements to accounting
rules.

4. LITERATURE REVIEW:

Accounting procedures related to stock-based compensation schemes have been subject to intense
scrutiny from both academics and regulators because of the growing importance of these programs in
corporate governance and financial reporting (Regier & Rouen, 2023). As a mechanism for aligning
incentive programs with shareholder interests, stock options need accurate accounting to reflect their
true economic impact. The findings of this study opened the door for further research on financial
statement impacts of fair value assessment and related subjects. The transition from the previous
accounting system to FASB was a watershed moment in the treatment of stock-based compensation.
The new standard mandates that companies include the fair value of stock options in their cost reports,
something that was previously only done in the footnotes. It was later determined that reported costs
went up but profits per share went down when they looked at how the change affected firms' financial
records. This change prompted researchers to delve more into methods of fair value evaluation; several
of them have since called for more robust models that account for market conditions and volatility.
The study also aims to examine the effects of stock-based compensation on corporate governance.
With stock options, CEOs may take needless risks, even when the odds of making a lot of money are
low. To lessen the possibility of unexpected consequences, this finding emphasizes the significance of
carefully preparing and documenting compensation agreements. Additionally, stock-based
compensation has been studied from a global perspective, particularly in relation to IFRS 2.
Researchers demonstrate, by instances of recognition and measurement discrepancies, that US GAAP
and IFRS substantially diverge in how companies report compensation expenses. This disparity can
hurt foreign investors' confidence in students’ financial data if it is not transparent and trustworthy.
Accounting standards have made improvements, but accurately valuing stock-based compensation is
still a challenge. Researchers emphasize the need for more open disclosures and the relevance of
continuously upgrading evaluation tools to enable investors to better understand the situation. Finally,
studies have shown that accounting for stock-based compensation, financial transparency, and
corporate governance are complementary. This field is growing at a rapid pace, thus there is a constant
need for research into the problems and improvements in accounting for these complex compensation
systems.

5. RESEARCH QUESTIONS
o What is the impact of restricted stock unit compensation expenses?

6. RESEARCH METHODOLOGY:
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6.1  Research design:

The quantitative data analysis was performed using SPSS version 25. The direction and magnitude of
the statistical link were assessed using the odds ratio and the 95% confidence interval. Researchers
determined a statistically significant criterion at p < 0.05. A descriptive analysis was used to ascertain
the principal characteristics of the data. Data obtained by surveys, polls, and questionnaires, or by
altering existing statistical data using computational tools, is often evaluated mathematically,
numerically, or statistically using quantitative approaches.

6.2 Sampling:

A straightforward sampling method was used for the investigation. The study used questionnaires to
collect its data. The Rao-soft software calculated a sample size of 1627. A total of 1,800 questionnaires
were disseminated; 1,743 were returned, and 43 were removed owing to incompleteness. A total of
1700 questionnaires were used for the investigation.

6.3  Data and Measurement:

The primary instrument for data collection in the research was a questionnaire survey. Part A of the
survey solicited fundamental demographic information, whilst Part B requested respondents to
evaluate several facets of online and offline channels using a 5-point Likert scale. Secondary data was
collected from several sources, mostly focusing on internet databases.

6.4 Statistical Software: The statistical analysis was conducted using SPSS 25 and MS-Excel.

6.5 Statistical Tools: To grasp the fundamental character of the data, descriptive analysis was used.
The researcher is required to analyze the data using ANOVA.

7. CONCEPTUAL FRAMEWORK
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8. RESULT
. Factor Analysis

One typical use of Factor Analysis (FA) is to verify the existence of latent components in observable
data. When there are not easily observable visual or diagnostic markers, it is common practice to utilize
regression coefficients to produce ratings. In FA, models are essential for success. Finding mistakes,
intrusions, and obvious connections are the aims of modelling. One way to assess datasets produced
by multiple regression studies is with the use of the Kaiser-Meyer-Olkin (KMO) Test. They verify that
the model and sample variables are representative. According to the numbers, there is data duplication.
When the proportions are less, the data is easier to understand. For KMO, the output is a number
between zero and one. If the KMO value is between 0.8 and 1, then the sample size should be enough.
These are the permissible boundaries, according to Kaiser: The following are the acceptance criteria
set by Kaiser:
A pitiful 0.050 to 0.059, below average 0.60 to 0.69
Middle grades often fall within the range of 0.70-0.79.
With a quality point score ranging from 0.80 to 0.89.
They marvel at the range of 0.90 to 1.00.
Tablel: Kaiser-Meyer-Olkin and Bartlett's Test
Testing for KMO and Bartlett's
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Sampling Adequacy Measured by Kaiser-Meyer-Olkin .980

The results of Bartlett's test of sphericity are as follows: approx. chi-square

df=190

sig.=.000

This establishes the validity of assertions made only for the purpose of sampling. To ensure the
relevance of the correlation matrices, researchers used Bartlett's Test of Sphericity. Kaiser-Meyer-
Olkin claims that a sample size of 0.980 is sufficient. According to Bartlett's sphericity test, the p-
value is 0.00. If the correlation matrix does not pass Bartlett's sphericity test, then it is not an identity
matrix.

Table 10: KMO and Bartlett's

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. | 980

Bartlett's Test of Sphericity Approx. Chi-Square 3252.968

df 190

Sig. 1000

The correlation matrices were further validated as statistically significant by Bartlett's Test of
Sphericity. A value of 0.980 is considered acceptable for Kaiser-Meyer-Olkin sampling. By using
Bartlett's sphericity test, the researchers were able to get a p-value of 0.00. A significant result from
Bartlett's sphericity test demonstrated that the correlation matrix is not a correlation matrix.

<> INDEPENDENT VARIABLE

o Accounting System

Businesses keep track of, evaluate, and report on their financial data using accounting systems, which
are organized frameworks. The goal of this set of procedures is to process financial transactions and
provide reliable financial reports. Included in this system are financial statements, diaries, and ledgers,
in addition to software programs that automate data input and analysis. Accounting systems serve
many important purposes, including facilitating effective internal controls, assisting decision-making,
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keeping stakeholders up to date on relevant financial data, and ensuring regulatory compliance. Better
operational efficiency and understandable financial reporting could be the result of a well-planned
accounting system (Mollah et al., 2019).

o> FACTOR

J Restricted Stock Unit

A business might incentivize workers' equity via limited Stock Units (RSUs), a limited kind of stock.
There is a vesting time associated with these equity shares of the corporation. They are not subject to
payment as the employee in issue receives them as an incentive. Nevertheless, until the employee
reaches a certain tenure with their firm, the vesting period prevents them from selling that stock. This
performance-based limitation, wherein the employee may only redeem the shares upon reaching a
certain milestone, can also be imposed by the company. As a kind of long-term employee engagement
remuneration, restricted stock units (RSUs) provide shares via a vesting schedule. Although RSUs do
not have any monetary value, do not have voting rights, and do not pay dividends until they vest, they
do give employees a stake in the company's success (Ko et al., 2022).

<> DEPENDENT VARIABLE

o Stock-Based Remuneration Systems

Employees may earn stock in the firm or the opportunity to buy shares as a component of their pay
under stock-based compensation arrangements. To strike a fair balance between worker and
shareholder interests, these programs incentivize employees monetarily to boost the company's
development and profitability. Option shares, restricted stock units (RSUs), and performance shares
are common types of stock. Employees are more likely to stay with a firm that offers stock-based
remuneration, which gives them a stake in the company's success. The inclusion of these activities'
associated expenses in financial statements is mandated by some accounting laws. Instead of or in
addition to receiving cash from their employers, stock compensation allows them to reward their staff
via the use of stocks, performance shares, or stock options. To motivate, retain, and reward employees,
several companies utilize stock compensation. If a student want to make a well-informed choice about
the advantages student wish to get from employers, student need to learn how stock compensation
works. Various forms of stock compensation are defined, explained, and listed on this page. An
employee who receives stock compensation is also provided with an example (Kim & Jang, 2020).

o Relationship Between Restricted Stock Unit and Stock-Based Remuneration Systems

Employees may get stock-based remuneration in the form of restricted stock units (Huang et al., 2018).
During the vesting period, which might extend for many years, the ability to sell RSUs is limited.
Students may sell or keep RSUs after they are vested, just like any other share of company stock. Stock
options provide students with the "option" to purchase shared of the firm's stock by a certain date at a
predetermined price. Students are free to buy the shares whenever student choose. The stock itself is
granted to students after the vesting period is complete with RSUs, however. Companies may provide
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non-monetary remuneration in the form of equity to their workers, particularly CEOs. Employees get
equity pay in the form of either actual shares in the firm or the option to buy shares. The ability to
participate in the success or failure of the business and have a stake in its future is a major perk of
equity remuneration. The goal of equity pay is to boost morale and retention rates in the workplace.

o Hy;: There is no significant relationship between Restricted Stock Unit and Stock-Based
Remuneration Systems.

o Hj: There is a significant relationship between Restricted Stock Unit and Stock-Based
Remuneration Systems.

Table 2: H1 ANOVA Test

ANOVA
Sum
Sum of Squares df Mean Square F Sig. |
Between Groups 99749 583 666 4987993 | 4079.439 | 000
Within Groups 1087.976 | 1033 5.134
Total 100837.559 | 1699

Impressive findings are generated by the research. With a p-value of.000, which is lower than the.05
alpha level, the significance of the 4079.439 F value is attained. It is decided that the null hypothesis
is rejected and that the hypothesis " H;: There is a significant relationship between Restricted Stock
Unit and Stock-Based Remuneration Systems" is accepted, is accepted and the null hypothesis is
rejected.

9. DISCUSSION

Governance or corporate reporting are significantly affected by the findings of an analysis of stock-
based compensation plan accounting. Earnings per share (EPS) and financial statements are key
performance indicators (KPIs) that are directly affected by the integrity of accounting records and
compensation plan values. Complying with complex valuation methods and ever-changing regulatory
criteria is no picnic. Performance in the workplace may improve if compensation plans were more in
line with shareholder preferences. For stakeholders to make educated choices based on trustworthy

financial data, it is essential to do ongoing research to improve transparency and accounting practices
(Hasan & Habib, 2023).

10. CONCLUSION:

This research highlights the significance of strong accounting standards for stock-based compensation
schemes in fostering accountability and openness in financial reporting. By accurately measuring and
reporting compensation expenditures in accordance with recognized standards such as FASB and

IFRS, organizations have the potential to impact stakeholder perceptions and corporate governance.
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Accounting systems must be continuously improved to address the difficulties of value disclosure and
assessment. Maintaining confidence and encouraging well-informed decision-making are two of the
most important functions of good accounting standards. These days, it's much more the case since
stock-based remuneration brings employees' interests closer to those of shareholders (Adwan et al.,
2020).
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