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Employee Stock Options (ESOs) affect the economics of businesses In two ways:
1. The economic cost of annual option grants Is & compensation expense
2. The value of all outstanding ES0s Is a lfability we deduct from free cash flows avallable to existing shareholders.
Calculating the Annual ESO Costs
a. Annual ES0O expense Is calculated by multiplying the value of each optign granted by the net number of options expected to vest
The net number of options expected to vest eguals the number of options granted mfnus the total number of options expected to be cancelled between the grant and vesting dates
Cumulative ES0 Outstanding At End of Fiscal Year 1,7B4.0 1,532.0 1,664.0 1,708.0 1,604.0 15490 949.0 BG4 .0 750.0 524.0 3640 3300 1870 3.0 22.0
ESO0 Granted During Fiscal Year 278.0 155.0 608.0 448.0 B2.0 2540 20 0.0 3.0 3.0 10.0 1.0 10 0.0 6.0
ESO0 Cancelled During Fiscal Year 52.0 60.0 80.0 70.0 76.0 75.0 50.0 43.0 41.0 95.0 40.0 200 70.0 15.0 13.0
ESO0 Churn Rate 2.9% 3.0% 4 8% 2.0% 4 T 4.8% 8.2% 5.0% 6.6 18.1% 13.59. BBY 200% BO% 14.0%
ESO - Number of Options at End of Vesting Period 2528 138.4 524 .5 3078 70.0 218.9 18 0.0 a5 18 6.5 0.8 05 a.0 3.8
ESO - Value of Each Option Granted During Fiscal Year £5.80 81045 §18.34 514 .55 §15.78 $12.08 §10.13 - 1 R $10.78 §325 S0.B81  51.21 - 53182
Because ESOs are actually warrants, we convert them Into options to calg¢ufate the Annual ESO Expense
Total Adjusted Basic Shares Outstanding 11,5120 11,5880 | 12,0170 | 12,4864 124160 12,2720 11,7493 11,7030 11,1880 10,2660 10,6020 02750 90,0000 B.583.0 B418.0
ESO Warrant Conversion Rate a7.9% a8 8% a5 8o a6.0% 00 4% 08.29%  100.0% 100.0% 100.0%  100.0% 00.0% 4100.0% 100.0% 100.0% 100.0%
@ ES0 Expense (Employee Stock Options) 2145098 $1.42000 (8021379 |85647.17 $1,112.81 8250754 §0.00 £0.00 §0.00 $0.00 $000 $000 S000 S$000 $0.00
ESO Expense as a % of Revenue 10.1% 7.2% 40.1% 22 3% 2.0% B.1% 0.0% 0.0% 0.0% 0.0% 0.0% 00% 00% 06% 0.0%
ESO Expense After Tax §02069  $027.08 [56.019.94 [83,750.13  §740.13 §1,760.18 §0.00 $0.00 §0.00 £0.00 000 S000 %000 $0.00 50.00
ESO After Tax as % of Revenue .45 4.7% 26.2%. 14 8% 26% 5.5% 0.0% 0.0% 0.0% 0.0% 00% 00% 00% 0O0% 00%
ESO Expense Per Share g0.00 g0.00 g0.58 £0.35 £0.07 g0.18 £0.00 £0.00 £0.00 g0.00 $000 '$000 $000 $0.00 $0.00
Diluted GAAP EPS 80.42 £0.71 80.85 50.88 £0.70 £0.02 §0.75 §1.12 g1.20 81.42 8187 8182 8210 $2E0  32.00
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