

Switzerland – Tax System Overview

	Characteristics
	Portfolio Content

	General

	Revenue authority
	Federal Tax Administration (Section V.C.) for federal withholding taxes (Verrechnungssteuern), federal stamp duties and VAT; supervisory authority for federal income tax. Federal income taxes and cantonal taxes are assessed by the cantonal tax authorities. 

	Type of tax system 
	Residents: Generally, worldwide system, other than with respect to the following income, which is exempt: (a) in the case of a corporation, income from a foreign permanent establishment (PE) or from foreign real estate (exemption with progression); and (b) in the case of an individual, income from a foreign PE, from an active sole proprietorship or partnership with a fixed place of business abroad, or from foreign real estate. (Corporations: Section V.D.3.b. and X.B.); Individuals: Section XII.C.1.)  

Nonresidents: Certain kinds of Swiss-source income. (Corporations: Section VII.D.; Individuals: Section XIII.A.))

	Residence 
	A company is tax resident in Switzerland if:
· It is incorporated in Switzerland; or
· The place of effective management and control of its business is in Switzerland. (Section VI.A.)

An individual is tax resident in Switzerland if:
· He or she has his or her center of vital interests in Switzerland; or
· He or she stays in Switzerland (ignoring brief absences) for either 30 days, in order to pursue gainful activity, or for 90 days, if no gainful activity is pursued. (Section XII.B.)

	Basic domestic nexus rule for foreign corporations 

	A company not resident in Switzerland is subject to Swiss taxation on: (i) income derived through a Swiss PE; (ii) income derived from a Swiss partnership; (iii) income from Swiss real estate; (iv) interest income on borrowing secured by secured by Swiss real estate; and (v) income from trading in or intermediation with respect to Swiss real estate." Section VII.B.) 

	Treaty network
	Switzerland has tax treaties with over 100 countries, including the United States, that largely follow the OECD Model Convention. (Sections XVIII.A. and B.)

MLI signatory: Yes. (Section XVIII.A.4.b.)

For the texts and status of Switzerland’s tax treaties, see International Tax Treaties.

	

	Corporations

	Corporate income tax rate

	The standard federal rate is a flat 8.5%, as augmented by tax levied by the cantons and (in some cases) municipalities, the rates of which vary. There is no federal tax on capital. (Section VI.E.) 

	Withholding tax rates on payments to non-resident companies not connected with a source country PE (or the domestic equivalent).
	Dividends: 35%, subject to full or partial refund where a tax treaty provides for a lower rate or exemption (Sections VII.B. – C. and Section XVIII.B.5.c.) 

Interest: 35% for interest on bank deposits and bonds, but 3% plus cantonal taxes for interest on a loan secured by a mortgage on Swiss-situs real property; interest on ordinary loans is exempt unless the loans are re-characterized as bond-like instruments. (Section VII.B. and Section XVIII.B.5.d.)  

Royalties: 0% (Section XVIII.B.5.e.)

For the rates of source country taxation applying under Switzerland’s domestic law and tax treaties and the context for their application, see the Withholding Tax Chart.

	Net operating losses carryback/forward
	Carryback: None. 

Carryforward: Up to seven years. (Section VI.D.15.)

	Restrictions on deductibility of interest expenses 
	Thin capitalization rules apply to related-party debt, subject to various safe harbor debt-to-equity ratios, but generally there are no deductibility limitations on debt borrowed from independent third parties. (Section VI.D.6.)

	Anti-hybrid mismatch rules
	No, but the participation deduction will not apply to payments under hybrid instruments or to distributions from transparent entities. (Section VI.C.5.b.)

	Incentives (major)
	· R&D: Yes. (Section IX.C.)
· Patent box: Yes. (Section IX.C.) 
· Enhanced depreciation/capital allowance: Yes. (Section VI.D.3.)
· Environmental: Yes. (Section V.B.2.f.)
· Other: Tax holidays for start-ups. (Section IX.B.)  

	Participation exemption (or similar regime) 
	Yes, participation relief for qualifying dividends. (Section II.B.2. – general, Sections VIII.B.1. and 2. – conversions/insertions, and Section VI.C.5.b. – participation deduction.)  

	Tax consolidation
	No, except for purposes of VAT. (Section IV.B.6.a.)

	M&A regime
	· Tax-free or tax-privileged transaction: Yes. (Sections VIII.A. and B.)  
· Stamp duty/share transfer taxes: Share deals involving Swiss securities dealers attract tax of 0.15% (Swiss securities) and 0.30% (foreign securities). (Section XV.A.)  
· Limitation on pre-deal NOL carryforwards: No. (Section VI.D.15.)


	OECD Pillars One and Two
	Switzerland has agreed to the Two Pillar Solution and has implemented a Pillar Two qualified domestic minimum top-up tax, effective as of January 1, 2024. (Section XVIII.C.)

	Controlled foreign company regime
	No.

	Transfer pricing regime
	Yes. (Section XVIII.B.4.d.) 

Country-by-country report: Yes. (Section XVIII.B.10.d.) 

See also Chapter 160 of 6970 T.M., Transfer Pricing: Rules and Practice in Selected Countries (Q–S). 

	General anti-avoidance rule
	Yes, but no GAAR as such. Switzerland applies a general anti-abuse of law rule unilaterally, including with respect to treaty law, as supported by case law. (Section XVIII.B.9.)

	Mandatory disclosure regime
	No, and nor does the EU’s DAC6 apply directly in Switzerland, but it may apply indirectly via Swiss intermediaries with operations, or that otherwise serve clients, in the EU. (Section XIX.A.2.)

	Foreign tax relief 
	Relief may be granted unilaterally: typically based on the exemption with progression method or by way of deduction; or under the terms of a tax treaty: by way of a credit. A tax-sparing credit may also be available. (Sections X.A. – general, B. – exemption, C. – credit, and D. – deduction; Section XVIII.A.1. – tax sparing.) 

	Individuals

	Personal income tax rates 
	Federal income tax is levied at graduated, progressive rates, as augmented by taxes at the cantonal and municipal levels, the rates for which also vary. The maximum federal tax rate is 11.5% on single individuals with net income over CHF 793,400 and married couples with net income over CHF 940,900. (Sections XII.C.3. and XIII.B.)

	Equity incentives
	Yes. (Section XII.C.1.c.)

	Foreign tax relief
	Yes. (Sections XII.A.4.)  

	Wealth tax/estate or inheritance taxes/gift tax
	· Wealth tax at the cantonal/communal levels. (Section XII.D.)
· Inheritance tax at the cantonal/communal levels. (Section XIV.A.)
· Gift tax at the cantonal/communal levels. (Section XIV.C.)

	Exit tax
	No. 

	Other Taxes

	VAT/GST/Sales tax
	The standard VAT rate is 8.1%, but a 2.6% rate applies to  necessities, and a special 3.8% rate to accommodation services. (Section XVI.A.)

Registration threshold: generally, all Swiss residents and nonresidents must register if carrying on an activity subject to VAT in Switzerland and generating at least CHF 100,000 in global turnover annually. (Section XVI.E.1.)

For further research, see also the VAT Navigator.

	Digital services tax 
	No, but VAT applies to the sale of digital products/services in Switzerland. 

	Local taxes 
	Corporate capital tax and property-related taxes. (Section VI.F. – capital tax; Sections XVII.A. – property tax, B. – real estate transfer tax, and C.– real estate capital gains.)

	Administrative

	Standard tax return filing dates 
	Corporations: usually, within six to nine months after the end of the calendar year (extensions until eleven months after or longer generally possible).

Individuals: usually, by March 31 after the end of the calendar year (extensions until end of November or longer generally possible). 
(Section V.C.2.a.)

	Limitations period for assessment
	· Up to five years from the end of the tax period, subject to interruption/extension, but restricted to a maximum period of 15 years;
· Up to 10 years where tax fraud or evasion is involved. 
(Section V.C.3.)

	Advance tax rulings 
	Yes. (Section V.B.4.)


      


	
	
	



