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Abstract 

The fair-value hierarchy used in financial accounting 

has been criticized because of its complexity being the 

reason for several accounting issues. This study 

examines the underlying factors affecting decision 

makers in the process of fair-value accounting of 

financial instruments within the fair-value hierarchy. 

Research has been conducted through in-depth 

interviews with representatives of five Swedish banks. 

The findings have been analysed with a frame of 
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research. The results of the study show that the extent 

of the affecting factors vary between different banks 

depending on the banks’ individual prerequisites. 

 

 

Institution: Department of Business Studies 

Authors: Sverker Gustafsson and Christoffer Sjödin 

Supervisor: Thomas Carrington 

2012-01-09 

Key words: Fair-value hierarchy, decision-making, heuristics, decision aids, number of judges, 

experience and knowledge 



 

 

 

 

Acknowledgements 

We would like to express our gratitude to the representatives of the five banks for their time and 

effort and for supplying us with valuable information. Also, we thank our supervisor Thomas 

Carrington for helpful advice and our proofreaders for constructive criticism and comments.  

 

Uppsala, January 2012 

 

 

 

Sverker Gustafsson                                                                        Christoffer Sjödin 

 

  

 

 

 

 

 

 

 

 

 



Table of Contents  

1. INTRODUCTION 
1.1 PROBLEM DESCRIPTION ..................................................................................................................... 1 

1.2 AIM OF THE STUDY ................................................................................................................................ 2 

1.3 WHAT PREVIOUS RESEARCH CONCERN – A SUMMARY ......................................................... 3 

2. HOW THE STUDY HAS BEEN CONDUCTED 

2.1 IN-DEPTH INTERVIEWS ....................................................................................................................... 3 

2.2 ANALYTIC METHOD & SAMPLE ........................................................................................................ 4 

2.3 METHOD LIMITATIONS - A CRITICAL REVIEW OF CREDIBILITY ....................................... 5 

3. THE DECISION MAKING IN THE 5 BANKS 

3.1 PRESENTATION OF BANK A ............................................................................................................... 6 

 Characteristics of Bank A and Respondent A ............................................................................ 6 

 Factors affecting the decision making of Bank A ..................................................................... 6 

3.2 PRESENTATION OF BANK B ............................................................................................................... 7 

 Characteristics of Bank B and Respondent B ............................................................................ 7 

 Factors affecting the decision making of Bank B ..................................................................... 7 

3.3 PRESENTATION OF BANK C ............................................................................................................... 8 

Characteristics of Bank C and Respondent C ............................................................................. 8 

Factors affecting the decision making of Bank C ..................................................................... 8 

3.4 PRESENTATION OF BANK D ............................................................................................................... 9 

Characteristics of Bank D and Respondent D ............................................................................ 9 

Factors affecting the decision making of Bank D ..................................................................... 9 

3.5 PRESENTATION OF BANK E ............................................................................................................. 10 

Characteristics of Bank E and Respondent E........................................................................... 10 

Factors affecting the decision making of Bank E ................................................................... 10 

4. FRAME OF REFERENCE 

4.1  How to measure fair-value ............................................................................................................. 11 

 Classes of financial instruments and level of disclosure ..................................................... 11 

4.2 THE ROLE OF PROFESSIONAL JUDGMENT IN FINANCIAL ACCOUNTING ..................... 12 

Heuristics .............................................................................................................................................. 12 

Decision aids ........................................................................................................................................ 13 

Number of judges ............................................................................................................................... 13 

Experience and knowledge ............................................................................................................ 14 

5. ANALYSIS 

5.1 THE FIVE BANKS AND HEURISTICS .............................................................................................. 14 

5.2 THE FIVE BANKS AND DECISION AIDS ........................................................................................ 15 

5.3 THE FIVE BANKS AND NUMBER OF JUDGES ............................................................................. 17 

5.4 THE FIVE BANKS AND EXPERIENCE AND KNOWLEDGE ...................................................... 18 

5.5 THE INTERRELATIONSHIPS BETWEEN THE FOUR AFFECTING FACTORS .................. 19 
 



6. CONCLUSIONS & DIRECTIONS FOR FUTURE RESEARCH 

6.1 WHAT AFFECTS HOW DECISIONS ARE MADE AT BANKS IN THE PROCESS OF 

CLASSIFYING AND ESTIMATING FAIR-VALUES OF FINANCIAL ASSETS?...................... 20 

6.2 WHAT COULD EXPLAIN EVENTUAL DIFFERENCES IN HOW BANKS MAKE 

DECISIONS IN ACCORDANCE WITH THE FAIR-VALUE HIERARCHY? ............................. 21 

6.3 DIRECTIONS FOR FUTURE RESEARCH ........................................................................................ 22 

BIBLIOGRAPHY ................................................................................................................................................ 23 

Appendix A – Research methodology 
Inductive or deductive research? .................................................................................................... 26 

Qualitative or quantitative research? ............................................................................................ 26 

Primary and secondary data ............................................................................................................. 27 

Validity and reliability ......................................................................................................................... 28 

Appendix B – Interview themes ................................................................................................................ 29 

Appendix C – Interview summary ............................................................................................................ 30 

 



BACHELORS THESIS - UPPSALA UNIVERSITY  Gustafsson & Sjödin 2012 

 

1 

 

 

1. Introduct ion 
In this section the problem area addressed in this study is being pictured and further 

described in a detailed manner. In addition, the aim of the study is presented along with two 

research questions. 

1.1    Problem descript ion 

As a consequence of the subprime crisis in 2008, financial markets worldwide suffered 

significant decline in market values, resulting in a severe credit crunch for individuals, entities 

and banks (Longstaff, 2010). The role played by financial accounting in this context has been 

meticulously discussed among researchers and the debate stems from the concept of fair value 

accounting (Laux & Leuz, 2009). Fair value accounting emphasizes market values of assets and 

liabilities and purports to create financial information that is relevant in order to serve investors in 

making accurate investment decisions (Whittington, 2008). The International Financial Reporting 

Standards (hereafter IFRS) stipulate that fair values of financial assets shall be measured at three 

different levels depending on the availability of markets prices. First, Level 1 fair values shall be 

measured using “quoted prices (unadjusted) in active market for identical assets or liabilities” 

(IFRS 7 § 27, 2011). Second, Level 2 fair values shall be measured using “inputs other than 

quoted prices included within Level 1 that are observable for the asset or liability, either directly 

(i.e. as prices) or indirectly (i.e. derived from prices)” (Ibid.). Third, Level 3 fair values shall be 

measured using “input for the asset or liability that is not based on observable market data 

(unobservable inputs)” (Ibid.). These three levels are called the fair-value hierarchy and it has 

been subject to criticism. According to Maines and Wahlen (2006) deficiencies in reliability can 

occur within the fair-value hierarchy if manager’s incentives interact with the latitude presented 

by the accounting standards and also, since the financial statements are prepared by human 

beings, both systematic and individual errors could occur. Furthermore, Penman (2007) points 

out that making accurate decisions when estimating fair values of financial assets can be difficult 

for preparers, for instance when and where to distinguish between Level 2 and Level 3 fair 

values. Also investors perceive that the different levels of the fair-value hierarchy represent 

different levels of relevant values in descending order from Level 1 to Level 3 (Kolev, 2009).                                                                   

http://www.sciencedirect.com/science/article/pii/S0304405X10000127
http://www.sciencedirect.com/science?_ob=MiamiImageURL&_cid=271665&_user=651519&_pii=S0361368209000439&_check=y&_origin=&_coverDate=31-Oct-2009&view=c&wchp=dGLbVlS-zSkzS&md5=883796f8f48a5b5b3db904d65a7a4a91/1-s2.0-S0361368209000439-main.pdf
http://onlinelibrary.wiley.com/doi/10.1111/j.1467-6281.2008.00255.x/pdf
http://www.ifrs-ebooks.com/IFRS_texts/IFRS_7.pdf
http://web.ebscohost.com/ehost/pdfviewer/pdfviewer?sid=63fdb763-7ded-4e62-8dd2-5660e091999c%40sessionmgr10&vid=2&hid=8
http://web.ebscohost.com/ehost/pdfviewer/pdfviewer?sid=63fdb763-7ded-4e62-8dd2-5660e091999c%40sessionmgr10&vid=2&hid=8
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Thus far it has been exemplified that fair value accounting standards are not flawless. 

Nevertheless, the accounting issues that arise from the fair-value hierarchy is not necessarily the 

result of the financial reporting standards per se, but could also be the result of being more or less 

deliberately misused in practice (Gwilliam, 2008, Benston, 2008). For example, following the 

unravelling of an overvalued trading portfolio of more than SEK 600 million the Swedish 

Financial Supervisory Authority revoked the license of banking operations from the Swedish 

bank HQ Bank. HQ Bank allegedly did not use market values sufficiently when valuing their 

financial assets in accordance with how the financial accounting standards stipulate them to be 

valued (Finansinspektionen [FI], 2010).  

Conclusively, Landsman (2006) argues that standard setters must investigate the underlying 

reasons for measurement error that have caused both debate and economic failure and further 

research focusing on preparers’ role in this area has been encouraged (Maines & Wahlen, 2006). 

Banks’ large holdings of financial assets and the consequences that can result from decisions 

made regarding valuation and classification makes inquiring about their decision making 

relevant.  

1.2    Aim of the study  

When decision makers at banks are to value financial assets according to the fair-value 

hierarchy they must continuously make judgments and decisions of which level assets shall be 

measured at. This study aims to increase the understanding of what affects the decisions made 

and what could explain eventual differences in how different banks handle the latitude presented 

in the accounting standards. The aim has in this paper been crystallized into two research 

questions. 

 

- What affects how decisions are made at banks in the process of classifying and estimating 

fair values of financial assets? 

- What could explain possible differences in how banks make decisions in accordance with 

the fair-value hierarchy? 

http://www.fi.se/upload/45_Sanktioner/10_Finansiella_foretag/2010/beslut_hq_10-7854.pdf
http://www.bis.org/events/armpr05/landsman.pdf
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1.3    What  prev ious research concern – a summary  

Prior research has focused on the relevance of fair value accounting for investors and 

creditors. Some researchers argue that the relevance of fair values could be verified by addressing 

whether booked values of assets match the actual market values in terms of share prices. Further 

research within this area shows that the relevance of firms’ booked values is dependent on factors 

that affect it, for example the level of corporate governance within the firm (Song & Thomas, 

2010), the competence of the auditor (Goh, Ng & Yong, 2009) or the characteristics of the asset 

itself (Barth, Beaver & Landsman, 1996). This kind of prior research has been conducted mainly 

with a quantitative research approach not taking qualitative characteristics into account. In 

accordance with Maines and Whalen’s (2006) suggestion to examine the issues of fair value 

accounting from a different point of view this study can be used as a complement to the relevance 

research since a qualitative approach has been used.  

2. How  the study  has been conducted 
In this section a description of the research method used is presented. More information 

about research methodology can be found in Appendix A. 

 

2.1   In-depth interv iew s 

To gather information about the affecting factors on banks decision making regarding 

valuation of financial assets, representatives at five different banks were interviewed. The 

interview type used was semi-structured using predetermined discussion themes based on the aim 

of the study. Around these themes the dialogue was concentrated. This type of interview is 

motivated by its ability to provide a more everyday picture of the respondents work (Kvale & 

Brinkmann, 2009). The respondents’ answers were not pre coded and the themes were flexible 

pending the flow of conversation. This implies that the gist of the conversation as a whole, and 

not specific answers per se, was seen as the empirical finding of the interview.     

 Four of the five interviews were held face to face and took about 45-60 minutes to conduct. 

The fifth interview was held via telephone due to the accessibility of the respondent. The 
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empirical results is thus based on newly gathered information, so called primary data (Saunders, 

Lewis & Thornhill, 2007). One should bear in mind though, that face to face interviews were 

preferred because of the possibility of establishing a personal contact with the respondent giving 

the chance of noticing non-verbal behaviour (Bell, 2007). On the other hand, telephone 

interviews are associated with advantages of access and speed (Saunders et al., 2007) which 

made it possible to reach a greater number of respondents. Retrospectively, complementing 

questions were in some cases asked via telephone or e-mail. 

2.2   Analy t ic method & sample 

This study is predominantly of inductive character but not entirely, meaning that data was 

collected for interpretive reasons but not in the total absence of a predetermined theoretical 

background. In this study the theoretical framework was constructed after the conducted 

interviews were held but some knowledge of the prior research had been acquired in advance 

with the purpose to be able to set the themes of the interviews (Saunders et al., 2007). The reason 

for the use of this type of methodology is that prior research on decision making in financial 

accounting is limited and no comprehensive theoretical framework was found at the time that 

could be used in accordance with the purpose of the study.  

The empirical results collected from the interviews were categorized into four different themes 

(See chapter 3 below). These four themes cover the aggregated findings of the study conducted 

and the themes of the interviews. This method simplified the data analysing since the 

categorization makes it easier to manage and comprehend the empirical results (Esaiasson, 

Gilljam & Oscarsson, 2007). When all the information had been divided and assigned to 

appropriate categories the search for relationships and patterns to further develop the initial 

groupings began. The aggregated findings were then used to develop conclusions about the 

research topic. 

The selection of specific banks for interviews was not randomized, rather all known banks in 

Sweden received an invitation to participate and the banks presented in this paper are those who 

chose to comply.  The Swedish banks were chosen because of the possibility of in person 

meetings. The interviews were directed at employees in the bank who participate in decision 
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making concerning valuation and classification of financial assets according to the IFRS. The 

interviewees held titles such as Chief Financial Officer (hereafter CFO), internal auditor, 

accounting expert et cetera. 

2.3   Method limitat ions - a critical review of credibility  

There are complications with the method´s reliability and validity that must be taken into 

consideration when reading this paper. The data collecting technique which consists of semi-

structured interviews cannot be replicated to a full extent as the interview questions and answers 

are not pre coded (Kvale & Brinkman, 2009). This could limit the possibility to verify the results 

with identical studies. Participant error or bias could also be a problem with conducting 

qualitative interviews. External factors not taken into account can affect the information given by 

the participant, for example strict instructions from supervisors, personal problems or time left of 

employment (Ibid.). In order to mitigate such errors the respondents were given the opportunity 

of anonymousness which all the respondents used, making them feel at ease with openly 

discussing the interview themes. Additionally, due to agreements of confidentiality the interviews 

were not recorded which could possibly undermine the credibility of the results (Dalen, 2007). 

Contrary to this reasoning is the fact that without the agreements of confidentiality valuable 

information would have been lost due to respondent discretion.     

Since the study is geographically limited to Sweden conclusions about banks in other countries 

cannot be drawn. Contacting international banks would have meant a larger sample and more 

generalised conclusions but the advantages of in person meetings could under the circumstances 

of this study not have been utilized. 
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3. The decision making in the 5 banks 
This section of the paper presents the empirical findings of the interviews with the five 

banks. The five banks and the representatives interviewed have arbitrarily been assigned 

the names Bank A to E below. A summary of the empirical findings can be found in 

Appendix C. 

 

3.1   Presentat ion of Bank A 

Characterist ics of Bank A and Respondent  A 

Bank A is a large Swedish bank with around 15,000 employees operating in several European 

countries. Respondent A is the head of valuation and control with seven years of experience in 

his/her area of expertise. The major responsibilities of the respondent include supervising 

decision making regarding valuation of financial assets and solving issues concerning them.  

Factors affect ing the decision making of Bank A 

The work with classification and valuation of financial assets according to the fair-value 

hierarchy within Bank A incorporates a range of different factors. First of all, the decision 

making process is very extensive, including not only Respondent A but a total of about twenty 

individuals  working at different divisions in the bank. This is the result of having the decision 

making process organized as a chain of events starting at the front office and ending in the 

accounting division. Respondent A’s division, which consists mainly of financial reporting 

experts, develops instructions of how to interpret financial reporting standards. These are then 

used by the division making the valuations and classifications of financial assets in practice. 

Moreover, Respondent A explains that they seldom consult external expertise since their in-house 

competence regarding problem solving and valuation of financial assets is of great benefit and 

sufficient. On the other hand, Bank A regularly visits IASB conferences and Bank A 

continuously meets colleagues from other banks discussing how to solve accounting issues 

arising and that they together reach a consensus of how to interpret accounting standards.  
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Respondent A also quickly mentions that they are less keen on placing financial assets in level 

3 of the fair-value hierarchy since the disclosure requirements are very extensive. Respondent A 

explains that they try as much as possible to avoid the lower levels of the fair-value hierarchy.    

3.2   Presentat ion of Bank B 

 Characterist ics of Bank B and Respondent  B 

Bank B is a large Swedish bank with over 10,000 employees. They operate in over twenty 

countries with their main markets in northern Europe. Respondent B is one of two accounting 

standards specialist having ten years of experience. His/her work consists of giving advice, 

viewpoints and interpretations of the accounting standards and he also offers guidance when 

decisions about of financial assets are to be made.  

Factors affect ing the decision making of Bank B 

Working with the financial assets at Bank B involves several people with different skills and 

tasks. There are two accounting standards specialists employed at the bank whose job 

assignments are foremost focused on standard interpretations and problem solving. Also, there is 

the accounting division, risk assessment group and the capital market division. Representatives 

from each group form a valuation committee that meet four times a year discussing valuation 

principles and topics related to their trading portfolio. Members of the committee also visit IASB 

conferences each year discussing how to interpret new standards and the bank also subscribes to 

accounting standards updates issued by the IASB. Other banks and auditors are sometimes 

consulted when interpreting new accounting standards and regulations concerning the financial 

assets. Because the bank seldom receives new financial instruments, the majority of the work 

consists of repetitive valuations and classifications resulting in routine based work. There is also 

a standardized system for valuating certain types of assets that is done automatically. If the 

routines and systematic solutions are not enough to solve the situation the question is ported to 

the specialists and valuation committee. The bank is confident in that it can solve most problems 

that arise on their own with the in-house competence and does not need the help of external 

experts on a regular basis.  
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3.3     Presentat ion of Bank C 

Characterist ics of Bank C and Respondent  C 

Bank C is a minor Swedish bank with about 1000 employees serving their Scandinavian 

market solely online. Respondent C is the accounting specialist at the technical accounting 

division of Bank C with thirteen years of experience. His/her work consists of aiding the 

accounting department when questions about new standards and regulations occur but also to be 

of assistance in projects and discussions regarding financial reporting. She also keeps the 

company updated on current rules and regulations about accounting standards and makes sure the 

bank stays updated on upcoming changes. 

Factors affect ing the decision making of Bank C 

There is no rule of thumb in the process of estimating and classifying financial assets within 

Bank C. Nevertheless, if issues occur the size of the issue is determined and then the appropriate 

resolution is discussed. With a starting point in what the rules stipulate the technical accounting 

department holds meetings and consults the treasury division if needed. A proposition is worked 

out and then presented to the CFO for the final decision. The bank does not consult external 

experts on a regular basis, but occasionally ask the auditor for his/her opinion on the issue at 

hand. The technical accounting division meets once a month discussing new standards and 

eventual issues with current ones. These meetings are not documented for further reference 

although bigger meetings are held quarterly including other divisions and representatives from 

other companies in their own corporate group where protocol is taken and kept for future 

reference. 

What is central in this type of work relates to the severity or impact an eventual mishap could 

lead to. Volatility and risk estimations are the cornerstones of the valuation process in Bank C. 

The bank also utilizes computer systems and expert judgment when working with the financial 

instruments. Risk minimizing is the core concept around which the bank’s operations are built. 

Hence the value of the asset in question also becomes a central component in the work 

conducted.  
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3.4     Presentat ion of Bank D 

Characterist ics of Bank D and Respondent  D 

Bank D is a small Swedish bank with approximately 300 employees but is part of corporate 

group operating in all the Scandinavian countries. Respondent D is the Financial Manager at the 

bank with the outmost responsible for the accounting decisions made. The respondent has six 

individuals working under him/her and around ten years experience in his/her field.  

Factors affect ing the decision making of Bank D 

The treasury department handles the bank´s portfolio of financial assets. There is an automated 

system that collects data from markets where the assets are traded which assists in the valuation 

process. Respondent D points out that the bank has very few financial instruments lacking market 

data which makes it easy to distinguish between the levels in the fair-value hierarchy. The 

treasury department and the individuals working under the Financial Manager are in the process 

of forming routines regarding how to interpret current standards regarding financial assets. These 

routines are going to be of assistance in the future when making decisions regarding financial 

assets. The lack of routines does not imply that Bank D have limited guidelines, Respondent D 

stress that they are working according to strict polices and rules supplied by The Swedish 

Financial Supervisory Authority.  

The internal auditing at Bank D is managed by an auditing firm that offer expertise in various 

questions. All the work done by the internal audit department is documented for future reference. 

The treasury department and the Financial Manager keep an open dialog with the auditors of the 

bank when working with the valuation of financial assets. There are no committees or internal 

board that handles specific questions regarding the classification and valuation of financial assets. 

Respondent D comments that real issues seldom occur since most of the assets are of similar 

nature and that the valuation mostly is based on routine. Respondent D also explains that their 

business plan do not include dealing with financial instruments valued in the third level of the 

fair-value hierarchy because of the extensive disclosure requirements, the extra work needed and 

increased auditor scrutiny. When real problems do occur the bank lack dedicated competence in 

this area and external experts are consulted to work out a solution. The Financial Manager 
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conducts the follow ups on the decisions made concerning the financial assets. This is done by 

analysing the booked values and income statement in comparison with the market. Samples are 

not taken during this follow up but rather a plausibility analysis is conducted to determine if the 

correct decision has been made. In this analysis experience and market reactions are heavily 

relied on.  

3.5    Presentat ion of Bank E 

Characterist ics of Bank E and Respondent  E 

Bank E is a minor Swedish bank with about 100 employees serving customers on their local 

market. Respondent E is the CFO at the bank and is active in all decisions made relating to the 

bank´s assets and liabilities. The respondent has had this position at the bank for two years.  

Factors affect ing the decision making of Bank E 

There are no clear routines at the bank when working with the classification and valuation of 

financial assets, the CFO, representatives from internal auditing and individuals from the finance 

department work actively to interpret the standards in an as strict as possible way. The bank 

outsources its internal auditing to one of the “Big four” accounting firms. The bank has what is 

called a Financial Council where CFO, Chief Executive Officer and the Chief for private banking 

discuss the banks portfolio of financial assets and how they are valued and classified. There is no 

specific documentation of how the decision process is conducted and very few steps of this 

process are recorded for future reference. The documentation available for the decision makers 

consist of the protocols kept at the Financial Council meetings and the notes taken by the firm 

working with internal auditing. The CFO works continuously with the valuation process and 

outsourced experts are consulted who monitor the process. When problems occur in this process 

individuals from other divisions with relevant competence are brought in for their opinion. 

Common sense and the ability to deduce outcomes are important attributes when valuing assets, 

according to Bank E. Plausibility analysis and the decision maker’s competence are in this sense 

highly valued attributes and of paramount importance when working with the classification and 

valuation of financial assets, another factor that is the basis for their decisions are comparisons 
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with how other banks handle their financial assets. When evaluating the decisions made Bank E 

trust their own judgment and the feedback given by the bank´s auditor.  

4. Frame of reference 
In this part of the paper the financial reporting standards concerning the fair-value 

hierarchy are briefly explained. Thereafter, previous research regarding the four main 

factors found affecting the decision making in the five banks is presented. 

 

4.1    How  to measure fair-value   

Fair-value is defined by the International Accounting Standards Board (IASB) as “The price 

that would be received to sell an asset or paid to transfer a liability in an orderly transaction 

between market participants at the measurement date” (IFRS 13: Appendix A). How to measure, 

classify and what information that is to be disclosed regarding financial assets valued at fair value 

is presented in the standards IAS 39 and IFRS 7.  

According to the IFRS the best estimates of fair-values are quoted prices in active markets 

(IFRS 9 § 5.4.2). If an active market for a financial instrument is absent or prices unavailable, an 

entity shall establish fair-value by using a valuation technique (Ibid.). The valuation technique is 

used to simulate what the transaction price would have been “…on the measurement date in an 

arm´s length exchange motivated by normal business considerations” (Ibid.).  

Classes of financial inst ruments and level of disclosure 

IFRS requires that all financial assets and liabilities held by an entity are disclosed and 

grouped into classes that represent their underlying structure (IFRS 7 § 6). Information 

concerning the characteristics of the assets has to be disclosed and the information shall be 

sufficient enough to allow understanding of the items presented in the balance sheet (Ibid). 

Furthermore, the standards require the entity to disclose information about any assumptions, 

valuation methods, estimations and characteristics about models used when determining the 

assets’ and liabilities’ fair-value in each class of the fair-value hierarchy (IFRS 7 § 27). These 

disclosures get more extensive the further down the hierarchy the entity chooses to categorize its 
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assets and liabilities (Ibid). Changes in any of the above mentioned criteria has to be motivated 

and disclosed, this included moving assets or liabilities between classes or altering the method of 

valuation (Ibid). 

4.2    The role of professional judgment  in financial account ing 

When accountants are to prepare financial statements several professional judgments must be 

made. Even though the reporting standards quite precisely tell how to value assets and liabilities, 

latitude exists that makes it possible and even necessary for accountants to choose between 

different methods of valuation (Fornaro & Barbera, 2007). In these cases one must rely on the 

objectiveness and integrity of accountants making sure that the numbers are as correct as possible 

(Deegan & Unerman, 2006). Originating from the cognitive psychology research has been 

conducted that tries to describe individual decision making behaviour (Libby, 1977). Prior 

research also supports theories that different factors affect the way accountants make decisions 

regarding accounting issues. The prior research regarding the affecting factors found in this 

empirical study are in this paper divided into four different categories and presented below.   

 

Heurist ics 

A decision is not always of the character of being the one and only of its kind. Rather, 

decisions could be of similar nature and made regularly by the individual making them. Since 

human beings have a tendency of repeating behaviour they see as right or correct, decisions of the 

same character also have a tendency of being repeated. This is done without the decision maker 

neither revising eventual new preferences nor the possible outcome of the decision (March, 

1994). Tversky and Kahneman (1974) argues that if a certain situation has resemblance with 

previous experienced situations it is probable that the decision made in the former situations will 

be similar to the one of the latter. The word heuristics refers in this sense to the assumption that 

one would (naively) believe that a decision and the outcome of that decision is the same in every 

similar situation of decision making. In terms of accounting this could mean that a decision 

regarding fair-value estimates might be based on routine rather than on proper assessment.  

http://link.libris.kb.se/sfxuub?sid=google&auinit=R&aulast=Swieringa&atitle=Experiments+in+the+heuristics+of+human+information+processing&title=Journal+of+accounting+research&volume=14&date=1976&spage=159&issn=0021-8456
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Decision aids 

Decision aids have similarities with heuristics but are of a more tangible character. For 

supportive reasons decision makers use different tools when making decisions, for example 

professional standards, documentation procedures and guides for collecting and evaluating 

information (Libby & Luft, 1993). These tools have in the judgment and decision making 

research been named decision aids (Ashton & Ashton, 1995). Decision aids have been 

commended foremost because of their ability of eliminating human errors caused by 

inconsistency such as random fluctuations in judgment or fatigue (Dawes, Faust & Meehl, 1989).  

Additionally, decision aids have been shown to improve the expertise of the decision maker if the 

aid improves decision making methodology and memory (Libby & Luft, 1993).  

On the other hand decision aids can also harm decision usefulness if too much emphasis is put 

on the aid itself. For instance, decision makers could believe that decision aids provide adequate 

information resulting in decision makers gathering information and knowledge insufficiently 

(Glover, Prawitt & Spilker, 1997). 

Number of judges 

Using different opinions and advice from several judges is said to help improve decision 

accuracy (Ashton, 1985). The aggregated knowledge and input gained from more than one judge 

has been demonstrated to reduce the risk of errors in decision making (Ashton & Ashton, 1985). 

Notwithstanding the notion that consensus among judges leads to accurate decision making is the 

reasoning of Maines and Wahlen (2006) who emphasizes that perfect accuracy is possible only if 

the individual assessments per se are free from bias. In other words, a prerequisite for obtaining 

an advantage when using several judges is having in mind that several judges could share beliefs, 

competence and/or ambitions that do not contribute to more accurate decisions. Falsely thinking 

that combined judgment always lead to better decision could therefore harm the decision 

accuracy (Davis, Kennedy & Maines, 2000).   

http://apsychoserver.psych.arizona.edu/JJBAReprints/PSYC621/Dawes_Faust_Meehl_Clinical_vs_actuarial_assessments_1989.pdf
http://www.sciencedirect.com/science?_ob=MiamiImageURL&_cid=272419&_user=651519&_pii=S0749597897927357&_check=y&_origin=gateway&_coverDate=30-Nov-1997&view=c&wchp=dGLzVlS-zSkWz&md5=df262ad6d370b3e59365b112104959d6/1-s2.0-S0749597897927357-main.pdf
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Experience and know ledge 

In addition to the factors presented above the amount of knowledge and expertise involved in 

decision making has been examined in prior research. As decision makers gain more experience 

their knowledge about potential sources of errors also increases, which improves the decision 

accuracy (Libby & Fredrick, 1990). This has been verified by research conducted by Tubbs 

(1992) who suggests that more experienced decision makers not only detects errors more 

frequently, but are also able to deduct the source of the error. When several decision makers 

cooperate their aggregated experience has shown to be rewarding for the group results 

(Littlepage, Robison & Reddington, 1997). To maximize group performance the group has to be 

composed of individuals of complementary skills and have worked together for a long period of 

time to establish a relationship where knowledge is integrated and overlap individual barriers 

(Grant, 1996). Learning is said to be individualistic so for the organization to increase its overall 

competence it can do so either by learning from its existing employees, or hiring individuals 

possessing knowledge the organization lack (Simon, 1991). 

 

5. Analysis 
In this section the four affecting factors presented in the frame of reference are applied to 

the empirical findings of the interviews. Also, a discussion about the interrelationship 

between the affecting factors is presented. 

 

5.1    The five banks and heurist ics 

The decision making of all the five banks is affected by factors relating directly to heuristics. 

Respondent A describes their entire valuation process as an assembly line with different divisions 

involved and emphasizes that a lot of effort has been put into the formation of a strictly routine 

based valuation process. Respondent B explains that a lot of the valuation is based on routine and 

this could be explained by the fact that Bank B seldom receives new financial assets that would 

be treated differently than before.  This is a phenomenon that all the banks experience and the 

basis for a routine mannered thinking in the decision making regarding the majority of assets 
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entering the bank´s balance sheet. Banks C and E lack a predetermined routine for ordinary 

situations but their response to specific problematic situations follows a routine-like schematic. 

Respondent C and E described a plan of action that can be linked to heuristics if uncertainty 

occurs too often. All the banks have an internal order which decisions follow before they are 

taken. Problems can occur when the different segments of the chain become more of an approval 

function than a problem solving unit. The idea is that a proposal shall be scrutinized on every 

level before the final realization. In a work environment where new types of assets are a rarity the 

risk of relying on heuristics in the decision process can increase to a point where a decision is 

proposed and then approved on routine. However, not having a routine based plan of action or 

daily work style can increase the amount of work needed every time a decision is to be made.  

5.2    The five banks and decision aids 

According to the respondents A and B decision aids are represented in their banks by manuals 

and instructions produced by the accounting specialists of Banks A and B. These manuals and 

instructions include interpretations of current accounting standards and instructions of how to 

account for financial instruments in accordance with the interpretations. Compared to the use of 

heuristics as mentioned earlier this could eliminate any ambiguity or inconsistency inside Bank A 

and B when working with financial instruments.  

Interpretation of accounting standards is done on a daily basis by decision makers in banks C, 

D and E. Since no actual decision aid is used in the interpretation of accounting standards 

inconsistency in decisions of identical nature could be a risk (Dawes et al., 1989). However 

keeping the manuals and instructions updated as the standards and regulations change requires a 

lot of work, which is why Bank A and B have full time accounting specialists on their staff. Bank 

D is currently working on a written routine for interpreting specific accounting standards, which 

suggests an awareness of the usefulness of decision aids. On the other hand, the fact that no 

specialist competence or individual responsibility is appointed for keeping the manuals à jour 

with changes or updates to the standard could be problematical for Bank D. The incentive for the 

routine is to eliminate a lot of the continuous interpretation effort, but implementing this change 

without the precautions taken by Bank A and B can hurt decision accuracy in the long run. 

http://apsychoserver.psych.arizona.edu/JJBAReprints/PSYC621/Dawes_Faust_Meehl_Clinical_vs_actuarial_assessments_1989.pdf
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When dealing with assets in the higher levels of the fair-value hierarchy all the banks use 

computer systems or external data bases to gather market data. This aid makes classifying and 

valuating level 1 and 2 assets fairly straight forward and does not require a lot of human 

involvement. Level 3 assets on the other hand are more problematic since many aspects of the 

asset must be taken into account and the valuation process differs greatly (Penman, 2007). Bank 

A keep extensive documentation on all decisions regarding these type of assets and prints the 

motivation for how the classification has been made and take specific notes on assets that are in 

the grey zone between level 2 and 3. This type of work was not observed in any of the other 

banks. Bank B, D and E do keep protocols from meetings and discussions regarding these types 

of assets for future reference and this type of work may help the bank in its own decision process 

but function less as a basis for the disclosure requirements presented in IFRS 7. Respondent C 

was the only interviewee not mentioning any type of documentation used (other than the 

standards themselves) regarding decisions of financial assets. This can further increase the risk of 

inconsistency when dealing with similar or identical issues but it also limits the risk of being too 

reliant on prior knowledge and decision aids.  Special committees that discuss financial assets, 

the banks’ portfolio and accounting standards could be found in Bank A, B and E. These 

dedicated forums function as a tool where difficult decisions can be dissected, discussed and   

rationalized. Bank C does not have a specific committee but do conduct meeting specifically for 

accounting standards and their interpretation and eventual issues that may arise. Bank C is not as 

integrated as bank A, B and E when it comes to the work with financial assets. The treasury 

department conducts most valuations and classifications while the other divisions focus on other 

aspect of the decision process. Naturally, meetings including representatives from different 

divisions are held but a dedicated council or committee is nonexistent. Respondent D did not give 

any insight on a specific construct similar to a committee, council or dedicated regular meeting 

within the bank that could be labeled as a decision aid to the classification or valuation of 

financial assets in the fair-value hierarchy.  
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5.3    The five banks and number of judges 

Decisions regarding the fair-value hierarchy are rarely done by a single person. All the banks 

incorporate several individuals in this process. The extent and number vary greatly and the type 

of competence these individuals have. Bank E had the least amount of people involved in the 

valuation and classification process and Respondent E expresses it:  

“I continuously work with the valuation and classification of financial 

assets and the outsourced internal auditing firm observes the process and 

is consulted when problems arise.” 

Respondent E is very independent when taking these decisions but the process is supervised by 

an external source and the decisions made and upcoming issues are discussed in the bank´s 

financial council. The council consisting of Respondent E (CFO), CEO and the Chief of Private 

Banking is thus involved on a passive level rather than actively in the daily decision making. This 

differs greatly from Bank A and B which not only have greater numbers but also a different 

spread of competence in their committees and the individuals working with the assets on a 

regular basis. Respondent A made it clear when he/she stated:  

“The work with financial assets stretches from front office all the way 

back to accounting, involving the risk department, accounting specialists, 

CFO and the valuation and control group. The valuation group is 

responsible for the fair-values that are used for financial reporting” 

Rather than individuals, groups and divisions make up the components of the decisions process. 

Decisions are based on the combined input produced after the interaction of a number of judges.  

Bank C and D do not have an extensive decision maker pool or the same competence spread as 

bank A and B but they involve at least two divisions on a regular basis in these types of 

decisions. The treasury and accounting departments work closely together with the valuation and 

classification, though as mentioned earlier none of bank C or D has a dedicated financial council 

or committee. Instead bank D make use of external expertise in many questions that are outside 

the bank’s field of expertise. Both the firm hired to conduct the internal auditing and other 
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specialists are brought in to handle decisions in the fair-value hierarchy. Also a dialog is kept 

with the external auditor when working with financial assets. The resort to increase the number of 

judges by taking in external expertise can also be found in Bank E but rather than it being a 

response that could be linked to the absence of a council or committee Bank E has a limited 

number of individuals total in the decision making. As stated earlier the CFO in Bank E is solely 

responsible for the valuation and classification of financial assets on a daily basis and the 

individuals supervising his/her work who are also consulted when problems occur are external 

experts and not part of the bank. 

Surprisingly, Bank C is not so reliant on external expertise even though it has the same 

characteristics in the decision making as Bank D and (relatively) fewer individuals involved 

compared to bank A and B. Only the external auditor of Bank C is consulted on occasion when 

the bank has specific questions that need to be addressed. While Bank C, D and E have a varying 

degree of help from the external auditor they all include him or her in the decision making 

regarding financial assets to some degree. Bank A and B have very limited interaction in these 

questions with their auditors; the banks gather information from other external sources. Bank A 

and B have representatives that attend meetings with the International Accounting Standards 

Board and rather consult other banks in questions of accounting standards than involving the 

auditor. The number of judges or entities that contribute to the underlying structure of decisions 

within bank A and B are not limited geographically to Sweden and the banks consult experts in 

their own professional network abroad. 

5.4    The five banks and experience and know ledge 

It is hard to quantify experience and knowledge without stepping on someone’s toes or ending 

up on a very subjective scale. Prior research indicated that learning and time spent encountering 

different issues and taking decisions are parts that make up an individual’s experience (Libby & 

Fredrick, 1990). More experience would then lead to greater knowledge and fewer errors in 

decision making (Tubbs, 1992). A distinction can be made between the banks with regard to the 

amount of knowledge that influence decision making in the fair-value hierarchy inside the banks 

themselves and imported knowledge from external sources. The amount of resources allocated to 
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decisions concerning financial assets in bank A and B would imply a rapid development of a 

broad knowledge base inside the banks. The knowledge base becomes a tool for learning and 

competence development for the employees which further incorporates understanding in the 

decisions made in more divisions of the banks. By outsourcing components that influence 

decisions or relying on external expertise in questions related to categorization and valuation of 

financial assets banks, like Bank D and E, will have a harder time building a knowledge base. 

Considering the tradeoff as to where the competence is stored it may not be so surprising after all 

that Bank C has chosen to not rely on external technical expertise in many of the steps in their 

decision process.  

5.5   The interrelat ionships betw een the four affect ing factors  

The affecting factors can be grouped in twos, heuristics and decision aids are related in the 

way that they both aim to simplify and speed up the work with financial assets in the fair-value 

hierarchy while number of judges and experience and knowledge are tools for solving problems 

of a difficult or complex nature.  In this sense the factors complement each other both inside the 

pairings and between the two pairs. The fact that the affecting factors are used differently 

between different banks will most certainly have implications on the potential risk of error. Since 

the factors found to affect decisions possibly could contribute to varying types of error, the banks 

try to avoid the creation of a dependency on a single factor by incorporating several  factors in 

the in the process of making decisions. The question of whether one pair of the affecting factors 

is more important than the other pair is too subjective to draw conclusions about. Instead the 

individual banks must decide which combination is best suited for their operations. The empricial 

findings indicate that Bank A and B put more emphasis on the problem solving factors than Bank 

C, D and E do.  
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6. Conclusions & direct ions for future research 
The conclusions of this study have been divided into three different parts. The first and 

second part of the result answer the two research questions presented in the introduction 

of this paper. The third part gives directions for future research   

 

6.1    What  affect s how  decisions are made at  banks in the process of 

classify ing and est imat ing fair-values of financial assets? 

Four main factors have been found to affect how decisions are made. Heuristics is represented 

in the way that decision makers argue that new financial instruments are rare, leading to the fact 

that most of the valuations are based on routine. Another reason why the valuations are based on 

routine is the fact that preparers deliberately avoid valuing financial instruments in Level 3 of the 

fair-value hierarchy since the disclosure requirements in that level are very extensive. Decision 

aids are used in the form of written interpretations of accounting standards that support preparers 

in how to value financial instruments according to the accounting standards. Also, documentation 

and protocols from committee meetings are kept as aid for future consultancy which is another 

example of decision aids used. Computer software is also used when risk judgment and 

calculation need to be taken into consideration. The number of judges taking part in the decision 

making stretches from a few individuals to several large groups showing that different banks 

have different views about the complexity of the decisions to be made concerning financial 

instruments. In cases where few individuals are involved in the decision making banks consider 

either, that there is no need for several judges or, that the expertise needed does not exist within 

the bank itself. In that case external consultation is used as a complement. Experience and 

knowledge has shown to be the most influencing factor since it is built on the aggregated use of 

the other factors. When the banks interviewed summarized the factors influencing their decision-

making they mainly described their reliance on their own in-house competence as the most 

influential. What differs between the banks is how they perceive the use of their in-house 

competence.  
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6.2   What  could explain eventual differences in how  banks make decisions in 

accordance w ith the fair-value hierarchy? 

What mainly have been found is that all the five banks have similarities in the way they make 

decisions regarding the estimation of fair-values, but to the extent which the affecting factors are 

used differs greatly. The one variable that can be related to this difference is banks’ size based on 

number of employees. The minor banks (C, D and E) use number of judges, decision aids, 

knowledge and experience and heuristics when making decisions but not as much as the major 

banks (A and B) do. This result suggests that major banks have more accumulated expertise at 

hand, especially since they often have entire divisions focusing on the valuation process only. In 

minor banks, the decision maker of the valuation neither has the expertise nor the resources to 

make the decisions without having to consult external experts for their technical expertise. These 

results indicate that depending on the level of usage, and level of the affecting factors on decision 

making banks gain a varying degree of independence from external technical expertise. The 

confirming notion in this area is whether the decision primarily is affected by the bank’s in-house 

competence or the auditor’s competence is a matter of the bank’s size and individual 

prerequisites. The major banks even mention that they see their in-house competence as a means 

of setting praxis rather than following praxis of how to interpret standards and value financial 

assets. Major banks can in this sense use their expertise as leverage against audit scrutiny 

regarding their decisions. The minor banks on the other hand cannot rely on their own 

competence to the same degree as the major banks leaving the risk of errors dependent on the 

competence and/or the technical expertise of external consultants.  
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6.3   Direct ions for future research 

The study has shown that there is an external component affecting the decisions of banks with 

a limited in-house knowledge base. Having the total knowledge and experience divided between 

the bank and an external source can create a dependency which is both costly and increases the 

risk of the decisions not representing the bank’s principles. This dichotomy may also be 

influenced by conflicting incentives and the dependency between the parties may hamper the 

decision accuracy. To better understand the decisions made by banks utilizing external aid future 

research should investigate the relationship between bank and external consultants. The role of 

the auditor in these circumstances is also an interesting aspect to analyse especially since this 

study has found a tendency for major banks to resist audit judgment on the grounds of superior 

competence in these questions while minor banks utilizes the auditor as a decision aid or to 

increase their number of judges in the matter at hand. Also, a study comparing auditor’s level of 

participation in decision making of the fair-value hierarchy depending on the size of the bank 

would be interesting and could verify the results of this study or provide other insights.  
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Appendix A – Research methodology 

 

As an explanatory study this paper seeks to find and explain relationships between variables. This 

approach is especially suited for gaining an understanding of a problem of an imprecise nature 

(Saunders et al., 2007). 

Induct ive or deduct ive research? 

There are two main approaches when conducting empirical research, the inductive and the 

deductive method (Ibid.). The deductive method prescribes testing of well established theories 

and is often used in the natural sciences. With this method the researcher compares reality with 

predetermined background knowledge trying to find explanations or making predictions of a 

selected phenomenon. The deductive method is often labelled positivistic and is criticized for 

limiting the number of explanatory variables (Ibid.).  

Inductive research follows a more interpretative philosophy with its base in collected 

empirical data (Dalen, 2007). The researcher takes a broader approach to the research area 

investigated including several variables and even contextual factors that could affect the 

phenomenon in question. This way of working is most common in qualitative studies like this 

one. The aim is often to find patterns or groupings in the data that can later be explained by 

existing theory or help forming new ones (Ibid.). This form of research is not predetermined or 

limited by a specific theory and can adapt to events that could cripple deductive research. This 

study takes a research approach which utilizes qualitative interviews to collect empirical data 

which also allowed the researchers to explore specific areas of interest that might arise more 

closely (Ibid.).  

Qualitat ive or quant itat ive research? 

Empirical data can be collected and analysed with quantitative or qualitative methods or a 

mixture of the two. The quantitative method relies on numeric data or data that can easily be 

coded in a numeric manner. Collection methods for quantitative data include surveys, 

questionnaires, use of data bases or similar techniques that allow for large samples of data. To 

analyse a quantitative data set graphs and statistical tools are used to a great extent. Quantitative 
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methods are best suited for structured and deductive research that aims to follow up a restricted 

and well defined area of interest where testing and problem isolation is unproblematic.  

Qualitative research concern non-numerical data, for example: components of human behaviour, 

interaction or reaction among entities or degrees of understanding regarding specific phenomena 

et cetera. To collect data in the previously mentioned circumstances surveys and recorded 

historical values often become insufficient to give a satisfactory level of explanation later in the 

analysis (Saunders et al., 2007). The researcher has to rely on other methods that capture these 

variables. Interviewing, observing and carrying out case studies are some of the tools available to 

the qualitative researcher when collecting information. Analysing qualitative data requires 

categorization of the information collected so it becomes easier to comprehend and manage. 

When all the information has been divided and assigned to appropriate categories the researcher 

can start looking for relationships, key themes and patterns and further develop the initial 

groupings (Esaiasson et al., 2007). The aggregated findings are then used to develop or test 

theories to reach conclusions about the research topic.  

There is an array of different interview types and methods to choose from when conducting a 

study. The interview can be structured in different ways, have a varying degree of standardization 

and take the respondent or the informant’s point of view. The qualitative approach favours 

unstructured interviews that are non-standardized (Kvale & Brinkmann, 2009). In doing so the 

researcher is not limited to a set of predetermined questions where valuable information could be 

lost. 

Primary  and secondary  data 

The research in this paper is based on primary data. Primary data consists of newly gathered 

information that can be obtained through observations, interviews, unpublished or for the first 

time published documents by governmental entities or any other information the researcher can 

acquire in its first appearance.  

Secondary data refers to information previously known and has often been collected for 

similar reasons as for the research in question. This type of data is commonly used in quantitative 

studies. The research approach of this study limits the usefulness of secondary data as it aims to 

probe the minds of decision makers through in-depth interviews.   
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Validity  and reliabilit y   

Validity is related to how well the information gathered represents the underlying research 

question or how the information is related to the problem or phenomenon being studied. Validity 

tackles questions about causal relationships between variables and to what degree the variables 

can be used to describe the research phenomenon in question. To obtain good validity the 

researcher has to consider factors such as ambiguity, quality, history, testing method, possibility 

of participants dropping out of studies, how much scrutiny the results will be able to withstand  

and how generalizable the results of the study is.  

Reliability on the other hand refers to how good the data collecting and analysing techniques 

used by the researcher are. To achieve good reliability the same study should produce consistent 

findings showing the same results on other occasions meaning comparability and explicability are 

central concepts (Saunders et al., 2007). The analysing technique has to be transparent and easy 

to follow in order to achieve a high degree of reliability. For reliability to be kept at a high level; 

bias, error and subjectivity must be kept at a minimum and preparation before conducting a 

qualitative study becomes crucial. 
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Appendix B – Interview themes 
 

The interviews are structured around these themes. Follow-up questions and inquiries about the 

interviewees´ answers are not included as they are not predetermined.  

Part 1 – Characteristics of the respondent  

 

1. Name  

 

2. Occupation 

  

3. Experience 

 

4. Influence  

 

 Part 2 – Opinion and understanding of the accounting standards 

 

1. Opinion on IAS 39 and IFRS 7  

 

2. Opinion on Fair value accounting and cost accounting  

 

3. Opinion on the fair value hierarchy  

 

4. Problematic situations in the fair value hierarchy  

 

Part 3 – Decision making around financial instruments in the fair value hierarchy   

 

1. Classification  

 

2. Valuation 

 

3. Number of judges  

 

4. Routines  

 

5. Follow-up process on decisions made 

 

6. Documentation  

 
7. External expertise  

 

8. Auditor involvement  
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Appendix C – Interview summary 
 

Bank 

 

Documentation Committees External 

help 

Routines Auditor 

involvement 

Respondent 

Experience 

Bank A Decisions that 

affect the 

financial assets 

are recorded for 

future reference.  

A dedicated 

group meets 

once a month 

discussing 

financial assets. 

Other banks 

are 

consulted 

on some 

issues. 

Extensive 

work with 

developing 

and using 

routines. 

Limited. Seven years. 

Bank B Protocols from 

meetings are kept 

for future 

reference.  

A valuation 

committee 

meets quarterly 

with 

representatives 

from different 

divisions. 

Other banks 

are 

consulted 

on some 

issues. 

Rarely any 

new assets, 

the 

decisions 

are often 

routine- 

based.  

Limited. Ten years. 

Bank C  No. No dedicated 

committees but 

the technical 

accounting 

division meet 

monthly to 

discuss 

standards.  

No. No official 

routines 

are present 

in the 

process. 

Occasionally 

asks the 

auditor for 

their input in 

matters 

outside the 

banks 

competence.  

Thirteen years. 

Bank D The internal audit 

firm keeps a 

record of their 

work. 

No. External 

experts are 

consulted in 

problematic 

situations. 

Currently 

working 

on 

developing 

routines 

for the 

standards 

presented. 

A dialog is 

kept with the 

auditor when 

working with 

financial 

assets. 

Ten years. 

Bank E The internal audit 

firm keeps a 

record of their 

work and 

protocols from 

meetings are 

kept.  

Financial 

council 

consisting of 

CFO, CEO and 

Chief of private 

banking. 

External 

experts are 

consulted in 

problematic 

situations. 

No official 

routines 

are present 

in the 

process. 

The auditor is 

consulted in 

the work and 

the follow up 

process.  

Two years. 
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