
On 28 September 2018, the Swiss Federal Parli-
ament adopted the tax reform known as Tax Pro-
posal 17 (TP 17) or Federal Act on Tax Reform and 
AHV Financing (TRAF). Amongst others, the aim of 
this tax reform is to guarantee the international 
acceptance of Swiss corporate taxation and thus 
the tax reform includes the abolition of canto-
nal tax privileges for holding, domicile and mixed 
companies. However, the tax reform also contains 
various measures, which ensure the tax attracti-
veness of Switzerland as a business location. 

Please find a short overview of the key elements of 
the tax reform below:

1. Abolition of existing privileged cantonal tax 
regimes: On a cantonal level, tax privileges for 
holding companies, domicile companies and 
mixed companies are to be terminated since 
these special tax regimes are no longer ac-
cepted internationally. Over-taxation will be 
avoided through a temporary special rate so-
lution with a reduced tax rate during a 5-year 
transition period applicable on the realization 
of hidden reserves that were generated under 
a privileged tax regime. On a federal level, the 
profit allocation practices for principal com-
panies and Swiss finance branches are to be 
repealed.  

2. Introduction of a patent box regime: On a can-
tonal level, a patent box regime in accordance 
with the OECD standard is to be introduced. 
The proportion of income from domestic and 
foreign patents and similar rights - to the ex-
tent it is based on qualifying research and 
development expenses (R&D) - is to be taxed 
separately with a maximum reduction of 90%. 

Swiss Corporate Tax Reform (TRAF)

Cantons can opt for a lower reduction than 
90%. The introduction of the patent box is very 
advantageous for research-intensive industry.  

3. Introduction of R&D super-deduction: The 
cantons are given the opportunity to grant an 
additional deduction of no more than 50% on 
qualifying Swiss-sourced research and de-
velopment (R&D) incurred expenses. Qualifying 
R&D expenditures are the personnel expenses 
for R&D, plus a flat-rate surcharge of 35% and 
also 80% of R&D expenditures incurred for 
domestic R&D carried out by third parties or 
group companies. 

4. Introduction of Notional Interest Deduction 
(NID) / Deduction for secure financing: Optio-
nally, at a cantonal level for cantons with high 
tax rates (according to the current intentions 
of the cantonal governments, only the Canton 
of Zurich would fulfil the criteria to introduce 
this measure) cantons may introduce a noti-
onal interest deduction on excess equity. The 
NID rate on the excess equity will be based on 
the 10-year Swiss government bond rate. To 
the extent that it relates to intercompany lo-
ans, an arm’s length rate can be applied. 

5. Increase of partial taxation of dividend inco-
me of individual shareholders: The ratio of di-
vidend income from qualifying participations 
(at least 10%) of individual investment holders 
subject to taxation shall increase to 70% at fe-
deral level and at least 50% at cantonal level. 

6. Reduction of capital tax base: Optionally, at 
a cantonal level, cantons will be able to re-
duce the cantonal capital tax, to the extent the 
taxable capital is attributable to patents, simi-
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lar rights participations or intra-group loans.

7. Maximum relief limitation: The cantons will be 
obliged to introduce a limitation of 70% for the 
combined tax relief for the Patent box, R&D su-
per deduction, notional interest deduction and 
depreciations from a step-up of hidden reser-
ves due to an early status change of a holding, 
domicile or mixed company. The cantons can 
opt for a lower maximum than 70%. 

8. Reduction of corporate income tax rate: Due 
to the abolition of existing privileged tax regi-
mes on a cantonal level, various cantons will 
reduce their profit tax rates. It is expected that 
the majority of the Swiss cantons will provide 
very attractive tax rates on pre-tax income (i.e. 
taking into account the deductibility of tax ex-
penditure) between 12% and 18% (including 
federal tax, cantonal and communal tax and 
church tax and prior to participation relief for 
qualifying dividends and capital gains). 

9. Step-up of hidden reserves in case if migrati-
on to Switzerland: Companies relocating from 
abroad to Switzerland may disclose hidden 
reserves including goodwill, tax-exempt and 
benefit from additional depreciation of income 
tax-free stepped-up asset values. The disclo-
sed hidden reserves are to be depreciated an-
nually in the first few years. 

10. Adjustments to the capital contribution prin-
ciple: Companies listed on a Swiss stock exch-
ange may only pay out income and withhol-
ding tax free capital contribution reserves if 
they distribute taxable dividends in the same 
amount. However, the repayment restriction 
does not apply to certain cases such as the 
case of repayment of capital contribution re-
serves paid out group internally (10% quota) 
or in case of repayment of capital contribution 
reserves from assets transferred from abroad 
after the 24th of February 2008. 

11. Extension of the flat-rate tax credits on for-
eign companies‘ permanent establishments: 
For prevention of international double taxati-
on, Swiss permanent establishments of for-
eign companies will be entitled to request tax 
credit on foreign tax withheld on specific inco-
me from third countries. 

12. Tightening of tax rules in respect of private re-
structurings (so called transposition): Under 
current law, if a private individual sells at least 

5% of his private portfolio to a company in 
which the individual owns at least 50% and if 
further conditions are met, the whole or a part 
of the gain realized by the individual sharehol-
der may be considered as a taxable investment 
income. In the future, the condition of the 5% 
quota will be eliminated. 

13. Increase of social security contributions: For 
the benefit of the old-age and survivors in-
surance (OASI), the OASI salary contributions 
will increase by (only) 0.3% (employers’ and 
employees’ contributions one half each). 

Outlook and Recommendation
Before the Federal Council can set the date of 
entry into force, which is scheduled for the 1st of 
January 2020, it is likely that the approval of the 
Swiss electorate will become necessary in a refe-
rendum. The chance is high that a popular vote to 
be held on the 19th of May 2019 will approve the 
tax reform (TRAF).

Leading in political and economic stability, having 
a high availability of talent, offering the highest 
quality of life and effective business environment, 
Switzerland is still a highly attractive tax environ-
ment. Although the tax reform will abolish the tax 
privileges for holding companies, domicile compa-
nies and mixed companies, Switzerland‘s tax sys-
tem remains very attractive and competitive. Many 
of the key measures aforementioned will ensure 
and even significantly increase the tax attractive-
ness of Switzerland as a business location.

We recommend that Swiss companies clarify the 
tax implications of the tax reform and optimally 
prepare for it. The cantons will have to implement 
the tax reform by amendment of the cantonal tax 
laws and the implementation may vary significant-
ly from canton to canton, which results in more tax 
planning opportunities. As an example: if a Swiss 
company currently has a privileged cantonal tax 
status as a holding, domiciled or mixed company, 
we recommend that it clarifies - prior to the entry 
into force - whether it should voluntary waive its 
privileged taxation before the tax reform comes 
into force or not.  

OPES AG has plenty of experience with national 
and international corporate tax structuring, espe-
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cially in connection with relocations to Switzerland 
(in particular to Zug, Lucerne and the surrounding 
area). If you have any questions in connection with 
the corporate tax reform please get in touch with 
your OPES contact partner or one of our tax ex-
perts.

This document has been prepared by OPES AG for 
general informational purposes only and does not 
constitute any recommendations such as tax ad-
vice.
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