ACCT/FINC 447
Fall 2011
Stock Option Calculation (5 points)

Name  _________________________________  Section  ________________
A. Calculate income statement effect:

	10. 
	Common Stock, Stock Option Plans and Stock Compensation Agreements 


  

	
	

	      
	Stock Options/Compensation 


      At December 31, 2006 the Company had 17 stock-based compensation plans. The shares outstanding are for contracts under the Company’s 1995 and 2000 Stock Option Plans, the 2005 Long-Term Incentive Plan, the 2000 Stock Compensation Plan, the 1997 Non-Employee Director’s Plan and the Centocor, Innovasive Devices, ALZA, Inverness and Scios Stock Option Plans. During 2006, no options or restricted stock were granted under any of these plans except the 2005 Long-Term Incentive Plan. 
      The compensation cost recorded under SFAS No. 123(R) that has been charged against income for these plans was $659 million for 2006, $540 million for 2005, and $507 million for 2004. The total income tax benefit recognized in the income statement for share based compensation costs was $228 million for 2006, $189 million for 2005, and $178 million for 2004. Share based compensation costs capitalized as part of inventory were insignificant in all periods. 
Additional information: net income for 2006 was $11,053 million

Stock compensation expense for 2006:

 before tax   ____________________   
after tax  ______________________

Stock compensation expense after tax as a % of net income ____________________

Is this a potential concern?   Yes _______
No __________ 

B. Calculate Stock Dilution Effect:
A summary of option activity under the Plan as of December 31, 2006, January 1, 2006, and January 2, 2005 and changes during the years ending on those dates is presented below: 
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  

	
	
	
	
	Weighted 
	
	Aggregate 

	
	
	Outstanding 
	
	Average 
	
	Intrinsic 

	
	
	Shares 
	
	Exercise Price 
	
	Value 

	
	
	

	
	

	
	


	
	
	

	
	
	(Shares in Thousands) 

	Shares at December 28, 2003 
	  
	  
	213,949 
	  
	  
	$ 
	45.37 
	  
	  
	  
	  
	  

	Options granted 
	  
	  
	47,815 
	  
	  
	  
	53.94 
	  
	  
	  
	  
	  

	Options exercised 
	  
	  
	(24,066 
	) 
	  
	  
	28.50 
	  
	  
	  
	  
	  

	Options canceled/forfeited 
	  
	  
	(8,694 
	) 
	  
	  
	53.77 
	  
	  
	  
	  
	  

	  
	  
	  
	

	  
	  
	  
	

	  
	  
	  
	  
	  

	Shares at January 2, 2005 
	  
	  
	229,004 
	  
	  
	  
	48.62 
	  
	  
	$ 
	3,390,159 
	  

	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	

	  

	Options granted 
	  
	  
	47,556 
	  
	  
	  
	66.16 
	  
	  
	  
	  
	  

	Options exercised 
	  
	  
	(21,733 
	) 
	  
	  
	34.19 
	  
	  
	  
	  
	  

	Options canceled/forfeited 
	  
	  
	(6,285 
	) 
	  
	  
	55.84 
	  
	  
	  
	  
	  

	  
	  
	  
	

	  
	  
	  
	

	  
	  
	  
	  
	  

	Shares at January 1, 2006 
	  
	  
	248,542 
	  
	  
	  
	53.05 
	  
	  
	$ 
	2,030,879 
	  

	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	

	  

	Options granted 
	  
	  
	28,962 
	  
	  
	  
	58.38 
	  
	  
	  
	  
	  

	Options exercised 
	  
	  
	(26,152 
	) 
	  
	  
	42.80 
	  
	  
	  
	  
	  

	Options canceled/forfeited 
	  
	  
	(8,425 
	) 
	  
	  
	59.33 
	  
	  
	  
	  
	  

	  
	  
	  
	

	  
	  
	  
	

	  
	  
	  
	  
	  

	ShShares at December 31, 2006 
	  
	  
	242,927 
	  
	  
	$ 
	54.57 
	  
	  
	$ 
	2,787,725 
	  

	  
	
	
	
	
	
	
	
	
	
	
	
	


Additional information: shares issued 3,119,842; treasury stock  226,612

Stock options outstanding at the end of 2006   __________________

Dilution % (options outstanding/shares outstanding  _______________

Is this a potential concern?  Yes _______   No __________

