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It is not considered possible for a municipality to be declared bankrupt. 
 
E.A. applied to the Oskarshamn District Court to have the Municipality of Hultsfred 
declared bankrupt. As the basis for his claim, he cited receivables totalling SEK 
335,000 for which he had unsuccessfully sought payment from the municipality over a 
period of three years. 
 
The Oskarshamn District Court (9 June 1994, Assistant Judge Ove Nilsson presiding) 
rejected the application citing the following: Chapter 11, Section 7 of the Swedish 
Constitution Act asserts, among other things, that “Within the Kingdom of Sweden, 
local government authorities consist of primary municipalities and county councils. 
The power of decision in these local government authorities is exerted by elected 
bodies.” It is further asserted in Chapter 8, Section 5 of the Constitution Act, that “the 
basis for the division of the Kingdom into local government authorities and the basis 
for the organisation and forms of activity of the local government authorities and for 
local taxation are established in law.” 
 
From the above, it is evident that the local government authorities’ existence and form 
of administration are strongly protected by the Swedish constitution. Consequently, it 
is not possible, through bankruptcy procedures, to disregard the democratic process by 
replacing the council duly elected by the residents of the municipality with a 
bankruptcy trustee appointed by the Court. Nor is it possible, by means of a 
bankruptcy ruling and subsequent winding-up of the municipality, to impinge upon the 
division into local government authorities established in law and supported by the 
Constitution Act. 
 
Since, according to the assessment by the District Court, it is not possible to declare a 
municipality bankrupt, E.A.’s application cannot be accepted for consideration by the 
Court. 
 
E.A. objected to the Court’s ruling, citing, among other aspects, that the Constitution 
Act does not address the issue of whether it is possible to declare a municipality 
bankrupt or not. 
 
The Göta Court of Appeal (9 June 1994, Judges of Appeal Lennart Thorelli, Johan 
Stenberg [reporting judge] and Björn Karlsson presiding) disallowed the objections, 
citing that: 
 
The issue of whether a municipality can be declared bankrupt or not is not regulated 
explicitly in law. It is, however, a general perception within the doctrine (see e.g. 
Paulsson et al.: The New Local Government Act, page 288) that a municipality cannot 
be declared bankrupt for the reasons explained by the District Court. The Court of 
Appeal reached the same conclusion as the District Court. Regardless of whether the 
Municipality of Hultsfred is insolvent or not, E.A.’s application cannot therefore be 
accepted for consideration. The objections are therefore disallowed.  
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Text Box
Translation of a court case from the Swedish court of appeal. The court of appeal is generally the second instance on issues relating to judicial issues that have already been dealt with by a district court.
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Enquiry regarding Kommuninvest i Sverige AB’s bond programme 
 
With reference to your letter of 27 April 2010 regarding Kommuninvest i Sverige AB’s 
(Kommuninvest) bond programme, Finansinspektionen (the Swedish Financial 
Supervisory Authority) responds as follows: Finansinspektionen has previously 
received and responded to equivalent enquiries from Kommuninvest’s Chief Legal 
Officer Ulf Jivmark. No changes have taken place in the legislation having a bearing on 
inansinspektionen’s previous responses, with the effect that those responses remain F
valid. 
 
egarding the issue of risk‐weighting, we refer you to Finansinspektionen’s response in R
correspondence with reference number 08‐10229, see Attachment 1. 
 
Finansinspektionen can confirm that securities issued by Kommuninvest may, applying 
Chapter 5 of the Swedish Investment Funds Act (2004:46), be considered guaranteed by 
a Swedish municipality or county council and are consequently treated in the same way 
as securities issued or guaranteed by a government or central or local government 
uthority in an EES country (se previous response from Fredrik Westin on 5 March 2010 a
in correspondence with reference number 10‐413). 
 
Finansinspektionen can further confirm that a bond or other debt instrument issued by 
Kommuninvest may, applying Chapter 7 of the Insurance Companies Act (1982:713), be 
considered a bond or other debt instrument for which a Swedish municipality or 
equivalent public body is responsible and is therefore treated in the same way as a bond 
r other debt instrument for which the Swedish government is responsible (see 

onse from Joakim Fick on 7 January 2010). 
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