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		Abstract

		Firms that grant stock options must report risk-free rates for valuation purposes. We find that 12.5% of reported risk-free rates are outside the bounds of the U.S. Treasury yield curve for potentially relevant option maturities. This is inconsistent with FASB (Financial Accounting Standards Board) authoritative guidance. This misreporting is more persistent than would be implied by random mistakes, and it is widespread: only a minority of firms have consistently reported a compliant risk-free rate. Misreporting is partly explained by reporting inertia and by a delayed adjustment of reported risk-free rates. 
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