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Case in Point 
1990s – During a period of globalization, Company X expanded 

internationally.  Like many companies, it sought to grow amidst a period 
of increasing information technology advances, interest in new 

technologies and diversification of financial products.   

Company X began activities in the United Kingdom (UK) and in the United 
States (US).

Senior executives in the home office of Company X as well as branches in the 
UK and the US were paid a base salary and bonuses based on incentive 

schemes.

The incentives were based on sales (revenue) and net profits made during 
each quarter as well as the share price of Company X’s shares.   
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Case in Point 
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Case in Point 

Later, it is discovered that the board of directors of Company X did not 
supervise these schemes during the time of the company’s expansion and 

growth.
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Case in Point 
1990s – Senior executives and members of their families of Company X

received luxury rental apartments in an expensive apartment building in the 
capital.  The apartments belonged to Company X’s insurance subsidiary.  The 

CEO, the CFO and the CEO of the Company X’s insurance subsidiary 
ordered luxury renovations of their apartments.  These senior executives 

received interest-free loans to undertake these renovations.

2000 – 2002 – As prices on stock markets around the world fell, Company X
reported heavy  losses.  

Company X was forced to sell its US subsidiaries at a loss of $578m. 

The share price of Company X fell by 90 percent. 
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Case in Point 

February 2003 – The chairman of the board of directors of Company X
resigned, one year before the end of his term.  A new chairman of the board 
of directors was appointed; the new chairman was a current member of the 

board of directors.

April 2003 – The board of directors of Company X fired the CEO. 

September 2003 – Company X’s deputy CEO and the head of Company X’s
insurance subsidiary resigned.
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Case in Point 

October 2003 – Company X announced that was considering legal action 
against (unnamed) former senior executives.  The issue to be decided was:  

Who paid for the renovations of the apartments?

Question:  Was the cost of the renovation of the apartments 
significant or “material” in relation to the company’s financial position?



8

Case in Point 

October 2003 – Company X announced that was considering legal action 
against (unnamed) former senior executives.  The issue to be decided was:  

Who paid for the renovations of the apartments?

Question:  Was the cost of the renovation of the apartments 
significant or “material” in relation to the company’s financial position?

Answer:  No.  The cost of the renovation of the apartments was most likely 
not “material.” However, the payment for the renovation of the apartments 

is an issue of corporate governance, namely the relationship(s) among the 
company, the insurance subsidiary and executives of both the company and 

the insurance subsidiary.
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Case in Point 

October 2003 – The press reported that an independent investigation would 
be conducted of: 

the relationship between Company X and its insurance subsidiary; and 

the manner in which Company X did business during the above-mentioned 
boom years. 
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Case in Point 

December 1, 2003 - Company X’s insurance subsidiary announced that it 
would reduce pension payouts to policyholders.

The chairman of the board of directors of Company X, in office only since 
April 2003, resigned.  As noted above, he was a member of the board of 

directors during the time the incentive programs were established.

Company X announced that it would claim damages for mismanagement from 
the former senior executives.
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Case in Point 
December 2, 2003 – Details of the internal investigative report were published 

in the press. 

According to an article in the Financial Times, changes were made to the size 
and scope of the incentive schemes without the approval of the board of 

directors.  

1. The Chief Executive Officer (CEO) removed the limit on one incentive 
program so that it paid out more than 100% above its initial limit; 

whereas the initial limit was approximately EURO 39 million, incentives 
totaling approximately EURO 100 million were paid.  

2.  In another case, the CEO and Chief Financial Officer (CFO) received 
incentives of approximately EURO 5 million above the authorized limit. 

The report especially criticized the former CEO and former CFO. It also 
criticized the former chairman of the board of directors and the former 

CEO of Company X’s insurance subsidiary.  
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Case in Point 

December 2, 2003 – The internal investigative report explained that full 
details of the bonus payments were not found in Company X’s annual 

financial statements.  

Total payments of EURO 154 million were found in the annual financial 
statements, whereas the internal investigative report found payments totaling 

EURO 220 million.

The report concluded:  “a small number of individuals … behaved extremely 
unethically and possibly even criminally.”

The public prosecutor announced the launch of a criminal investigation.
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Case in Point 

EURO 220 million – found in internal investigative report -

EURO 154 million – found in annual reports =

difference / discrepancy of EURO 66 million
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Case in Point 

EURO 220 million – found in internal investigative report -

EURO 154 million – found in annual reports =

difference / discrepancy of EURO 66 million

Questions
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Case in Point 
December 3, 2003 – Company X’s insurance subsidiary announced it would 

discontinue incentive schemes.

December 2003 – A group of pension funds in Company X’s home country 
sent letters to 50 listed companies in the same country, asking that each 

company report its executive compensation policies to shareholders at its 
2004 annual general meeting of shareholders.

Institutional investors and the country’s leading shareholder association 
called for the drafting of a corporate governance code to be implemented by 

the country’s stock exchange.  The code should become part of the listing 
requirements.

An extraordinary session of Parliament was convened to discuss this and 
other scandals in the country.  Parliament established  a commission to 

research the situation in the country.
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Case in Point 

QUESTIONS

Identify the company.

Identify the country.
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Case in Point 
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Case in Point 
Goran Persson, Prime Minister of Sweden:  

It is necessary to introduce laws to supervise executive pay – for 
example, remuneration packages should be approved by 
shareholders at the annual general meeting.

“When the stock market turns up and the big money starts to roll in 
again there are always going to be those who claim that it was due to 
our services that shareholders got these billions and we ought to have 
10 percent of it at least.

That’s why we have to vaccinate ourselves and how that is done is not
just a matter of morals and ethics, but also a question of making 
laws.”

Financial Times
December 6-7, 2003
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Case in Point 

QUESTION

Where does Sweden rank in Transparency International’s corruption 
perceptions index?
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Transparency International 
2007 Corruption Perceptions Index

http://www.transparency.org/policy_research/surveys_indices/cpi/2007

Case in Point 

69 Romania / Ghana

64 Bulgaria / Croatia

61 Poland

51 Latvia / Lithuania

49 Slovak Republic

41 Czech Republic / Italy

39 Hungary / Cyprus

28 Estonia / Portugal

27 Slovenia

143 Gambia / Indonesia / 
Russia / Togo

118 Ukraine

72 Brazil / India / China

179 Myanmar / Somalia

178 Iraq

177 Haiti

…

15 Austria

14 Hong Kong

12 Luxemburg / United Kingdom

11 Australia

9 Canada / Norway

7 The Netherlands / Switzerland

6 Iceland

4 Singapore / Sweden

1 Finland / Denmark / New Zealand
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Transparency International 
2007 Corruption Perceptions Index

http://www.transparency.org/policy_research/surveys_indices/cpi/2007

Case in Point 
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Case in Point 

April 2004 – More damaging revelations about the scale of management 
bonuses at Skandia are revealed : more than EURO 434 million was paid out 

to senior executives.  Most payments were made between 1997-2000 when 
Skandia grew rapidly.    

Skandia attempted to explain the situation by publishing a statement which 
excluded details of its local incentive programs in the US and the UK, its two 
biggest units.  Skandia said it had not initially given details of the UK scheme 

because “this could violate local UK data protection laws.”
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Case in Point 

April 2004 – At Skandia’s annual general meeting of shareholders, 
shareholders vote against discharging the board of directors from liability for 

their actions during the previous financial year.

This allows shareholders the possibility of filing a lawsuit against the board of 
directors in the future.
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Case in Point 
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Case in Point 

February 2005 – The former chairman of the board of directors, who was 
the chairman when huge bonuses were awarded to senior managers, 
agreed to pay back $323,000 to the company.  The limited size of the 

payment angered many small shareholders.
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Case in Point 

INSTRUCTIONS

Please read the excerpt from the comparative study entitled, “Executive Pay: 
Convergence in Law and Practice Across the EU Corporate Governance 

Faultline” by Guido Ferrarini, Niamh Moloney and Cristina Vespro.

The excerpt describes the legal framework for disclosure of executive 
compensation in Sweden. 
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“In Sweden, annual disclosure of senior executives’ remuneration is 
required through listing agreements which incorporate a recommendation 
of the Swedish Industry and Commerce Stock  Exchange Committee 
(Naringslivets Börskomitté – NBK)¹, to this effect.² As the recommendation 
is incorporated as a binding annex to the listing agreements, non-
compliance is sanctionable.  

1Available in English at www.naringslivetsborskomitte.se
2The recommendation is directed to Swedish and foreign companies whose 
shares or depository receipts are listed on a Swedish stock exchange or 
authorized marketplace. Foreign companies listed in Sweden can apply for an 
exemption from these rules.  Exemption is often granted. 

Case in Point 
“Executive Pay: Convergence in Law and Practice Across the EU Corporate 

Governance Faultline” by Guido Ferrarini, Niamh Moloney and 
Cristina Vespro.
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Listed companies’ annual reports must, as a result, provide information 
concerning remuneration and other benefits which ‘senior executives’³
receive from the company.4 

3Senior executives include the chairman of the board , other directors who 
receive remuneration from the company in addition to the customary director’s 
fee and who are not employed by the company, the managing director, the 
group chief executive (if any), and some salaried executives in the company’s 
senior management team.
4If the benefits received by senior executives change significantly during the 
year, this must be made public in the first interim report.

Case in Point 
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The disclosure must include remuneration and benefits provided by all 
group companies, whether Swedish or foreign.  With respect to 
remuneration policy , the company is to specify the criteria adopted for 
senior executives’ remuneration, particularly with respect to fixed and 
variable remuneration and their proportions.  Information must also 
be provided on the pay-setting process.  This should include whether 
or not a remuneration committee has been appointed and, if so, its 
mandate and composition. 

Case in Point 
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More specifically, information is to be provided individually for each 
“top manager”5

5 The NBK recommendation defines “top management” as comprising the 
chairman of the board, board members who receive remuneration in addition to 
director’s fee, the group chief executive, and the managing director.

Case in Point 
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regarding: the total amount of remuneration and other benefits; all 
remuneration items not of minor importance; the fixed and variable 
components of remuneration, including the main criteria applied for 
the calculation of variable remuneration;6 financial instruments, 
options or entitlements received during the year in connection with 
share price based incentive programmes, and their estimated market 
value on the date of allotment and the acquisition price;7 financial 
instruments, other options or entitlements received during previous 
years in connection with share price based incentive programmes; and 
agreements concerning future pensions  and severance payments.”

6In case of variable remuneration(bonuses, earnings-related payments and 
similar remuneration), the total amount is to be stated in the form of the amount 
charged against the company’s profits for the year. The main principles for 
calculating and determining the variable remuneration must also be disclosed. 
7 If there is no established market value for the instrument in question , a 
theoretical value should be calculated, in accordance with generally recognized 
valuation model. Information must be provided on the major assumptions used.

Case in Point 
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QUESTIONS

1. Analyze the situation and state your position regarding the 
disclosure practices of Skandia.

Case in Point 
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QUESTIONS

1. Analyze the situation and state your position regarding the 
disclosure practices of Skandia.

2. Was there a failure to disclose information as required by 
the binding rules of the Stockholm Stock Exchange?

Case in Point 
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QUESTIONS

1. Analyze the situation and state your position regarding the 
disclosure practices of Skandia.

2. Was there a failure to disclose information as required by 
the binding rules of the Stockholm Stock Exchange?

3. If not, why not?

4. If so, who was responsible?

5. Do you see any other legal issues here?

6. Comment on corporate governance at Skandia.

Case in Point 
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Case in Point 

BOARD OF DIRECTORS

SKANDIA
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PROGRAM
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UK
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Case in Point 

Skandia – Annual Report - 2004
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Case in Point 

Skandia – Annual Report - 2004
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Case in Point 

1,  Payments made to employees
within America Skandia under 
the ‘Share Tracker’ and ‘Wealth 
Builder’ Programs.
These payments were accounted for 
in the report published by the Board 
on April 14, 2004.
This report is no longer available on 
the company’s website.

2.  Explanation on ‘Wealth builder’
and ‘ Share tracker’ in memo of 
April 13, 2004;

3.  The 2004 annual report does not 
disclose any information on the 
programs.

Indirectly 
presented in the
annual report of 

Skandia for 
2003 and is 

included in the 
amount

696 million SEK 
referred to in 

the annual
report.

No info on 
‘Wealthbuilder’
program found

No info on 
‘Wealthbuilder

’ program 
found

No direct 
information on 
‘Wealthbuilder

program’
found;

Assurance and 
Financial 

Services (AFS) 
mentioned.

200420032000 - 200219991998

Information on ‘Wealthbuilder’ program disclosed in 
Skandia Annual Reports: 1998 - 2004
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Case in Point 

March 1, 2005 – The Financial Times reports that Skandia announced an 
operating loss in the fourth quarter of 2004.  Although revenues increased, 

Skandia was forced to write down the value of its independent financial 
advisory business in the UK.

According to the article, “Analysts had expected Skandia to break up and 
divest one or more of its businesses, which include life assurance units in the 

UK and Sweden as well as a Swedish banking unit.  

A series of scandals over bonuses and perks has hurt Skandia’s reputation 
and sales in its home market.  But  analysts said that fourth-quarter results 

offered indications that the tide might be turning.”
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Case in Point 
March 18, 2005 – The Financial Times reports:  “Kaupthing, the Icelandic 

bank, yesterday announced it had built a stake in Skandia, increasing 
expectations of an eventual break up of the the Swedish financial services 

group that has struggled to shake off scandals over management perks and 
bonuses.” According to the article, three other Icelandic financial 

institutions, two banks and one investment group, are also interested in 
acquisitions in Sweden.“

July 15, 2005 – The Swedish Corporate Governance Code comes into effect.
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Case in Point 
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Case in Point 

September 2005 – Old Mutual, a South African insurance company, 
announces a bid for Skandia.  The board of directors of Skandia is divided; 

some members are for the takeover, whereas others oppose it.

September 16, 2005 – According to the Financial Times, Skandia announced 
projected profits for 2005, 2006 and 2007.  Some claim that the overly 

optimistic projections were an attempt to force Old Mutual to increase the 
price it offered for Skandia shares.
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Case in Point 
September 24-25, 2005 – The Financial Times reports:  “A split decision by 
the board of Skandia to reject a GBP3.3 billion ($5.9billion) takeover bid 
from Old Mutual of South Africa yesterday plunged the Nordic region’s 

biggest insurance company deeper into uncertainty. 

The board said Skandia, which has been struggling to emerge from
management scandals and costly expansion, had better prospects as a stand-
alone company.  It said Old Mutual’s offer ‘undervalues Skandia’s market 
position and growth opportunities,’ adding it saw limited synergies between 

the operations.

Old Mutual’s bid faces stiff opposition in Sweden, where about 50 percent of 
(Skandia’s) shares are held.  The South African bid for the oldest listed

company on the Stockholm bourse is politically controversial, as many in 
Sweden fear that national interest would suffer if a company of its status 

moved its headquarters abroad.”



44

Case in Point 
October 8-9, 2005 – The Financial Times reports:  “The resignation of 

Skandia’s chairman Bernt Magnusson, one of the minority board members 
backing a GBP3.3 billion ($5.9billion) takeover bid from South Africa’s Old 

Mutual, yesterday thrust the offer for the Nordic region’s biggest insurer 
deeper into jeopardy. 

The chairmanship is being passed to Lennart Jeanson, one of the eight board 
members opposed to a takeover by the London-listed financial services giant.

Skandia shares fell 1.5 percent to SKR39.70, their lowest level since May, 
when bid speculation started propelling the stock.  The price is now well 

below Old Mutual’s cash and equity offer at SKR43.60, indicating that the 
market’s conviction of an eventual deal has declined, although analysts said 

Mr. Magnusson’s resignation was expected and ought not to impact the 
outcome.

Old Mutual’s bid faces stiff opposition in Sweden, where about 50 percent of 
Skandia’s shares are held.“
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Case in Point 

October 11, 2005 – The Financial Times reports that Skandia had updated 
its shareholder structure reporting, noting that 60 percent of shares were 

now held by foreigners.

October 12, 2005 – According to the Financial Times “Skandia’s 
ownership has slipped largely into foreign hands as Swedish shareholders 

– among them some of the key opponents to a deal with Old Mutual –
have divested Skandia shares in the last month.

Old Mutual made its offer to Skandia shareholders public.
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Case in Point 

December 21, 2005 – Old Mutual gained control (62.5 % of votes )over 
Skandia through a hostile bid.  According to the International Herald 

Tribune, ‘Skandia faced internal turmoil before Old Mutual started its bid. 
In January 2004, the company replaced its chief executive amid criticism 
over bonuses paid to executives. This year, it had to reserve 507 million 

kronor in the second quarter for American Skandia, a former business that 
was among companies investigated by the U.S. Securities and Exchange 

Commission over improper trading of mutual fund shares.’
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Case in Point 

QUESTIONS
1. What impact did the scandals have on 

Skandia?
2. Who cares about corporate governance 

of insurance companies?
3. Who cares about executive 

compensation?
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Case in Point 
February 17, 2006 – The trial of former Skandia CEO (Lars-Eric Petersson)

begins. The prosecutor explained that the prosecution consisted of two
cases of "breach of trust against a principal." 

The prosecutor aims to to prove that Mr. Petersson raised the company's
bonus limits for the year 1998/99 without the approval of the board. 

This led to at least 185 million Swedish kronor (Euro 19.7 million) too
much being paid out to those participating in the company's

Wealthbuilder program.

In addition, the prosecutor accuses Mr. Petersson of receiving 37 million
Swedish kronor (Euro 3.9 million) more than the board had approved

for his pension.

The maximum penalty for the crime of "breach of trust against a principal" 
is six years imprisonment.

The case was heard in Stockholm district court.
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Case in Point 

QUESTIONS
1. How would you investigate this case?
2. How would you prosecute this case?

3. What documentation would you seek?
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Case in Point 

May 24, 2006 – Mr. Petersson is convicted of distributing 156 million
Swedish kronor (Euro 16.6 million) in bonuses to managers without

permisison from the board. 

The Stockholm court decision states that he had ignored limits on 
payments to senior staff at Skandia. 

The court acquited Mr. Petersson of adding 37 million Swedish
kronor (Euro 3.9 million) to his retirement plan without

authoriaation.

He receives a two year jail sentence.

BBC NEWS: http://news.bbc.co.uk/go/pr/fr/-/1/hi/business/5014522.stm
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Case in Point 

December 15, 2006 - The court informs Mr. Petersson, that he does
not have to pay damages to his old company. The company had
demanded 300 million Swedish kronor (Euro 32 million) from its

former CEO.
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Case in Point 

June 20, 2007 – Stockhom Svea’s Court Appeal reduces the jail 
term of Ola Ramstedt, the company's former human resources

manager, to 18 months.  The district court had originally
sentenced him to two years imprisonment. 
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Case in Point 

Questions:
What do you think about the decision of the 

court?

What do you think about this case?
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Case in Point 
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Case in Point 
International Herald Tribune

Friday, February 29, 2008

Just shoot all of the accountants?

“Should we blame the accountants?  Surprises multiplied as the subprime 
problem of 2007 grew into the credit crunch of 2008.

It is one thing to have a bank report losses because some of the loans on its 
balance sheet went bad.  That is part of the business of banking.  It is 

something else however, for a bank to report a multi-billion dollar loss 
from taking some risk that had never been mentioned in its financial 

statements.  

Haven’t we seen this movie before, involving a company called Enron?  
Didn’t Congress just pass a law requiring that the problem of the off-the-

balance sheet mysteries be solved?”

Floyd Norris – New York
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Case in Point 
Responsible Investor

Investors should be more involved in company audits, says UK watchdog
Financial Reporting Council consults on corporate reporting and audit

by Daniel Brooksbank
January , 2011

The Financial Reporting Council, the UK financial reporting watchdog, 
wants shareholders to have more say in choosing the firms which audit 
corporate accounts.
The suggestion is among a raft of ideas the FRC is putting forward for 
debate in a bid to improve corporate reporting in the wake of the 
financial crisis. The FRC argues annual reports have become too 
cluttered, reducing their value for investors.
“There should be greater investor involvement in the process by which 
auditors are appointed,” the FRC said. 
We recognise that although shareholders confirm auditor appointments, 
management is perceived to determine the appointment (or 
reappointment) and remuneration of auditors and that, therefore, auditor 
independence is compromised. “


