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There are several ways you can exercise stock 

options using Baird. Learn more about the varying 

methods, when each may be most appropriate, and 

frequently asked questions. 

 

STOCK OPTIONS 

Your company has recognized your contribution to its long-term success by granting you stock options to purchase 

company stock. Baird can help you exercise your stock options in an efficient manner that lets you make the most of 

this valuable opportunity. 

EXERCISING YOUR STOCK OPTIONS 

Baird offers you several different alternatives in exercising your stock options: 

Cashless Stock Option Exercise 

To transact a Cashless Exercise, the stock option exercise and applicable tax withholding costs are covered by selling 

all or a portion of the exercised shares in a market transaction eliminating the need for the optionee to put up cash or 

arrange for loans.  

A Cashless Exercise transaction may be best if the optionee: 

• Feels stock is at an attractive sale price, 

• Is interested in diversifying their portfolio,  

• Is entertaining more attractive investment options, or 

• Needs liquid monies. 

A Cashless Exercise transaction might not be the best option if the optionee: 

• Believes the stock will continue to rise in value, 

• May be restricted from selling, or 

• Believes the exercise and sale of shares may negatively impact the stock price (low trading volume). 

Exercise/Partial Sale 

The Exercise and Partial Sale is a method in which the optionee sells enough shares to cover the full exercise costs and 

any applicable taxes. The optionee then holds the balance of the shares. 

An Exercise and Partial Sale transaction may be best applied if the optionee: 

• Desires to hold as much stock as possible post-exercise and does not have the funds available to fund the full 

exercise costs and applicable taxes. 

• An Exercise and Partial Sale transaction might not be the best option if the optionee: 
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• Does not want to hold the stock as an investment, or 

• Desires to hold all option shares from the grant post-exercise. 

Exercise and Hold 

If you wish to hold all of your shares after exercising your stock options, you can do this either through a cash or margin 

purchase.
1
 

Cash transactions can be accomplished by sending a check to your employer to cover the full exercise price and any 

applicable taxes. Baird will work with the issuer to deliver the exercised shares into your Baird account. 

For those who meet credit requirements for Baird margin accounts, Baird can lend you up to 50% of the market value of 

the stock to be received, calculated on the day you exercise. Once you have established a margin account at Baird, you 

pledge the stock to be received as collateral for the loan created when Baird advances the exercise cost of the option 

plus applicable taxes to your company. As you sell the shares, the proceeds of the sale are used to repay your loan plus 

interest. 

HOW DO I EXERCISE MY STOCK OPTIONS? 

If you do not already have an account at Baird, you will need to open one. Your Financial Advisor can fill out a new 

account form for you, usually over the phone. If you wish to open a margin account, your Financial Advisor can send 

you additional information and the required documentation. 

Regardless of the method of exercise, the following documentation is required: 

• Stock Option Financing Agreement  

In addition to the documentation required by Baird, your company may require additional documentation. You should 

contact your company’s stock option administrator to verify any additional documentation needed. 

FREQUENTLY ASKED QUESTIONS 

What are the fees involved? 

Normal commissions are charged on stock sales. In addition, a transaction financing fee is charged based on funds 

advanced to the company by Baird to pay for the exercise of the stock option and any applicable tax withholding. If 

exercising on margin, contact your Financial Advisor for current interest rates. 

What about tax considerations on the exercise of stock options? 

Non-qualified stock options (NSOs) are generally taxable when exercised, usually at ordinary income rates, regardless 

of whether they are sold immediately or held. Incentive stock options (ISOs) are accorded special tax treatment 

depending on how long after the grant date the option is exercised and how long the stock is held. The Alternative 

Minimum Tax (AMT) consequences of exercising an ISO must also be considered. Please contact your plan 

administrator and tax accountant for additional information. 

What about Rule 144 restricted or control stock sales? 

If you are an officer, director or 10% or greater shareholder of your company and participate in a Securities and 

Exchange Commission registered stock option program, your exercise and sale of shares will be subject to Rule 144 

and you will be required to take additional steps when exercising your stock options. Baird has the knowledge and 

expertise to handle the coordination of a Rule 144 stock sale, including all filing requirements.  
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What if I am a control person of the company? 

Company officers and directors (“affiliates” subject to Section 16 reporting) must not violate the “short swing profit rule.” 

In general, this rule states that any combination of purchase/sale or sale/purchase within six months of each other 

results in a violation of SEC Rule 16(b) and any “profit” realized must be returned to the company. In most cases, 

however, SEC regulations permit a corporate insider to exercise options and sell the stock immediately without penalty, 

as long as the options were held at least six months. 

PUT BAIRD TO WORK FOR YOU 

Your Baird Financial Advisor can give you more detailed information about our Stock Plan Services program and 

discuss different stock option exercise alternatives with you. You’ve worked hard for your stock options – let Baird help 

you take advantage of those rewards.  

 

 

1 
Not all securities are eligible to be margined. Margin accounts are not suitable for all investors. Baird and the applicable stock 

exchange also impose minimum maintenance requirements. If you are interested in establishing a margin account, please talk to your 

Baird Financial Advisor for interest rates, margin account requirements and information about additional risks associated with a margin 

account. 
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