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Prof. Kallunki’s lectures:

1. Below are six statements. Answer whether they are true or false [correct answer = 2p., wrong
answer = -2p., no answer = 0p. Min: Op., max: 12p.]

a) Schleifer and Vishny (1997) give a well-known definition for accounting conservatism.

b) Berle and Means (1932) defined how corporate structures create a need for corporate
governance.

c) “Comply or Explain” principle means that companies should comply with all the recommendations
of the Corporate Governance Code, but they may depart from an individual recommendation if
they disclosure and explain the deviation.

d) Yermarck (1996) reports that the firm value decreases with the board size.

e) In their article “Tax Noncompliance and Insider Trading”, Kallunki, Mikkonen, Nilsson and
Setterberg (2015) show that insiders sell their stocks to avoid taxes.

f) There are two solutions to the agency problem, i.e. Incentives and Monitoring.

2. Corporate boards can include several sub-committees. What are the most common sub-committees
and their tasks? [6p.]

Prof. Nilsson’s lectures:

3. In one of the case seminars we were discussing executive compensation at Reckitt Benckiser plc.
What are the main advantages (pros) and disadvantages (cons) with its compensation plan? [6p.]



