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		This paper analyzes a principal-agent problem with moral hazard where a principal searches for an opportunity of uncertain return, and hires an agent to evaluate available options. The agentâ€™s effort affects the informativeness of a signal about an optionâ€™s return. Based on the information provided by the agent, the principal decides whether to exercise the option at hand. We derive properties of the optimal contract in both static and dynamic versions of the problem. We show that sometimes the agent is rewarded for delivering â€˜bad newsâ€™ about the quality of an option. We characterize distortions (relative to the first best) on the implemented effort level and optimal stopping decision. We show that for some parameter values the principal commits to an ex-post suboptimal stochastic decision to exercise an option. 
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