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This document is not intended to be a comprehensive review of all recent legal developments in this field, or to cover all aspects of those referred to by the above specific questions or otherwise. Readers are recommended to seek legal advice before applying the information contained in this document to specific issues or problems.

Notes
(i) 
In Sweden there are two kinds of limited companies - private limited companies and public limited companies. The provisions of the Swedish Companies Act (2005:551) are applicable to all limited companies, private and public. However, there are some statutory rules that differ between these two kinds of limited companies and the main rules that differ are as follows.

- Public limited companies must possess a minimum share capital of SEK 500 000. A private limited company must possess a minimum share capital of SEK 100 000 (note: according to a government proposal the minimum share capital requirements for private limited companies may be reduced from 1 July 2009). 

- Only public limited companies may raise capital by issuing different financial instruments to the public and only these financial instruments are allowed to be traded on a regulated market.

- A private company, or a shareholder of such company, may not attempt by advertising to distribute shares or subscription rights in the company or debentures, warrants or convertible instruments issued by the company. Furthermore, a company or a shareholder as described above may not otherwise attempt to distribute the financial instruments enumerated above by offering such instruments for subscription or sale to more than 200 persons. There are, however, some exceptions to these rules.

 (ii)
Corporate Governance Code


In December 2004 the Swedish Code of Corporate Governance was introduced (the "Code"). 
This Code was revised and updated on 1 July 2008. The general aim of the Code is to 
improve corporate governance in Swedish companies. Even though the Code is directed 
primarily at all Swedish public limited companies whose financial instruments are traded on a 
regulated market in Sweden, the Code may also serve as an example and a model for other 
types of companies. The main aim of the Code is to create a sound balance of power 
between the owners, the board of directors and the executive management to enable 
shareholders to assert their interests vis-à-vis company management.


The Code complements legislation and other regulations by specifying a recommended standard for good corporate governance. However, this standard is not mandatory. Companies may deviate from individual rules, providing they report each 
deviation, explaining such deviation and their reasoning. 

© 2009 Ashurst LLP
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Shareholders' agreements

Shareholders' agreements are not specifically regulated by Swedish company law. 

Note that voting in contradiction with a shareholders' agreement does not affect the legal validity of a decision taken at a shareholders' meeting.

The validity of a shareholders' agreement and the legal relationship between the shareholders are governed by general principles of Swedish contract law.  

A typical Swedish shareholders' agreement will generally regulate the following:

· purpose of the business;

· new shareholders;

· unanimous decisions and voting arrangements;

· transfer restrictions;

· permitted transfers including rights of first refusal, drag along and tag along rights;

· exit arrangements;

· distribution of dividends;

· valuation of the company;

· breach of agreement; and

· withdrawal clauses.

INCOME, CAPITAL AND VOTING RIGHTS FOR SHARES

Income

1.
Dividends

The normal method of transferring profits to the shareholders is through the payment of dividends. This is a form of value transfer that is permitted by the Swedish Companies Act but which must take place in accordance with some specific provisions in the Act governing distribution of dividends. Dividends may only be paid out of non-restricted equity (which consists of accumulated profits from prior years) and cannot be for an amount so large as to leave the company's restricted equity without full coverage after payment of the dividend. A company's "restricted equity" is comprised of share capital and premium reserve/statutory reserve. 
2.
How are distributable profits determined (e.g. can management accounts be 
used)?

The declaration of dividends is decided at the annual general meeting of shareholders on the basis of the annual accounts drawn up by the board and the auditor's report. 

It is also possible to take decisions regarding the payment of dividends at an extraordinary general meeting. In this situation, the value of such a dividend must not exceed the value of the company's remaining unrestricted equity according to the most recent approved balance sheet (known as a "post balance sheet dividend"). Furthermore, the company is prohibited from distributing profits in advance, which means that the distribution may not exceed the amount reported in the latest approved balance sheet, profit brought forward and non-restricted reserves.

Dividends can only be paid if such payment complies with the rules laid down for the protection of the company's creditors. The payment of the dividend may not infringe upon the restricted equity of the company and may not conflict with the statutory duty of care. The statutory duty of care means that distributions must be "justifiable" having regard to (i) the amount of equity required by the type and size of the company's business and the risks involved; and (ii) the company's need for consolidation as well as the company's liquidity and financial position in general. If the company is a parent company, the aforementioned requirements must be considered from a group perspective.

A share which is held by the company itself shall not result in any entitlement to dividends.

3.
Who declares dividends? 

Value transfers in the form of dividends must be approved by a simple majority of the votes cast in a general meeting of the company, if not otherwise stated in the articles of association or in a shareholders' agreement.

4.
If dividends are not paid, what is the right of the shareholders?

At the request of the owners of at least one-tenth of all shares in the company, the annual general meeting may decide to distribute not less than one-half of the company's remaining profits for the year determined by reference to the approved balance sheet, after the deduction of specific losses brought forward. The annual general meeting is, however, never obliged to approve the payment of a dividend exceeding five per cent. of the company's equity.

If the company is registered with the Securities Register Centre (VPC), then the VPC is authorised to keep a register of all shares issued by such a company a so called CSD. The record date for the dividend shall be set out in any resolution of the annual general meeting regarding distributions to shareholders. Dividends shall be due and payable on the record date and shall be paid without delay.

After the general meeting has approved payment of a dividend, it becomes a debt due from the company, and if such a dividend remains unpaid then a shareholder can sue for recovery. However, when the dividend is approved, the general meeting may also pass a resolution to postpone the payment of such dividend. The payment of such dividend can only be postponed until the or annual general meeting of the shareholders in the next financial year.

5.
Can shares have fixed rights to dividends tied to their issue price/share 
premium or a percentage of profits?

Yes. The general rule is that all shares rank equally unless the company's articles of association expressly provide otherwise. However, a company's articles may well differentiate between these rights where the company's share capital is divided into more than one class of share.

The shares that are entitled to certain priority rights in respect of certain of the company's assets and profits are usually called preference shares and other shares are usually called ordinary shares. The specific rights that attach to preference shares can vary and are stipulated in the articles of association. Preference shares can, for example, have priority rights to dividends. Another possibility is that dividends are distributed equally in respect of  ordinary shares and preference shares, after the preference shareholders have received their predetermined dividend. Nothing prevents preferred dividends from being related to external circumstances.

However, even when shares with fixed rights to dividends tied to their issue price/share premium or a percentage of profits exist, the limitations for the distribution of profits mentioned in clause 2 above must still be observed.

6.
What are the local tax consequences of paying a dividend?

A dividend is considered as income of capital for tax purposes. The tax to be paid for dividend payments is capital tax. The tax rate applicable for both companies and natural persons is 30 per cent.

7.
Can late dividends attract interest?

Yes. Given that a dividend approved by the general meeting is considered a debt owed by the company to shareholders, late dividends attract interest.

Capital

1.
Can shares have differential rights on the return of capital (e.g. preference shares first, then ordinary shares)?

Yes. The articles of association of a company may prescribe that different classes of shares have differential rights on a return of capital or that certain classes of share have priority in relation to dividends and/or on a distribution of assets in liquidation proceedings. The articles of association may, for example, provide for the preference shares to have a right of priority over ordinary shares in respect of the annual dividend distribution.

2.
Can return of capital rights be tied to share premium rather than just to issue price?

Yes, it depends entirely on how the preference is formulated.

Votes

1.
Is it possible to have non-voting shares?

No.

2.
Can shares have differential votes?

Yes, the Swedish Companies Act sets out the general rule that each share has one vote. However, the articles of association may provide for shares with different voting rights, but no share may carry voting rights that exceed the voting rights of another share more than ten times.

Some older Swedish companies have previously issued shares with greater differences in voting rights than that which the above mentioned rule prescribes. To avoid a disturbance in the relationship between the different classes of shares, these companies may still issue such shares.

3.
Are weighted voting rights allowed and effective (for instance, if the company is "in trouble" could the institutions expect to be able to take absolute control)?

See question 2 above.

4.
What are the various matters which require shareholder approval and what are the majorities necessary for them?

The managing director is in charge of the day-to-day business of the company. The board of directors has responsibility for all matters relating to the organisation and management of the company, except for those matters expressly reserved by law to be decided/approved in a general meeting of the company. It must be noted that the shareholders' (if they so wish) can make decisions in relation to almost every aspect of the company's business in a general meeting.

The Swedish Companies Act prescribes that resolutions regarding the following matters shall only be passed at the annual general meeting of the company:

· approval of the profit and loss account and balance sheet;

· allocation of the company's profits or losses as set forth in the approved balance sheet;

· discharging members of the board of directors and the managing director from liability;

· any other matter over which the general meeting is required to resolve pursuant to the Swedish Companies Act or the articles of association.

Rights of the majority shareholder

First, it should be noted that irrespective of majority rules, the general meeting may not pass any resolution which is likely to provide an undue advantage to a shareholder or another person, to the disadvantage of the company or another shareholder.

A. 50 per cent ("simple majority")

A shareholder that holds more than 50 per cent of the voting rights in a company can successfully pass any resolution of the general meeting which does not require qualified majority according to the Swedish Companies Act. This includes the right to appoint directors to the board, to remove any director at any time and to pass a resolution relating to dividends. The general meeting will also have the right to make decisions regarding issues of new shares to shareholders on a pre-emptive basis, as well as decisions regarding issues in kind, and to pass a resolution on any managerial question that might be brought before the meeting.

B. Two thirds of the votes cast as well as of all shares represented at the meeting is required for following:

(i)
to approve a directed issues of shares;

(ii)
to approve a directed issues of convertible debt instruments or debt instruments with options to subscribe for new shares;

(iii)
to approve a reduction of share capital;

(iv)
where possible, to approve the company's acquisition of its own shares;

(v)
to approve the company's sale of its own shares at the market or in a directed offer;

(vi)
to approve a change to the company's articles of association in "normal" cases; and

(vii)
to approve a statutory merger with another limited company, unless the transferor 
company is a public limited company and the transferee company is a private limited 
company (please see below).

C.
A shareholder who holds more than nine-tenths of the shares in a company 
has a right to make a compulsory acquisition of the remaining minority 
shares in a company.
D.
Not less than nine-tenths of all shares in the company and support from all shareholders present at the general meeting is required for the following:

 (i)
to approve reduction of the shareholders' rights to the company's profits and assets; 

 (ii)
to approve changes in the legal relationship between shares;

 (iii)
to approve a statutory merger with a private limited company, where the public limited company is absorbed by the private limited company; and

 (iv)
to approve a change in the company's status from a public to a private company.

Shareholder meetings

1.
What are the notice provisions for shareholder meetings?

Notice of all annual general meetings as well as notice of extraordinary general meetings where amendments to the articles of association are to be addressed, shall be issued not earlier than six weeks before the meeting and at the latest four weeks prior to the meeting. The articles of association in a private limited company may prescribe that notice to attend an annual general meeting may be issued later than the time stated above, however not later than two weeks prior to the meeting. 

Notice to attend an extraordinary general meeting shall be issued not earlier than six weeks and not later than two weeks prior to the meeting.

2.
What are the quorum requirements?

As a general rule there are no quorum requirements, though at least one shareholder must be present. However, please note that some decisions require support from all shareholders present or represented at the general meeting (please see above).

3.
Can resolutions be passed in writing and, if so, do all shareholders have to sign them?

Yes. In companies with a few, or only one shareholder the general meeting may be held per capsulam, i.e. minutes of the meetings are drawn up and circulated among the parties/shareholders concerned for their signature. For larger companies, general meetings can also be held per capsulam, but this will necessitate a large amount of administration.
4.
Who can requisition meetings of shareholders? 

The board of directors convenes general meetings. However, if a general meeting is convened incorrectly, in contravention of any relevant law or the company’s articles of association or a resolution passed at a general meeting is not passed correctly, the County Administrative Board shall immediately, upon the request by a member of the board, the managing director or a shareholder, convene another general meeting at the company's expense.

The board of directors may convene an extraordinary general meeting if it is of the opinion that there is a reason to hold one prior to the next annual general meeting. Further, if an auditor or shareholders representing not less than one-tenth of all shares in the company, request a general meeting in writing, the board shall convene the extraordinary meeting.

5.
What are the powers of the court to overturn resolutions once passed?

If a resolution has been passed at a general meeting in contravention of the Swedish Companies Act, the applicable annual reports legislation or the company's articles of association, legal proceedings may be brought against the company by a shareholder, the board of directors, a member of the board or the managing director.

The legal proceedings must be commenced within three months from the date of the resolution or the right to commence proceedings will be forfeited. Legal proceedings may be commenced later than the above stated time if, for example, the resolution passed is such that it cannot be passed/implemented notwithstanding the unanimous consent of all shareholders or notice of the shareholders' meeting has not been correctly given.

The court may only modify a resolution if the form in which the resolution should properly have been taken can be determined. In all other cases, the court may only annul or oppose the resolution.

Share premium

1.
What are the restrictions on the use of share premium; can dividends be paid out of it?

There are no restrictions and consequently, dividends can be paid out of share premium (Sw: överkursfonden), which from 1 January 2006 constitutes non-restricted equity. However, please note that funds that were share premium before 1 January 2006 are still considered restricted equity and hence cannot be distributed.

Redeemable shares

1.
Are redeemable shares permitted; what are the applicable rules and procedures?

Companies whose share capital may be increased or reduced without any amendment to the articles of association may include a provision in the articles of association prescribing that the share capital may be reduced through redemption of shares, although not below the amount of minimum share capital prescribed by law. The following also applies:

· shares can be redeemed in cases where a reduction of share capital is made. In such cases, the company buys its own shares and the shares must be redeemed immediately;

· where a shareholder, through an abuse of influence over the company, has intentionally contributed to a breach of the Companies Act, applicable annual reports legislation, or the articles of association, a court may, on petition by the holders of one-tenth of all shares, order that the company go into liquidation, provided that special cause exists. However, in such cases instead of liquidation, the court may order the company to redeem the shares of the petitioning shareholder; and

· it may also be noted that a shareholder holding more than 90 per cent of the shares in a company has the right to redeem the remaining shares from the other shareholders in the company. Any shareholder whose shares may be redeemed shall also have the corresponding right to require that its shares be redeemed.

Purchase of own shares

1.
Are purchases of own shares permitted; what are the applicable rules and procedures? Own shares can be purchased under specific circumstances.


The general rule is that a company may not subscribe for its own shares. However a company can purchase its own shares in specific circumstances, as further described below:
Public limited companies

A public limited company is permitted to purchase its own shares, if:

· the public limited company's shares are traded on a regulated market or a comparable market outside EEA or the shares are purchased in accordance with an offer to purchase, which has been directed to all of the shareholders of the company or holders of a particular class of shares; and

· the public limited company does not possess more than 10 per cent of the total amount of shares in the company.

The decision to purchase its own shares is to be taken by the general meeting by a qualified majority decision, i.e. supported by shareholders holding not less than two thirds of both the votes cast and the shares represented at the general meeting. The general meeting may authorise the board of directors to take a decision regarding purchase of its own shares. Such authorisation may only apply until the next annual general meeting and must set out the scope of the board's decision making power.

Other public limited companies and private limited companies

Public limited companies whose shares are not admitted for trading on a regulated market and private limited companies are only allowed to purchase their own shares in five very special circumstances, as follows:

· if no compensation has to be paid (for example, shares given to the company as gifts);

· shares which are included in the business which the company is to acquire, provided that the shares constitute a minor part of the company's share capital;

· in accordance with share splits and reverse share splits when a shareholder's holding of a certain type of shares is not equivalent to a full quantity of new shares;

· if a shareholder has intentionally contributed to a breach of the law or the articles of association; or

· at a compulsory auction.

Any shares that a company purchases in itself must be sold as soon as possible, however not later than three years from the date of the acquisition or otherwise the shares will be declared void by the company.

Issue and transfer of shares

1.
What are the statutory rights of pre-emption of shareholders in respect of the issue of shares?

As a general rule when a company issues shares for cash consideration (or set-off), those shares must first be offered to existing shareholders on a pre-emptive basis, in proportion to their current shareholding.  As regards bonus issue in which new shares are to be issued, the shareholders have an unconditional right to such shares. The articles of association, however, may, with certain limitations, prescribe otherwise.

If shares are issued for non-cash consideration, the shareholders have no pre-emption rights.

2.
To what extent can they be disapplied, either generally or specifically?

Statutory pre-emption rights may be disapplied in a general meeting. A resolution dissapplying pre-emption rights is only valid when supported by shareholders holding two-thirds of both the votes cast and the shares represented at the general meeting. It should, however, be noted shareholders in a general meeting cannot pass resolutions which may provide an undue advantage to a shareholder or other person to the disadvantage of the company or another shareholder.

3.
What are the statutory rights of pre-emption on transfer? 

The general rule is that shares are freely transferable. However, the articles of association may provide that the current shareholders or other persons shall be entitled to purchase shares which have been transferred to a new owner according to a so-called pre-emption clause. This does not, however, apply to public limited companies whose shares are traded on a regulated market. Such shares are freely transferable.

Furthermore, a company which is not a Central Securities Depository ("CSD") company may include a clause in its articles of association stating that a shareholder or another party shall be invited to purchase certain shares before they are transferred to a new owner (first refusal clauses) as well as clauses stating that shares may be transferred to a new owner only with the prior consent of the company (consent clauses).

There are certain mandatory requirements regarding the contents of the abovementioned clauses.

4.
What are the procedures for issuing shares?

A resolution regarding the issue of shares is passed by the shareholders at a general meeting. If the articles of association need to be amended, a resolution concerning these amendments must be passed first.

Resolutions regarding the issue of shares (save ones that seek to dissapply shareholder pre-emption rights) can be passed by a simple majority. Thus, the resolution must be supported by shareholders with more than half of the votes cast. The articles of association may prescribe for a higher majority vote. Likewise, the general meeting may authorise the board to approve such decision, on the condition that the articles of association are not amended.

The proposal regarding the decision to issue the shares must be available to the shareholders for at least two weeks immediately prior to general meeting and must be sent to those shareholders who have requested it, providing their postal address. 

5.
Is a notarial deed required?

No.

6.
Is any government consent required?

No.

7.
Is capital duty payable?

No.

THE BOARD 

1.
How many boards are there?

A company must have a board of directors comprising one or more members. The Swedish Companies Act provides that the minimum and maximum number of board members must be stated in the articles of association. In a public company, the board shall comprise of no less than three members and more than one-half of the board members shall be appointed by the general meeting. 

In Sweden, the board may appoint a managing director, however, in a public company, there shall at all times be a managing director. The managing director shall attend to the day-to-day management of the company pursuant to guidelines and instructions issued by the board. In addition the managing director may, without authorisation, take actions which, in light of the scope and nature of the company's business, are of an unusual nature or of great significance but only in a situation where awaiting a decision of the board of directors would significantly prejudice the interests of the company.

The managing director is entitled to be present and speak at meetings of the board of directors even if the managing director is not a member of the board, unless otherwise decided by the board of directors in any specific case. 

2.
What are the responsibilities and obligations of the board(s)?

The board is responsible for the organisation and management of the company's affairs. The board shall also ensure that the company's organisation is structured so that the accounting, the management of funds and the company's finances in general are monitored in a satisfactory manner. Furthermore, the board shall regularly assess the company's financial position and, where the company is the parent company in a group, the group's financial position. In order to do this, the board must issue written instructions stating when and the manner in which such information as is required for the board's assessment.

The board shall adopt annually a set of written rules of procedures governing its operation. The rules of procedures shall set forth:

· the manner in which the board will work, and, where applicable, tasks shall be allocated among the board members;

· the frequency of board meetings; and

· the extent to which alternate members shall participate in the operations of the board and receive notice to attend meetings of the board. 

The board shall, produce a set of written instructions which allocate work between the board, on the one hand, and the managing director and other bodies established by the board on the other hand. 

3.
What is the power of individual directors to bind the company?

The board represents the company and is authorised to sign on its behalf. The managing director may represent the company at all times and is authorised to sign on its behalf regarding the day-to-day management of the company. A company's articles of association may contain a provision which states that two or more directors of the board must act jointly to represent and be authorised to sign on behalf of the company. 

The board may also authorise one board member, the managing director or any other person to represent the company alone and to be authorised to sign on the company's behalf (special company signatory). Such authorisation may be revoked at any time. The articles of association may prohibit the board from granting such authorisation or that such an authorisation may be granted only subject to specified conditions. 

4.
Does this power differ for executive and non-executive directors?

No it does not, although the managing director may be considered as an executive director. The managing director always has the right to decide on issues regarding the day-to-day management of the business, unless the board decides otherwise.
5.
How are the directors appointed/removed?

Appointment

The board is appointed at a general meeting of shareholders. The articles of association may prescribe that one or more members of the board can be appointed in another manner. The right to appoint board members may not be delegated to the board or to a member of the board. In a public company, more than one-half of the board members must be appointed by at a general meeting. 

The employees of a company that, during the most recent financial year, has employed an average of no less than 25 employees in Sweden, are entitled to appoint two board representatives (employee representatives) and one alternate for each member. If the company conducts business in different branches and if it has, during the most recent financial year, employed an average of at least 1,000 employees in Sweden, the employees are entitled to appoint three board representatives (board representation) and one alternate for each such member.

Removal

An appointment as a board member shall continue until the first annual general meeting following such appointment. However, changes in the composition of the board shall only take effect on the date on which notice of such changes has been received by the Swedish Companies Registration Office or from such later date as stated in the decision on which the notice is based. 

An appointment as a board member shall terminate prematurely if the board member or the party appointing him or her gives notice that the appointment is to terminate. The notice shall be given to the board. Where a board member not elected by the shareholders in a  general meeting wishes to resign, notice shall be given to the party who has appointed him or her.

The articles of association may prescribe that an appointment as a board member shall apply for a longer period of time than that stated above. The appointment shall, however, terminate no later than the close of the annual general meeting held in the fourth financial year following the year of appointment.

1.
In particular, what majority of shareholders can appoint or remove directors?

When appointing the members to the board, the person who receives the highest number of votes shall be deemed to have been elected as a board member, unless determined otherwise by the articles of association. In the event of a tied vote, the election shall be determined by drawing lots, unless the general meeting decides, prior to the election, that a new election is to be held instead.

To remove a board member, who has been appointed by the general meeting, a resolution passed by an ordinary 50 per cent. majority is required. However, in private companies the articles of association may prescribe more extensive conditions.

2.
Can alternate directors be appointed; if so, what are their rights and obligations?

Alternates may be appointed for the board members in accordance with the articles of association. Where the board has less than three members, there shall be at least one alternate board member. The provisions of the Swedish Companies Act regarding board members shall also apply, where relevant, to alternate members. Eligibility requirements for office, etc., are also the same for ordinary and alternate directors.

The alternate employee representatives have the right to be present at board meetings, even when the ordinary employee representatives are present.

3.
To what extent can the powers of the board be delegated to committees or individual directors?

The board may delegate certain questions and issues to committees or individual directors, regardless of the fact that the Swedish Companies Act presumes that the board is a collective body that fulfils its duties in its entirety.

However, notwithstanding the fact that the responsibility for a certain matter has been delegated to a committee or to an individual director, the board still has a responsibility to ensure that the issue that has been delegated is managed in a proper way. The board cannot through delegation disclaim or relieve itself from any responsibility.
4.
Are differential voting rights permitted, i.e. can one director have more votes than his fellow directors?

Differential voting rights for board directors are not permitted. In the event of a tied vote, the chairman shall have the casting vote. 
5.
Is it possible to give a group of shareholders an entrenched right to appoint a director or directors?

It is possible to give a group of shareholders a right to appoint one or several directors for the board. In the articles of association it can be stipulated that one or more members of the board shall be appointed in another manner than at a general meeting. Also, it should be noted that it is possible to give a contractual right to anyone to appoint a member of the board.

CHAIRMAN

1.
Who appoints the chairman of the board(s)?

Where a board consists of more than one member, one of the members shall serve as chairman of the board. 

Unless otherwise prescribed in the articles of association or resolved upon at a general meeting, the board of directors shall elect its chairman. In the event of a tied vote, the election shall be determined through the drawing of lots. In a public company, the chairman of the board may not also be the managing director of the company.

Note that in public companies, who must follow the rules of the Swedish Code of Conduct, the chairman of the board shall be appointed at a general meeting.

2.
What are his rights and obligations?

The chairman shall preside over the operation of the board of directors and ensure that the board performs its duties as set out in the Swedish Companies Act.

3.
Does he have a casting vote?

In case of a tied vote, the chairman of the board shall have a casting vote. In the articles of  association or in a separate shareholders agreement, it is possible to prescribe a specific voting majority and in this way remove the chairman's casting vote.

OTHER BOARD MATTERS

1.
What are the quorum requirements for a board and to what extent can they be varied?

The board is quorate where more than one-half of the total number of board members or a higher number as prescribed in the articles of association is present. When determining whether the board is quorate, board members who have a conflict of interest shall not be deemed to be present. 

Resolutions may not be passed on a matter unless all the board members, where possible, have been granted an opportunity to participate in the handling of the matter and received satisfactory information in order to reach a decision in the matter.

2.
How are board meetings called, i.e. who has the right to call them and what are the notice provisions?

The chairman of the board shall ensure that meetings are held when necessary. Meetings of the board shall always be convened if so requested by a board member or the managing director.

As regards notice of a board meeting, there are no formal requirements. It is, however, important that all board members are informed in good time before the meeting, that a meeting is to take place.

3.
Can meetings be held over the telephone?

Board meetings can be held over the telephone or by video conference. Minutes must, however, be kept as usual in accordance with the regulations of the Swedish Companies Act. 

4.
Are written resolutions of all (or a majority) of directors effective?

A resolution could be adopted per capsulam, i.e. through a written resolution, which is signed by all members of the board including employee representatives and deputy employee representatives.
5.
What are the rules regarding directors voting on matters in which they have a 
conflict of interest?

A board member may not vote on a resolution concerning any matter between the board member and the company, or between the company and a third party in which the board member has a material interest which may conflict with the interest of the company or a matter between the company and a legal person who the board member is entitled to represent (whether alone or together with another person). A significant natural exemption from this regulation is in relation to questions within consolidated groups. The provisions do not apply if the board member in question, directly or indirectly through a legal person, owns all shares in the company.
6.
If a director is removed against his will, does he have rights of 
compensation?

A board member can be removed at any time, since his appointment is a commission of trust. The removal as such does not give rise to any right to compensation, although a separate agreement may prescribe the opposite.

SHARE TRANSFERS

1.
What are the formalities for transferring shares?

There are no formal legal requirements for transferring shares. A new owner must, however, be able to prove his right of ownership in order to be registered as owner of the shares in the share register.

In case of a share transfer in a private limited liability company which has issued share certificates, a physical transfer of the share certificate signed by the seller and either endorsed, leaving the recipient's name blank or assigned to the buyer should be made. The physical share certificate is the evidence of ownership and authorises the buyer to be registered as owner in the share register.

In a private limited liability company which has not issued any share certificate, the share purchase agreement will serve as evidence of ownership and authorises the buyer to be registered as owner in the share register.

Most public limited liability companies whose shares are traded on the Swedish financial markets are registered at VPC AB ("VPC") – the Central Securities Depository. As the VPC system is fully computerised, there is no physical transfer of shares. Instead both the seller and the buyer notify their respective account-keeping institutions that a transfer of shares has taken place and the account-keeping institutions will thereafter ensure that the new shareholder is registered as owner of the shares in the relevant VPC share account.

2.
Is board approval required?

Not for the target company. 

If the sale or purchase of shares is a significant question for a company, which according to the Swedish Companies Act falls outside the scope of the managing director's powers, a board decision approving the sale or acquisition of shares will be necessary. 

3.
Who needs to sign the transfer document?

As there are no formal legal requirements for transferring shares, there are no transfer documents to be signed. 

Share certificates to be transferred, if such have been issued, shall be signed by an authorised signatory of the seller, and depending on the impact of the sale this may be the managing director or someone acting on behalf of the board.

4.
Does it need to be notarised?

No.

5.
Is stamp duty or any other impost charged on share transfers?

No.

6.
Do companies have share certificates?

There is no obligation for a private limited liability company to issue share certificates. However, if requested by a shareholder, share certificates shall be issued representing that number of shares held by the shareholder. 
If share certificates are issued, these are given to shareholders who are registered in the share register if the shares are fully paid and the company is duly registered at the Swedish Companies Registration Office. If share certificates are to be issued in connection with a capital increase, the capital increase must be duly registered at the Swedish Companies Registration Office before the share certificates are issued. 
Share certificates must be issued to a particular (legal or physical) person and shall be signed by at least 50 per cent. of the board members.

In public companies registered with VPC, no share certificates can be issued. 
7.
Are there any restrictions on who can hold shares in a company?
As a general rule, the Swedish Companies Act does not permit any restrictions on the free transferability of shares, including ownership of shares. 
However, it is possible to restrict the free transferability of shares by inserting provisions in the company's articles of association. Third parties are deemed to have knowledge of the restrictions in the articles of association. Accordingly, it is not possible for a buyer to acquire shares that are caught by a transfer restriction in the articles of association and subsequently claim that he had no knowledge of the restriction. 
Shares in a private limited liability company can be subject to a right of pre-emption as set out in the articles of association, which requires that a buyer of shares must offer the shares for sale to the existing shareholders or other persons as stated in the articles of association. 
Furthermore, private limited liability companies may also have clauses in the articles of association providing the shareholders with a right of first refusal of shares that are to be transferred (right of first refusal clauses) as well as clauses stating that shares may be transferred to a new owner only with the company's consent (consent clauses).

Other restrictions may exist in shareholders' agreements, which are only legally binding on the parties to them and not the company itself.

Finally, Swedish legislation contains further restrictions, preventing a company from buying its own shares and prohibiting a subsidiary from acquiring shares in its parent company.
8.
Are there any legal impediments prohibiting the company from assisting in the acquisition of its shares?

Generally, a company may not make a loan for the purpose of facilitating the purchase of shares in the company or another company within the same group. It is also possible for a parent company to make a loan for the purpose of an acquisition of shares in its subsidiary. This means that a parent company is able to sell a subsidiary on credit.
SHAREHOLDER LOANS

1.
What are the relevant local legal considerations with regard to shareholder loans? In particular, are there any special rules which apply because those loans are held by shareholders (for instance would the interest be treated as a distribution under any circumstance?)
Limited liability companies may not grant loans to shareholders, members of the board, the managing director or any another company within the same group of companies (the "Forbidden Circle"). Loans to anyone outside the Forbidden Circle are also forbidden if that person is married to, or otherwise related to a person within the Forbidden Circle. Loans to legal persons, over whom a person within the Forbidden Circle has a controlling influence, are also forbidden.

There are certain exceptions to the loan prohibition. One of the most important exceptions is that loans to a company within the same group as the lender are permitted (the group exception). A company is also permitted to make a loan to a borrower, if that loan is for business purposes only and the lender is making such loan for pure economic reasons. 

A loan is always forbidden if the purpose of the loan is to enable the borrower (or a company related to the borrower) to acquire shares in the lender or any other superior company within the same group. 

Please note that the provision of advance payments or different kinds of security are considered in the same way as providing a loan. 

Loans from a shareholder to a company can be made without any formal requirements. However, all transfers of value from a company to any third person (legal or physical) that are not at arm's length can be considered as a distribution of profits. E.g. if a loan carries a right to interest, which can be considered as more than a "reasonable commercial return", there is a risk that the excessive interest will be considered as distribution of profits. Also, if the borrower was insolvent when receiving the loan, the loan might be considered as a distribution of profits.

2.
Are the shareholder loans freely transferable under local law and are there 
any regulatory restrictions on the creation and the transfer of the loans?

As stated above, loans from the company to shareholders can only be given under specific circumstances. If the loan is given by the shareholder to the company or is otherwise permitted, it can be transferred provided that this is acceptable according to its terms. However, a loan cannot be transferred to a debtor within the Forbidden Circle.
WARRANTS

1.
Can companies grant warrants to subscribe for new shares and what
approvals (shareholder, regulatory, etc.) are required?
Yes. When a company issues warrants with the right to subscribe for new shares, the existing shareholders have the right to subscribe for the warrants pro rata to their existing shareholdings. A resolution to issue warrants in accordance with shareholders' preferential rights must be passed at a general meeting by a simple majority.

If the issue of warrants deviates from/is not made in accordance with the shareholders' preferential rights or the payment for the warrants is by means of non-cash consideration, the resolution passed at the general meeting must be supported by at least two thirds of both the votes cast and the shares represented at the meeting. Certain majority requirements may also be inserted in the articles of association. 

The board of directors shall within six months of the resolution regarding an issue of warrants, notify the Swedish Companies Registration Office. No later than three months following the expiry of the warrant exercise period, the board shall make an application for registration of the number of shares which are subscribed for and fully paid up or the number of shares arising through the conversion in the Companies Register.

Regulatory approval may be necessary for certain issues of warrants for public companies whose shares are traded on a regulated market if the issue is directed to a wider group of potential investors according to the prospectus rules.

2.
Do option/warrant holders have any rights to participate in pre-emption 
provisions of shares?

No, only shareholders have a right to participate in pre-emption provisions of shares, unless it is specifically agreed between the option/warrant holders and the shareholders.

3.
Are options/warrants freely transferable (or are there, for instance, statutory 
pre-emption procedures)?

No, there are no statutory pre-emption procedures for warrants or options. 

However, where a subsidiary of a public company has issued shares, warrants or convertible instruments to another company within the same group with subscription rights, the company may not transfer the shares, warrants or convertible instruments to (i) members of the board of the issuing company or another undertaking within the same group, (ii) other employees of the issuing company or another company within the same group, (iii) persons related to (i) and (ii), or (iv) a legal person over which any of the above mentioned alone or together with any other person referred to, exercises a controlling influence unless a shareholders resolution supporting the decision is passed by not less than nine-tenths of both the shareholder votes and of the shares represented at the general meeting.
4.
Are there consequences of the warrants being held by people who are also 
shareholders of and lenders to the company?

Generally no, for private limited liability companies. 

Where a person, legal or natural, Swedish or foreign, acquires, for example, shares issued by a public company listed on a Swedish exchange, certain rules regarding declaration of an acquisition of shares apply. Swedish insider regulations are also applicable for shareholders of and lenders to a company which has insider information.

5.
Generally, is it possible (and if so, are there any adverse consequences) to formally agree/make provision in an agreement that shares, loans and warrants will only be transferable together and in set proportions?

Warrants and convertible instruments can be separable or non-separable. There is also the possibility to issue "naked warrants" without underlying conversion rights.
MANAGEMENT RIGHTS

1.
Do management shareholders have any special rights as such?

No.

MANDATORY SALES

1.
Can arrangements be put in place to force management to sell their shares when leaving their employment - if so, can this be at below fair value?

There are no rules in the legislation regulating this, however, this could be achieved by way of agreement between the parties which is very common.

[Please Note: In Sweden all companies shall within six months of the end of the every financial year hold an annual general meeting, at which the so called " mandatory matters" are dealt with. If the board or more than ten per cent of the shareholders deems it necessary to hold a general meeting before the next annual meeting they can convene an extraordinary general meeting. When the definition "general meeting" has been used in this document it refers to both extraordinary general meetings and annual general meetings.]
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