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Switzerland votes in favour of Tax Reform 

Two thirds of Swiss voters voted in favour of the Swiss tax reform last 
Sunday. The new internationally compliant and competitive tax system will 
enter into force on 1 January 2020. 

The key element of the tax reform is the abolition of the arrangements for 
cantonal status companies. In order for Switzerland to remain an attractive 
business location, this measure is accompanied by the introduction of new 
tax-related special arrangements as well as generally lower corporate tax 
rates in most of the cantons. 

1. Research and development (R&D) deduction, patent box and notional 

interest deduction: 

To promote research and development (R&D) the patent box will allow a portion of 
the profits from inventions to be taxed at a reduced rate in the cantons. The cantons 

will additionally have the opportunity to make provision for an additional deduction 

of no more than 50% for R&D expenditure. Moreover, cantons with an effective 
profit tax burden of at least 18.03% can introduce a deduction for self-financing, 
i.e. deemed interest may be deducted. 

These special arrangements will be limited by a restriction to the relief, which 
includes a binding provision for the cantons whereby at least 30% of a company's 
profits must always be taxed. 

2. Reduction of corporate tax rates: 

Most cantons will reduce their corporate income tax rates. Corporate tax rates 
(combined effective federal and cantonal/communal tax) applicable as from 2020 
will be very competitive in many cantons: Zug 12%, Schaffhausen 12.3 %, Lucerne 
12%, Basel 13%, Vaud 13.8%, Geneva 13.99%. Zurich is planning to decrease the 
tax rate to below 20% from 2021. 

3. The new rules also contain the following measures: 

 Increased dividend taxation to 70% for the Confederation and at least 50% 
for each canton; 

 Adjustments to the capital contribution principle – restriction of the tax-
exempt distribution of capital contribution reserves; 

 Consideration of the cities and communes within the scope of the increase 
in the cantons' share of direct federal tax. 

Moreover, the cantons' share of direct federal tax revenue will be increased to 
21.2% (currently 17%). This will give the cantons leeway to reduce their profit 
taxes if necessary and thus remain competitive. 

It is recommended that corporate taxpayers review their tax position in light of the 

changing privileges and tax rates. There are special rules for exiting a status 

company and therefore, lower tax rates may apply for a transitional period. Due to 
the increased dividend taxation, private shareholders with investments of at least 
10% should consider a higher dividend distribution in 2020. 
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