
(NU) - Q: I’ve been an in-
vestor for too long in a company
that’s underperforming. We need
to be more competitive in hiring
top talent. Is there a way we can
provide tangible options to po-
tential employ-
ees the way
public compa-
nies can?

- Michael Morgan, Orange
Park, Fla.

A: Stock options are an ad-
vantage that public companies
have when it comes to enticing
potential employees. Private
companies may have the ability
to provide options or shares, but
there are still questions of value
and liquidity, if and when the
employee decides to cash in the
options.

Lawyers can draft up a num-
ber of different option plans, from
phantom options to vested op-
tions, through buy/sell agree-
ments. These options can confer
the same rights as those of exist-
ing shareholders and company
owners — or not. It is up to man-
agement to dictate the terms of
the options. But the key to ad-
dressing your hiring issue would
be to create a tangible incentive
that includes performance-based
value and ultimate liquidity.

In general, offering options
provides workers at all levels

with “skin in the game.” To be-
gin with, you need to establish
your company’s quantitative val-
ue — with periodic updates to de-
termine performance gain or loss.

Based on your question, there
seems to be a mechanism already
in place for measuring company
performance. I recommend quar-
terly Chartered Financial Analyst
reviews for providing the most
concrete company research and
valuation. By evaluating data
from a broad range of private and
public companies, CFA reports
offer benchmarks for investors,
employees and stakeholders, and
provide a good idea of how the fi-
nancial community views a com-
pany’s standing in its industry. 

CFA quarterly reports not only
demonstrate to the company own-
ers and employees that they are
working for shareholder value, it
also shows the financial commu-
nity at large that management is
serious about creating value for
all its stakeholders.

Ultimately, this exposure to
the financial community can help
create liquidity opportunities for
shareholders and option holders.
Since nobody wants options that
are not liquid, exposure and cred-
ibility within the financial com-
munity provides a tremendous
advantage for both shareholders
and newly hired option holders.

Stephen Watkins is the chief
executive officer of Entrex. He
can be contacted at swatkins@
entrex.net.
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