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Overview

1.1 What are the main trends/significant developments
in the project finance market in your jurisdiction?

The Swedish project finance market is to a large extent focused
on renewable energy – primarily onshore wind projects. The
onshore wind park financing market has been very busy over
the last couple of years in the wake of a booming build-out of
Swedish onshore wind capacity. Other types of project, such
as public infrastructure, have also been project-financed but,
historically, Sweden has been rather hesitant to project-finance
the construction of new infrastructure.
In recent years, a major public-private partnership (PPP)
project to construct a new hospital in Stockholm (Nya Karolinska)
has been the subject of severe criticism in the Swedish media and
has sparked a political debate due to what is perceived as too
high a cost. The debate over this project will likely result in
infrastructure PPP projects being difficult to arrange – at least
in the near future.
1.2 What are the most significant project financings
that have taken place in your jurisdiction in recent years?

Nya Karolinska is arguably the most notable project financing to
have taken place in recent years. Most other major project financings in Sweden have primarily been in relation to large onshore
windfarms but, in recent history, railway (Arlandabanan) and
bridge (Öresundsbron) projects have also been project-financed.

22

Security

2.1 Is it possible to give asset security by means of a
general security agreement or is an agreement required
in relation to each type of asset? Briefly, what is the
procedure?

In order for a security interest to be validly created under
Swedish law, there needs to be a binding agreement between
the party granting the security and the beneficiary of the security. The agreement must clearly identify the parties, the secured
obligation(s) and the asset(s) that is/are subject to the relevant
security. The agreement can be oral, as Swedish law recognises oral agreements, but, for obvious reasons, security agreements in project financings (and all other types of financings)
are always documented in written agreements.

Fredrik Eliasson

Security under Swedish law can be created in one global security agreement that covers all of the relevant asset classes subject
to security in the transaction. This is, however, not normally
done due to such documents becoming rather complex and voluminous. Instead, security under Swedish law is typically documented in one security agreement per asset class, such as shares,
contractual claims, real property, etc. In many instances, security over contractual claims is separated into separate security
agreements based on the nature of the contractual claim over
which security is taken. Security over claims under insurance
contracts, claims under hedging agreements and claims under
sale and purchase agreements are examples of contractual claims
commonly documented in their own security agreements.
2.2 Can security be taken over real property (land),
plant, machinery and equipment (e.g. pipeline, whether
underground or overground)? Briefly, what is the
procedure?

Swedish real property consists of land parcels that are registered
in the Swedish real property register with individual identifying
names (typically following the pattern “[municipality] [name]
[number]”). Real property can be owned or alternatively held
under a land lease (tomträtt). The real property or the land lease
(the plot) includes all land in the defined area, including the air
above it and the soil below it. Other than for three-dimensional
real properties (see the end of this paragraph), it is not legally
defined how high up in the air or how deep down in the earth a
plot stretches – the practical usability of the relevant plot sets the
limits. Anything more permanently attached to the plot by the
owner/holder of that plot will become part of that plot and will
be included in any security over it. There is an exemption for
industrial equipment that can be excluded from forming part of
the real property if this is registered in the real property register.
In recent years, it has also been made possible to create so-called
three-dimensional real properties where, e.g., the bottom part of
a structure is one real property and the top part of that structure
is another real property.
In relation to both types of property (real property and land
leases), the way to create security over the relevant plot is by
way of hypothecary security, with mortgage certificates being
pledged to the secured party. Each mortgage certificate has a
defined face amount and order of priority following the date of
issue. A mortgage certificate is created after an application by
the owner/holder of the relevant plot is made to the Swedish
Land and Cadastral Authority (Lantmäteriet). The issuance of
a real property mortgage certificate triggers a stamp duty to be
paid in an amount equal to 2% of its face value. There is also an
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administrative fee charged for the issuance of each certificate;
currently 375 Swedish kronor. Once issued, a mortgage certificate can be pledged an unlimited number of times and there
is no need to apply for a new mortgage certificate if the aggregate amount of the existing mortgage certificates is sufficient
to create security for the relevant secured liability in question.
The value to which a mortgage certificate entitles the mortgagee is 115% of the face amount of that mortgage certificate.
This amount will be paid from the proceeds of an executive
sale of the relevant plot. The proceeds from the enforcement
sale (after a deduction of enforcement costs) remaining after all
mortgagees have had their secured claims paid in full (or to the
maximum amount of any claims available under the respective
mortgage security) will be paid to the relevant owner/holder of
the plot (the mortgagor).
In most project finance transactions, the project is not operated on land owned by the project company. Land used for the
project is typically held under a site leasehold (arrende). Assets
constructed on any land held under a site leasehold will not
become part of any real property, and therefore cannot form
part of the basis for a real property mortgage. If the project
is not located on land which is owned by the project company,
a real property mortgage cannot be used as security in the
financing. The typical way in which security is created over
assets constructed by the project company on a site leasehold
is therefore by way of a security assignment, whereby the relevant project assets are acquired by the secured party for security
purposes and subsequently leased back to the project company
for the duration of the security period. The reason for this is
that the perfection requirements for security assignments of
constructions on leased property are easier to comply with than
if the assets were subject to a Swedish law pledge.
2.3 Can security be taken over receivables where the
chargor is free to collect the receivables in the absence
of a default and the debtors are not notified of the
security? Briefly, what is the procedure?

Yes, but this will result in the security not being duly perfected in
accordance with Swedish law. Under Swedish law, security over
a receivable is typically created by way of a pledge. In order to
duly perfect a pledge over a receivable, the pledgee must notify
the underlying debtor under the receivable of the pledge and
procure that the pledgor is cut off from being able to dispose of
the pledged receivable (which, among other things, includes the
collection of payment and making of amendments to the terms
of the receivable).
It is generally believed that a pledge agreement can be structured in such a manner as to allow the pledgor to continue to
collect the pledged receivable(s) without compromising the
perfection of the pledge. However, this conclusion is based on
an analogy from a Supreme Court precedent in a related legal
matter, and the position in relation to pledged receivables has
not been confirmed by any Supreme Court precedent.
2.4 Can security be taken over cash deposited in bank
accounts? Briefly, what is the procedure?

Yes. Security over cash deposited in a bank account is typically
created by way of a pledge. In order to protect the pledge from
the pledgor’s other creditors (or bankruptcy of the pledgor),
the pledgor must notify the account bank of the pledge and the
pledgor must be cut off from the ability to dispose of or require
payments from the account(s) subject to the pledge.

2.5 Can security be taken over shares in companies
incorporated in your jurisdiction? Are the shares in
certificated form? Briefly, what is the procedure?

There are three types of company under Swedish law – limited
companies (aktiebolag), limited partnerships (kommanditbolag)
and general partnerships (handelsbolag). Security can be created
over interests in all three forms of company. However, Swedish
project financings have almost exclusively used the limited
company form.
Security over interests in a limited or general partnership is
typically created by way of a pledge. Limited and general partnerships do not issue certificates representing their membership
interests. Therefore, perfection of security over such interests is
achieved by notifying the relevant limited or general partnership
(as applicable) of the security interest. In practice, this means
notifying the other members of the relevant limited or general
partnership (as applicable).
Security over shares in limited companies is typically created
by way of a pledge. Limited companies generally issue share
certificates representing the shares in the limited company.
Perfection of a pledge over shares represented by a share certificate is achieved by physically handing over the relevant share
certificate to the secured party. While obtaining a security
interest over shares technically does not require a share certificate to be issued, legal uncertainties regarding perfection
requirements for shares not represented by a share certificate
effectively mean that a share certificate has to be issued.
In a project financing, if a limited company does not have
any share certificates issued, a share certificate representing the
shares will be issued no later than on financial close. As a means
of facilitating the enforcement of the pledge, the share certificates are also generally endorsed in blank by the pledgor.
2.6 What are the notarisation, registration, stamp duty
and other fees (whether related to property value or
otherwise) in relation to security over different types of
assets (in particular, shares, real estate, receivables and
chattels)?

There are no notarisation requirements in relation to contracts
or agreements in Sweden.
Stamp duty is payable on the issuance of new real property
mortgage certificates, and currently amounts to 2% of the face
amount of the relevant real property mortgage certificate. In
addition, an administrative fee is charged for each certificate
issued; currently 375 Swedish kronor.
Stamp duty is also payable on the issuance of new business
mortgage certificates, and currently amounts to 1% of the
face amount of the relevant business mortgage certificate. In
addition, an administrative fee is charged for each certificate
issued; currently 570 Swedish kronor. A business mortgage is
something akin to a floating charge, but generally only creates
a priority right in a bankruptcy of the company over which
the business mortgage certificate is issued. A business mortgage cannot be crystallised in the same way as, for example,
an English-law floating charge. For this reason, as well as the
unbalanced cost/benefit analysis in relation to that type of security (due to the stamp duty on new business mortgage certificates), a business mortgage is generally not used in Swedish
project financing transactions.
There are no fees or stamp duties payable in relation to the
creation of security over any receivables or shares.
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2.7 Do the filing, notification or registration
requirements in relation to security over different
types of assets involve a significant amount of time or
expense?

No, they do not.
2.8 Are any regulatory or similar consents required
with respect to the creation of security over real property
(land), plant, machinery and equipment (e.g. pipeline,
whether underground or overground), etc.?

No, they are not.

32

Security Trustee

3.1 Regardless of whether your jurisdiction recognises
the concept of a “trust”, will it recognise the role of a
security trustee or agent and allow the security trustee
or agent (rather than each lender acting separately) to
enforce the security and to apply the proceeds from the
security to the claims of all the lenders?

Swedish law does not recognise the concept of a trust. However,
the security agent concept is commonly used in financings in the
Swedish market. A security agent in a Swedish project financing
is generally entrusted with enforcing the security if needed and
applying any proceeds from the security to the claims of all
lenders in accordance with the principles agreed in the relevant
intercreditor agreement.
The role and powers of the security agent are generally set out
in the facilities agreement or in a separate intercreditor agreement, in which the lenders authorise the security agent to act on
their behalf. A security agent appointed under Swedish law will
act on behalf of the secured creditors under a Swedish power of
attorney from the secured parties.
3.2 If a security trust is not recognised in your
jurisdiction, is an alternative mechanism available (such
as a parallel debt or joint and several creditor status) to
achieve the effect referred to above which would allow
one party (either the security trustee or the facility
agent) to enforce claims on behalf of all the lenders
so that individual lenders do not need to enforce their
security separately?

Yes, Swedish law recognises the concept of a security agent; see
question 3.1 above. Provided the security agent has been validly
authorised by way of a power of attorney or any other way which
creates an agency position under applicable law, the security
agent can enforce claims on behalf of other lenders in Sweden.

42

Enforcement of Security

4.1 Are there any significant restrictions which may
impact the timing and value of enforcement, such as
(a) a requirement for a public auction or the availability
of court blocking procedures to other creditors/the
company (or its trustee in bankruptcy/liquidator), or (b)
(in respect of regulated assets) regulatory consents?

A party holding the benefit of Swedish law security has a fiduciary duty towards the pledgor/mortgagor to realise a fair
market value for the relevant asset over which the security is
created under the relevant circumstances. The fiduciary duty

also includes an obligation to account for the proceeds obtained
from the enforcement of the security. The secured party is
allowed a fair amount of discretion in respect of realising the
fair market value of the asset, which increases if the sale needs
to be concluded rapidly in order to avoid substantial losses for
the secured party.
An enforcement sale is typically structured as an auction sale
of some form. A real property mortgage can, however, only be
enforced against the mortgagor through a public sale administered by the Swedish Enforcement Agency (Kronfogdemyndigheten).
If the mortgagor is declared to be in bankruptcy, the bankruptcy
receiver may allow a mortgagee to arrange for a private sale in
certain circumstances. The Enforcement Agency process is
generally efficient. It may, however, take some time to get an
execution title if it is required to litigate the claim under the
facility agreement first.
Security over shares is typically enforced through a process
similar to a controlled auction, where there needs to be a reasonable invitation process in terms of information provided, timing
and potential purchasers invited in order for the secured party to
fulfil its fiduciary duty to the pledgor. This process is usually quite
efficient, provided that the right preparations have been made.
Security over contractual claims may be enforced in the same
way as described above in respect of security over shares, but is
normally enforced through the pledgee collecting any payments
due from the relevant receivable over which the security is granted,
as it is difficult to successfully sell receivables in an enforcement
sale.
In line with the fiduciary duty to realise a fair market value
for a pledged asset in connection with an enforcement of security, there is also a legal prohibition against forfeiture of security ( förfallopant). This means that a secured party cannot just
assume ownership of the pledged asset. As a result of this prohibition, there is some debate regarding whether a secured party
can or cannot buy an asset which is being sold in an enforcement sale. The general belief in the market is, however, that this
is possible if the purchase is made in fair competition with the
other potential purchasers of the asset.
4.2 Do restrictions apply to foreign investors or
creditors in the event of foreclosure on the project and
related companies?

No, there are no such restrictions.

52 Bankruptcy and Restructuring
Proceedings
5.1 How does a bankruptcy proceeding in respect of
the project company affect the ability of a project lender
to enforce its rights as a secured party over the security?

When a Swedish entity is declared to be in bankruptcy, all of
its assets are automatically taken over by a bankruptcy estate
(konkursbo), which is managed by a bankruptcy receiver (konkursförvaltare). Perfected security will not be affected by this and it
will be possible to enforce the security against the bankruptcy
estate. There are certain rules regarding security over real property owned by an entity in bankruptcy and security over shares
in subsidiaries to the bankrupt entity. These rules may result
in the bankruptcy receiver being entitled to manage the sale
process without the involvement of the pledgee.
A sale may also possibly be delayed if the asset is deemed to be
fundamental to the bankruptcy estate’s continuation of the business of the bankrupt company. A bankruptcy estate continuing
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the business for any longer period after the bankruptcy is rare
and can only happen if this is deemed to be in the best interests of all creditors, i.e. there can be a higher recovery rate with
the continued business than without it. Bankruptcy receivers
are usually positive towards secured parties that are willing to
assist in the sale of the pledged assets, as professional lenders
are likely to be better at finding suitable purchasers than a bankruptcy receiver is.
5.2 Are there any preference periods, clawback rights
or other preferential creditors’ rights (e.g. tax debts,
employees’ claims) with respect to the security?

Yes, there are clawback rights set out in the Swedish Bankruptcy
Code (Konkurslag (1987:672)); typically, only clawback in relation
to new security for existing debt may become relevant in project
finance transactions. Delayed perfection over security, which
is quite common in relation to, for example, bank accounts and
certain contractual claims, will from a clawback perspective
create a situation where the relevant security is not deemed to be
granted until the perfection is properly performed. That security will thus be seen as new security for existing debt, although
the security was granted at financial close (but without due
perfection being achieved). The hardening period for new security for existing debt will typically be three months (two years if
the parties are related).
In addition to the abovementioned clawback provision, there
are also clawback provisions dealing with fraudulent conveyance
of security, payments made in unusually large sums or before
the due date, creation of set-off rights, etc. These provisions are
rarely relevant in project financings.
There are no types of claim that would have any priority over
claims secured by asset security. There are claims that have a
general preferential right, i.e. ranking behind debt secured by
asset security but before unsecured claims. These relate to,
for example, costs for accounting services and claims based on
employment contracts (for claims regarding salaries that are due
when the bankruptcy is opened and one month from that date).
5.3 Are there any entities that are excluded from
bankruptcy proceedings and, if so, what is the applicable
legislation?

Yes, financial institutions that fall within the European Union
(EU) rules for resolution under Regulation (EU) No 806/2014
establishing uniform rules and a uniform procedure for the
resolution of credit institutions and certain investment firms in
the framework of a Single Resolution Mechanism and a Single
Resolution Fund cannot be declared to be in bankruptcy.
5.4 Are there any processes other than court
proceedings that are available to a creditor to seize the
assets of the project company in an enforcement?

Yes, a creditor can, in accordance with the rules in the Swedish
Enforcement Code (Utsökningsbalk (1981:774)), obtain an attachment order (utmätning) from a court, whereby the creditor may
be granted a secured position in relation to certain assets. Any
asset that is already subject to perfected security to another creditor will be protected from any attachment order.

5.5 Are there any processes other than formal
insolvency proceedings that are available to a project
company to achieve a restructuring of its debts and/or
cramdown of dissenting creditors?

A Swedish company that, due to over-indebtedness, will have
difficulties paying its debts may apply to initiate a company reorganisation procedure ( företagsrekonstruktion). The purpose of a
Swedish company reorganisation is to protect the company from
enforcement measures from its creditors for a limited period
and to arrange for a composition with its creditors so that it
can continue its business with a more sustainable debt situation.
Liabilities with asset security will not be included in any composition achieved in a Swedish company reorganisation. For this
reason, it will not be possible in practice to undertake a company
reorganisation procedure in a project financing, as the procedure does not function when the claims of most major creditors
are secured by asset security.
There is currently a draft of a new Company Reorganisation
Act making its way through the legislative process. The new
act will implement Directive (EU) 2019/1023 on restructuring
and insolvency, and overhauls the current company reorganisation procedure. Under the draft Act, creditors, administrators and debtors are provided with new tools within the scope
of a company reorganisation procedure including, among other
things: directly enforceable debt-to-equity swaps; an ability to
alter the terms and conditions of the agreements and claims of
secured creditors; voting classes in the reorganisation procedure
(where the concerned parties will be placed into voting classes
determined by the criteria of similar interest); the possibility of
cross-class cramdowns; and an extraordinary termination right
for long-term agreements. The new Company Reorganisation
Act is expected to enter into force on 1 July 2022 and may
become an attractive option for creditors and sponsors looking
to restructure the debts of a project company and/or cramdown
any dissenting creditors within the scope of a project financing.
5.6 Please briefly describe the liabilities of directors
(if any) for continuing to trade whilst a company is in
financial difficulties in your jurisdiction.

There are rules for director liability for the non-payment of taxes.
If it is suspected that a Swedish limited company may be
balance sheet insolvent (as defined in the Swedish Companies
Act), the directors may become liable for future liabilities of the
company if they do not perform the duties set out in the Swedish
Companies Act.
Directors are under a duty to keep themselves informed of
the business and operations of the relevant company. They
may become personally liable if they are passive. An individual
director who has been active to a sufficient degree may avoid
liability if she or he has entered a protest against a decision, or it
is shown that the director received incorrect information.
Finally, the continued trading by a company that is insolvent
may trigger criminal liability for the board of directors in certain
circumstances.

62 Foreign Investment and Ownership
Restrictions
6.1 Are there any restrictions, controls, fees and/or
taxes on foreign ownership of a project company?

There are no specific ownership restrictions, fees or taxes applying
to foreign owners of a project company incorporated in Sweden.
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In relation to control of ownership of Swedish companies, the
Swedish Parliament has adopted legislation which may impact
foreign investments.
On 1 November 2020, new legislation entered into force
which complements Regulation (EU) 2019/452 of the European
Parliament and of the Council establishing a framework for
screening of foreign direct investments into the Union. Under
the new law, the Swedish Inspectorate of Strategic Products is
designated as the point of contact in accordance with the regulation. As point of contact, the authority will have the power
to order foreign investors or relevant Swedish companies to
provide information necessary to reduce the risk of foreign
direct investments affecting national security and public order.
On 1 January 2021, an amendment of the Swedish Security
Act (Säkerhetsskyddslag (2018:585)) entered into force. The
amended Act covers a broad range of sectors and affects both
Swedish and foreign investors who are contemplating investing
in (or divesting themselves of ) “activities of importance for
Sweden’s national security”. The amended Act makes it mandatory for affected parties to engage in a security assessment and
consultation process, and the relevant consultation authority
is authorised to issue injunctions against the parties and, ultimately, prohibit disposals or transfers of ownership. This right
also applies if consultation has not been undertaken; in such
case, the authority can, at any time, declare the transaction to
have been null and void from the outset.
6.2 Are there any bilateral investment treaties (or other
international treaties) that would provide protection from
such restrictions?

No, there are not.
6.3 What laws exist regarding the nationalisation or
expropriation of project companies and assets? Are any
forms of investment specially protected?

The property rights of private individuals and companies are
protected by the Swedish constitution. Property rights are also
protected by the European Convention on Human Rights,
which holds a quasi-constitutional status under Swedish law.
Expropriation is further regulated by the Expropriation Act
(Expropriationslag (1972:719)). Only real property may be expropriated, and it may only be expropriated by the Swedish State or
a municipality (kommun).
Expropriation is only permitted if the purpose for which the
expropriation is made holds such an important interest for the
Swedish State or relevant municipality that it clearly outweighs
the detriments caused to the owner by the expropriation being
permitted. If any real estate is expropriated, the owner in question is entitled to compensation totalling 125% of the market
value of the real property.

72

Government Approvals/Restrictions

7.1 What are the relevant government agencies or
departments with authority over projects in the typical
project sectors?

In many project financing transactions there will be a need
for the project to hold an environmental permit. The Swedish
Environmental Code (Miljöbalk (1998:808)) sets out that an

environmental permit is required to carry out any environmentally hazardous activity in Sweden. An environmental permit is
applied for at the local County Administrative Board (Länsstyrelsen)
or obtained in the form of a court ruling from the Land and
Environmental Court, depending on the type of permit required.
Exemptions from other regulations, such as shoreline protection
(strandskydd ), may also be required. A decision or ruling regarding
an application for an environmental permit, whether it be in relation to a rejection of the application or a qualification that is undesired, can be appealed and tried in the Swedish court system.
In projects including power production and transmission,
the requirements to hold a concession (a grid operating licence)
under the Swedish Electricity Act (Ellag (1997:857)) will need to be
considered. Concession applications (and applications regarding
exemptions from concession requirements for intra-production
site grids) are handled by the Swedish Energy Markets Inspectorate
(Energimarknadsinspektionen). A decision by such Inspectorate to
reject an application for concession or exemption from the concession requirement can be appealed and tried in the Swedish court
system.
Constructions on project sites will, with certain exemptions,
need to be covered by a building permit under the Swedish
Planning and Construction Act (Plan- och bygglag (2010:900)).
Building permit applications are handled by the local municipality (kommun). A decision by a municipality to reject an application for, or to attach qualifications to, a building permit in a
way which the applicant is not satisfied with can be appealed and
tried in the Swedish court system.
7.2 Must any of the financing or project documents
be registered or filed with any government authority or
otherwise comply with legal formalities to be valid or
enforceable?

No, there is no such requirement.
7.3 Does ownership of land, natural resources or a
pipeline, or undertaking the business of ownership or
operation of such assets, require a licence (and if so, can
such a licence be held by a foreign entity)?

No, it does not.
7.4 Are there any royalties, restrictions, fees and/
or taxes payable on the extraction or export of natural
resources?

No, there are not.
7.5 Are there any restrictions, controls, fees and/or
taxes on foreign currency exchange?

No. However, certain financial institutions are obliged to report
certain cross-border payments to the Swedish National Bank.
7.6 Are there any restrictions, controls, fees and/
or taxes on the remittance and repatriation of
investment returns or loan payments to parties in other
jurisdictions?

No, there are not.
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102 Equipment Import Restrictions

7.7 Can project companies establish and maintain
onshore foreign currency accounts and/or offshore
accounts in other jurisdictions?

Yes, assuming that this is possible under the laws of the foreign
jurisdiction.
7.8 Is there any restriction (under corporate law,
exchange control, other law or binding governmental
practice or binding contract) on the payment of
dividends from a project company to its parent company
where the parent is incorporated in your jurisdiction or
abroad?

No, there is not.
7.9 Are there any material environmental, health and
safety laws or regulations that would impact upon a
project financing and which governmental authorities
administer those laws or regulations?

To the extent that any such equipment is sourced from another
EU/EEA Member State, such equipment may be freely imported
into Sweden without any restrictions, controls, fees and/or taxes
under the rules on the free movement of goods within the EU/
EEA. Certain types of hazardous goods may be subject to environmental or public health restrictions.
In relation to goods imported from countries outside of the
EU/EEA, customs duties will be levied on the imported goods
and an import permit may be required.
10.2 If so, what import duties are payable and are
exceptions available?

Please see question 10.1 above.

Please see the response to question 7.1.

112 Force Majeure

7.10 Is there any specific legal/statutory framework for
procurement by project companies?

If a project company owns or operates a power grid, which is
subject to a concession to operate that grid, the project company
would generally be obligated to comply with the Swedish rules
on public procurement in relation to sourcing of equipment for
the construction of its grid. Note that under Swedish law, a
power-producing company may not own and operate a power
grid or a power line that is subject to a concession.

82

10.1 Are there any restrictions, controls, fees and/or
taxes on importing project equipment or equipment used
by construction contractors?

Foreign Insurance

8.1 Are there any restrictions, controls, fees and/or
taxes on insurance policies over project assets provided
or guaranteed by foreign insurance companies?

11.1 Are force majeure exclusions available and
enforceable?

Generally, yes. Swedish law may, however, limit the enforceability of contractual rights that create unreasonable results in a
specific case, which may (at least in theory) limit the enforceability of a force majeure clause in any given case.

122 Corrupt Practices
12.1 Are there any rules prohibiting corrupt business
practices and bribery (particularly any rules targeting the
projects sector)? What are the applicable civil or criminal
penalties?

No, they are not.

Yes, the Swedish Penal Code (Brottsbalk (1962:700)) contains
rules that prohibit corrupt business practices and bribery. The
penalties range from fines to several years of imprisonment. In
certain situations, a company may also become subject to penalties due to the criminal actions of its senior management or
employees. The Swedish Financial Supervisory Authority may
also levy civil penalties against companies and individuals for
certain types of financial misconduct.

92

132 Applicable Law

No, there are not.
8.2 Are insurance policies over project assets payable
to foreign (secured) creditors?

Foreign Employee Restrictions

9.1 Are there any restrictions on foreign workers,
technicians, engineers or executives being employed by
a project company?

To the extent that any such persons are citizens or residents of
other EU or European Economic Area (EEA) Member States,
these persons are free to work in Sweden under the rules on
the free movement of services within the EU/EEA. In relation
to citizens of countries outside of the EU/EEA, residence and
work permits are normally required.

13.1 What law typically governs project agreements?

Project agreements are generally governed by Swedish or
English law.
13.2 What law typically governs financing agreements?

Financing agreements are usually subject to Swedish, English,
German or Dutch law.
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13.3 What matters are typically governed by domestic
law?

Domestic law typically governs project documents, security agreements and direct agreements in relation to project documents.

142 Jurisdiction and Waiver of Immunity
14.1 Is a party’s submission to a foreign jurisdiction and
waiver of immunity legally binding and enforceable?

Yes, it is.

152 International Arbitration
15.1 Are contractual provisions requiring submission of
disputes to international arbitration and arbitral awards
recognised by local courts?

Yes, Sweden has ratified the New York Arbitration Convention,
and a foreign law arbitration award will be recognised under
the conditions set out in the Swedish Act on Arbitration (Lag
(1999:116) om skiljeförfarande).
15.2 Is your jurisdiction a contracting state to the New
York Convention or other prominent dispute resolution
conventions?

Yes, it is.
15.3 Are any types of disputes not arbitrable under local
law?

Virtually all contractual matters between companies are arbitrable under Swedish law. Disputes involving rights, licences,
contracts and other types of decisions by government authorities generally cannot be settled through arbitration. In certain
situations, a declaratory judgment may be necessary to give
effect to an arbitral award.
15.4 Are any types of disputes subject to mandatory
domestic arbitration proceedings?

As a general rule, no. The types of disputes subject to mandatory domestic arbitration are very unlikely to occur within the
context of a project finance transaction.

162 Change of Law / Political Risk
16.1 Has there been any call for political risk protections
such as direct agreements with central government or
political risk guarantees?

Not that we are aware of.

172 Tax
17.1 Are there any requirements to deduct or withhold
tax from (a) interest payable on loans made to domestic
or foreign lenders, or (b) the proceeds of a claim under a
guarantee or the proceeds of enforcing security?

As a general rule, no. There are exemptions in relation to
interest payments to individuals or estates of deceased individuals in certain circumstances.
17.2 What tax incentives or other incentives are
provided preferentially to foreign investors or creditors?
What taxes apply to foreign investments, loans,
mortgages or other security documents, either for the
purposes of effectiveness or registration?

There are no such incentives or taxes.

182 Other Matters
18.1 Are there any other material considerations which
should be taken into account by either equity investors
or lenders when participating in project financings in
your jurisdiction?

For a number of years, there have been restrictions on the ability
of Swedish companies to deduct costs for interest expenses if the
interest is paid to a related party. These restrictions may result
in an investment in a Swedish company being more favourable
to do by way of equity rather than shareholder loans. The way in
which the investment is to be structured should be analysed in
detail, with the assistance of tax advisors.
18.2 Are there any legal impositions to project
companies issuing bonds or similar capital market
instruments? Please briefly describe the local legal
and regulatory requirements for the issuance of capital
market instruments.

The only applicable restriction against a project company issuing
bonds or similar capital market instruments is that the project
company must be organised as a public limited company. A
public limited company requires a higher registered share capital
as compared to a private limited company, which otherwise is the
typical form of a project company. The share capital required
for a private limited company is 25,000 Swedish kronor, whereas
for a public limited company it is 500,000 Swedish kronor.
The issuance of bonds and other capital market instruments is primarily regulated by the EU Prospectus Regulation
(Regulation (EU) 2017/1129 of the European Parliament and
of the Council on the prospectus to be published when securities are offered to the public or admitted to trading on a regulated market).

192 Islamic Finance
19.1 Explain how Istina’a, Ijarah, Wakala and Murabaha
instruments might be used in the structuring of an
Islamic project financing in your jurisdiction.

To our knowledge, there have not been any Islamic financings
made in the Swedish project financing market. We know of a
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few Swedish real property financings which have been structured as Islamic-compliant financings. All of these financings
have been transactions run out of London with Swedish law
security and have been structured to rely on Murabaha instruments. As there is generally freedom of contract in Sweden,
it is theoretically possible to use any Islamic finance-compliant
structure in a project financing in Sweden.
19.2 In what circumstances may Shari’ah law become
the governing law of a contract or a dispute? Have there
been any recent notable cases on jurisdictional issues,
the applicability of Shari’ah or the conflict of Shari’ah and
local law relevant to the finance sector?

There is no case law in the commercial law field dealing with
the recognition of Shari’ah law, but there are a few cases in relation to family law where the parties have been individuals rather

than businesses. Our assessment is that a Shari’ah choice of law
would not be recognised under Swedish law. However, the election of the laws of a jurisdiction which incorporates Shari’ah law
will be recognised, provided that the relevant laws of that jurisdiction do not include any provisions that Swedish law would
deem to be contrary to public policy (ordre public) or mandatory
Swedish law.
19.3 Could the inclusion of an interest payment
obligation in a loan agreement affect its validity and/
or enforceability in your jurisdiction? If so, what steps
could be taken to mitigate this risk?

Generally, no. The exception to this rule is if the interest rate
would be so high that it is deemed to be contrary to Swedish
usury law.
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Jesper Johansson is a partner in the firm’s banking and finance group and divides his time between acquisition financing, real property
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The firm’s heritage dates back to 1918 but it took the name Cirio in 2019
to mark the beginning of a new era of business law practice in Sweden.
With a passion for progressive business and transactions, we have evolved
specialised competence within such areas as renewable energy, life
sciences and artificial intelligence. The name Cirio holds the promise of
continued advancement in the provision of legal services at the highest
level, where we aim to be not just an exceptional legal advisor, but also
a trusted business partner to our clients. The firm consists of around
90 fee earners and 130 employees in total. We have a strong focus on
providing transactional advice, particularly in relation to the development
and financing of renewable energy and infrastructure projects and M&A
transactions linked to this area.
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