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1. Introduction 

1.1 Swiss political and legal system 

Switzerland’s political system is a unique system of direct democracy with strong popular rights 
that allow Swiss citizens to participate in the political process. The government consists of a seven-
member Federal Council that represents different parties. 

Under its Federal Constitution, Switzerland has three levels of government: federal, cantonal and 
municipal. Because of this federal system, Swiss government, businesses and society are strongly 
connected. The 26 cantons of Switzerland therefore enjoy a high level of autonomy, especially in 
the fields of healthcare, education, culture and taxes. When picking the right business location, 
investors can compare the benefits and advantages of the various cantonal systems and regula-
tions. 

Because of the federal system, Swiss legislation consists of federal, cantonal and municipal law. 
The cantons maintain jurisdiction in civil and criminal matters and a considerable degree of resposi-
bility for lawmaking. The intertwined judicial system creates a strong, yet liberal legal framework. 

Switzerland’s political stability, its policy of neutrality and its reliable governance ensure a high level 
of dependability and security for business. 

1.2 Switzerland’s role in Europe 

Switzerland is characterized not only by a highly stable political and legal situation, but also an 
extremely good relationship with other European countries. Switzerland has an outstanding repu-
tation throughout the world and is noted for its innovation and technology, good education system 
and modern infrastructure. 

Switzerland is one of the world’s most advanced economies. Its service sector – in particular, the 
outstanding Swiss banking and tourism sectors – plays an essential role. In addition, Switzerland 
makes a major contribution to global technological development and innovation. For instance, 
some of the world’s top scientific research organizations – including the European Organization for 
Nuclear Research, or CERN, based in the Geneva suburb of Meyrin – and some of the world’s 
best universities for technology – such as the ETH Zurich and EPFL Lausanne federal institutes of 
technology – are located in Switzerland. 

Also, some of the world’s most important international institutions such as the United Nations’ Pal-
ace of Nations, the UN Human Rights Council, the International Committee of the Red Cross, the 
World Trade Organization and many more are based in Switzerland. Switzerland thus has a strong 
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international network and foreign relations and serves as one of Europe’s leading locations for 
international institutions. 

1.3 What makes Switzerland an excellent business and company location? 

Managing a successful business depends, among other things, on its location, especially as busi-
ness location determines the political and legal framework conditions for business activities. There-
fore, finding the right location for investments and operating businesses is essential and depends 
on many factors. 

The Swiss economy is extremely stable and prosperous, which has generated substantial wealth. 
Switzerland is listed as the world’s wealthiest country per capita in numerous rankings. In addition, 
the Swiss economy tops the list of several rankings of innovation and competitiveness, such as the 
2015 Global Innovation Index and the 2017 Global Competitiveness Report. Switzerland has one 
of the highest gross domestic products (hereinafter «GDP») in the world and its purchasing power 
is among the highest. 

Because of its central location in Europe and its excellent reputation, Switzerland is an attractive 
location for highly qualified foreign workers. Switzerland therefore offers businesses not only na-
tional, but also international know-how as well. Thanks to the country’s top universities and schools, 
the local workforce has an above-average education and contributes to Switzerland’s high stand-
ard as a business location. Switzerland is a multilingual country, and Swiss workers speak four 
official languages (German, French, Italian and Romansch) as well as English. 

Good education, a highly qualified workforce, excellent institutions, a leading role in technology 
and innovation, a high degree of security and stability for investors, a liberal and competitive econ-
omy with low capital costs, a stable currency, above-average purchasing power, moderate taxes 
and overall legal and political stability – this is what Switzerland offers as a business location. 
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2. The Swiss Financial Market 

Switzerland has a proven track record as an important and reputable international financial mar-
ketplace with a strong regulatory framework. The Swiss financial sector consists of the banking 
sector and the insurance sector and is an important pillar of the Swiss economy. The two main 
financial industry clusters are in Zurich, the main center for retail banking, private wealth manage-
ment and insurance, and in Geneva, an important hub for private banking, wealth management 
and trade finance. 

2.1 Overview 

Switzerland has a highly developed financial and, in particular, banking system. It now encom-
passes roughly 250 banks, of which approximately one-half are subsidiaries or branches of foreign 
banks. Consolidation as a result of competition and market rationalization have led to a reduction 
in the number of banks from about 600 banks in the 1990s. The Swiss National Bank (hereinaf-
ter «SNB») divides banks into eight different categories according to financial, historical and busi-
ness criteria: Banks, Cantonal Banks, Foreign-controlled Banks, Stock Exchange Banks, Raif-
feisen Banks, Regional Banks and Savings Banks, Private Bankers as well as other Banking Insti-
tutions. 

In 2016, the aggregate balance sheet total for all banks in Switzerland was CHF 3,101 billion. As-
sets under management amounted to CHF 6,651 billion, half of which came from clients abroad-
foreign. In other words, 25% of all cross-border assets managed worldwide are held by Swiss 
banks. The financial sector makes up 13% of Swiss GDP, which amounts to around CHF 60 billion. 
Swiss banks provide 144,000 jobs, or 12% of the Swiss total. 

Other important market participants include broker-dealers (most of them also banks), investment 
funds and market infrastructures such as exchanges, custodians, a central counterparty and trade 
repositories. 

2.2 Banks 

The Swiss banking system is based on the model of universal banking. Under this model, banks 
are capable of providing all types of banking services, such as lending, deposit business (savings 
accounts, etc.), asset management, payment services and securities services. 

2.2.1 Big Banks 

Switzerland has two Big Banks, UBS and Credit Suisse, both of which operate on a global level. 
They represent approximately 60% of the total balance sheet of Swiss banks and therefore play a 

mailto:marcel.aellen@bratschi.ch
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significant role in the Swiss banking sector. They manage approximately 50% of all assets depos-
ited by clients with Swiss banks. UBS and Credit Suisse perform all banking activities, from retail 
banking to investment banking. Both banks maintain a similar scope of operations, but they differ 
in terms of organization and size. 

The financial crisis showed that UBS and Credit Suisse may represent a systemic risk within the 
banking system in Switzerland as well as abroad. This risk concentration triggered measures de-
signed to reduce the risk exposure of the Big Banks. These measures include increased liquidity 
and capital requirements as well as enhanced regulatory reporting obligations. Furthermore, both 
banks were required to segregate banking activities deemed crucial to Switzerland’s economy and 
place them in separate companies. 

2.2.2 Cantonal Banks 

There are 24 Cantonal Banks in Switzerland. These banks are mainly active in the traditional areas 
of retail banking, mortgages and loans to small and mid-size companies. Historically, they have 
focused on local commercial and private needs and on facilitating loans to public authorities. 

Cantonal Banks are either fully or majority-owned by the cantons in which they mainly operate. 
The majority of these banks benefit from an unlimited or limited state guarantee. The cantonal 
banks play a significant role on the Swiss market and have a market share of approximately one-
third. They differ substantially in terms of their size, legal and organizational structure and activities. 
Their balance sheets range from CHF 3 billion to over CHF 155 billion. They are represented by 
the Association of Swiss Cantonal Banks. 

Cantonal Banks have been capable to retain profitability and to distribute profits to their respective 
Cantons over the last several decades. They have demonstrated strength and the ability to create 
value even during the darkest period of the financial crisis in 2008. 

2.2.3 Foreign Banks 

A large number of foreign banks operate in the Swiss financial market, either through fully owned 
and Swiss-incorporated entities or through branches. They are subject to the same regulations 
governing domestic banks. 

The reasons to operate in Switzerland are various and range from access to a strong, well-orga-
nized and connected financial center – Switzerland’s political and economic stability – protection 
of client assets and information, security of deposits, as well as Switzerland's prestige and image. 

Foreign owned Banks play an important role in the Swiss financial market. As already mentioned, 
with around 110 institutions they form almost half of all Swiss banks. They are particularly active 
in wealth management for private clients, but also strong in capital market activities and trade 
financing. 

2.2.4 Raiffeisen Group 

The Raiffeisen Group consists of approximately 1,200 Raiffeisen Banks, which are cooperatives 
that basically restrict borrowing and lending to their members. They typically operate on a rural 
basis with a local character. Following a change in strategy, they have increased their presence in 
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major urban areas in the last 20 years. Raiffeisen Banks play an important role in the Swiss banking 
community. The cooperatives have access to various services provided by their common institu-
tion, the Raiffeisen Central Bank. 

Raiffeisen Banks hold about 80% of their assets as mortgages and, together, represent Switzer-
land's third-largest bank. As a result of their expansive strategy, Raiffeisen Banks more than tripled 
their balance sheet total from CHF 70 billion in 2000 to approximately CHF 215 billion in 2016. 

2.2.5 Regional and Savings Banks 

Regional and Savings Banks are mainly active in retail banking and mortgage origination. Mortgage 
loans make up at least 60% of their assets. Their geographical scope is limited and restricted to a 
particular region. Their savings result within their local communities. Their competitive advantage 
is based on proximity to customers, local conditions and business cycles. The number of Regional 
and Savings Banks declined to 62 in 2016, down from more than 200 in the 1980s. 

2.2.6 Private Banks 

Private Banks are among the oldest banks in Switzerland and have a long tradition, even though 
are only six such institutions. Their focus has always been portfolio management for private clients. 
They are important players within the Swiss Banking community. They offer a wide range of ser-
vices for private clients, family offices and institutional investors. The total of their balance sheets 
amounts to CHF 6 billion. 

2.2.7 Other Banks 

According to the Swiss National Bank's definition the category «Other Banks» mainly Commercial 
Banks, Consumer credit lending and other consumer financial and banking institutions. There are 
only 14 such banks. However, at a total of CHF 206 billion, their balance sheet is still significant. 

2.2.8 Professional Associations 

The main professional association in the banking sector is the Swiss Bankers Association (SBA). 
The SBA was founded by banks, securities dealers and auditing companies in Basel in 1912. It is 
the leading professional body representing and promoting the Swiss financial center in Switzerland 
and abroad. Its mission is to represent the interests of banks as well as the financial sector and to 
promote a positive image of the Swiss financial market. It also plays an important role in self-
regulation. The framework established by the SBA is meant to offer smooth conditions for the 
banking sector. The SBA also offers education and transfer of knowledge within the banking sector 
to ensure that bankers are properly trained. 

In addition to the SBA, there are other key organizations representing specific interests. These 
include, for example, the Association of Foreign Banks in Switzerland, the Swiss Private Bankers 
Association, the Association of Swiss Cantonal Banks and the Association of Swiss Commercial 
and Investment Banks. These institutions represent the various and specific interests of their mem-
bers and provide guidance, research and publications on current business or regulatory topics. 
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2.3 Other market participants 

2.3.1 Securities Dealers 

Under the Federal Act on Stock Exchange and Securities Trading (Stock Exchange Act), which 
was implemented in 1997, market participants acting as professional securities dealers, including 
banks licensed under the Banking Act, must be licensed by the Swiss Financial Market Supervisory 
Authority (hereinafter «FINMA») before being approved to deal in securities. The goal of the Stock 
Exchange Act is to provide individual investors transparency and ensure equal treatment in the 
securities market. 

The requirements are largely equivalent to those of the Banking Act. Additionally, securities dealers 
must comply with rules of conduct when dealing with customers. Moreover, they must keep proper 
accounting records and adhere to reporting obligations regarding securities trading. Finally, the 
newly issued Swiss Financial Market Infrastructure Act (hereinafter «FMIA»), which was adopted 
in 2015 and entered into force in 2016, introduced market behavior rules for the securities market, 
which previously had been regulated by a FINMA circular. The circular was revised accordingly 
and covers insider regulation, market manipulation and organizational obligations for securities 
dealers. 

The SBA also maintains a code of conduct, which further defines the fundamental obligations to 
customers with respect to information, due diligence and loyalty. These include the duty of infor-
mation, best execution, timely confirmation and recording of trades, transparency of billing, han-
dling of conflicts of interest and fair and equal treatment of all customers. The association also 
provides models for risk disclosure statements to be supplied to and acknowledged by customers. 

2.3.2 Investment Funds 

In Switzerland, collective Investment Schemes are regulated by the Federal Act on Collective In-
vestment Schemes (hereinafter «CISA»), which entered into force in 2007. There are basically two 
broad categories of Collective Investment Schemes: open-ended, consisting of contractual funds 
and investment companies with variable capital, and closed-ended, consisting of limited partner-
ships for collective investments and investment companies with fixed capital. 

Structured products and in-house funds are addressed by CISA as well, but are not subject to it. 
As a result, structured products and in-house funds are not subject to supervision. 

The regulation of Collective Investment Schemes is very detailed and set out in different ordinances 
and circulars. It also involves self-regulation by the Swiss Funds Association. 

2.3.3 Stock Exchanges and other Financial Market Infrastructures 

Stock Exchanges and other Financial Market Infrastructures are subject to the FMIA since 2016. 

The FMIA governs the organisation and operation of financial market infrastructures. The provi-
sions that were previously included separately in the Stock Exchange Act, the Banking Act and the 
National Bank Act have been merged into a single act that takes account of changed market con-
ditions and international standards. 
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The regulation of stock exchanges generally corresponds to the former regulations in the Stock 
Exchange Act. In particular, the principle of self-regulation, which proved itself in this area, has 
been retained. The FMIA also introduced the status Multilateral Trading Facility (hereinaf-
ter «MTF») and Organised Trading Facility (hereinafter «OTF») concepts. MTFs are subject to 
rules that are similar to those for stock exchanges. The operation of OTFs remains reserved to 
banks, securities dealers, stock exchanges and MTFs. 

Other financial market infrastructures are subject to the FMIA as well: central counterparties, cen-
tral securities depositories, trade repositories and payment systems. Authorisation conditions and 
duties are specifically tailored to these financial market infrastructures. 

The FMIA also contains all of the regulations that apply in relation to securities and derivatives 
trading for all financial market participants (market rules of conduct). These include the provisions 
on the disclosure of shareholdings, public takeover offers, insider trading and market manipulation 
which were formerly included in the Stock Exchange Act, as well as the new regulations for deriv-
atives trading, which are in line with international standards (e.g., EMIR and the Dodd-Frank Act). 

Currently, the vast majority of Swiss derivatives trading is cross-border and takes place in the Eu-
ropean Union (EU). The regulations are thus based primarily on EU law. This means the three key 
duties for derivatives trading also apply in Switzerland: clearing via a central counterparty, reporting 
to a trade repository and risk mitigation. Unlike in the EU, however, exceptions exist for smaller 
contracting parties in the financial sector for reasons of proportionality. 

2.4 Regulatory Bodies in Switzerland 

2.4.1 Swiss Financial Market Supervisory Authority (FINMA) 

Until 2008, the Swiss financial market was supervised by three separate regulatory authorities: the 
Federal Office of Private Insurance (hereinafter «FOPI»), the Swiss Federal Banking Commission 
(hereinafter «SFBC») and the Anti-Money Laundering Control Authority. These three authorities 
were merged to form the FINMA in 2009. Since then, FINMA has been the single regulatory body 
for banks, insurance companies, securities dealers, stock exchanges and other financial market 
infrastructures as well as other financial intermediaries. In addition to a new organizational frame-
work, the legislation that created FINMA has streamlined and harmonized the supervisory activities 
and sanctions regime that apply to financial institutions, which has had a substantial impact on all 
market participants. FINMA is organized as an independent supervisory authority. Its mandate is 
to protect clients (creditors, investors and insured persons) and maintain confidence in the Swiss 
financial market. The aim is to strengthen the Swiss financial market’s ability to function smoothly, 
remain competitiveness and maintain integrity. 

The legal basis for FINMA is the above-mentioned Federal Act on the Swiss Financial Market Su-
pervisory Authority, which entered into force in 2009. This Act is the overarching legislation for the 
supervision of the Swiss financial market. All different areas of the market are also addressed by 
the following specific laws: the Banking Act, the Stock Exchange Act, the Financial Market Infra-
structure Act, the Collective Investment Schemes Act, the Insurance Supervision Act, the Federal 
Insurance Contract Act, the Anti-Money Laundering Act and the Mortgage Bond Act. 
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As the regulatory body for the financial sector, FINMA has supreme authority over banks, insurance 
companies, stock exchanges, other market infrastructures, securities dealers and collective invest-
ment schemes. FINMA grants operating licenses to institutions subject to the above-mentioned 
legislation. FINMA supervises and monitors compliance with the licensing requirements as well as 
the respective laws and regulations. If necessary and to the extent provided by law, FINMA can 
impose sanctions against supervised institutions as well as against other market participants in the 
area of market conduct. It also conducts financial restructuring and bankruptcy proceedings. 
FINMA is also in charge of combating money laundering. Moreover and to the extent permitted by 
law, FINMA provides administrative assistance to other authorities in Switzerland and abroad. Last 
but not least, FINMA also issues regulations, such as ordinances and circulars. 

FINMA is a public-law institution that maintains functional, financial and institutional independence. 
It is, however, accountable and subject to the overall political supervision of the Federal Govern-
ment. FINMA employs more than 500 people with a broad range of skills in the fields of law, eco-
nomics, mathematics, auditing, actuarial services, accounting and investment. FINMA is based in 
Bern and has offices in Zurich as well. 

FINMA is divided into eight divisions: Banks, Insurance, Markets, Asset Management, Enforce-
ment, Recovery and Resolution, Strategic Services and Operations. The heads of these divisions 
comprise the executive board that is FINMA’s operational management body. 

Above the Executive Board is a Board of Directors, which is responsible for the body’s strategy. It 
consists of seven to nine independent experts. Currently there are eight members. The Board of 
Directors has established an appointment and remuneration committee, an audit committee and a 
strategy committee. 

Accredited external audit companies and auditors perform supervisory work on behalf of FINMA 
and report back to it on regulatory matters. They are each required to submit one supervisory report 
on the audited institutions to FINMA annually. This dual system it represents a unique approach to 
financial market supervision. 

2.4.2 The Swiss National Bank 

The SNB is a limited public company. The majority of its shares – 76% – are controlled by the 
Cantons, Cantonal Banks, and public authorities and institutions. The remaining 24% of shares are 
held by private shareholders. SNB conducts the country’s monetary policy as an independent cen-
tral bank. It is obliged by the Constitution and the relevant statutes to act in the interests of the 
country as a whole. Its primary goal is to ensure price stability, while taking due account of eco-
nomic developments. In so doing, it creates an appropriate environment for economic growth. The 
SNB has registered offices in Zurich and Bern as well as a branch in Geneva. 

The SNB also carries out national bank clearing, which is used for cash transfers between banks 
and linked to the Swiss Interbank Clearing System (SIC). 
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3. Share corporation 

The following remarks apply to Swiss share corporations whose stock is not listed at a stock ex-
change. This section does not cover partnerships of any type or limited liability companies. 

The following executive summary is followed by more detailed remarks regarding corporate and 
corporate tax law. 

3.1 Executive summary 

3.1.1 Swiss corporate law 

− Incorporation: One or more persons must act as incorporators for as Swiss share 
corporation (in German: Aktiengesellschaft, or AG, and in French: société anonyme, 
or SA). A notarial act is required for the incorporation. Thus, the legal entity only 
comes into existence upon its registration in the commercial register. 

− Capital: The minimum share capital of a share corporation is CHF 100,000. 

− Name: The name may be freely chosen, provided it does not conflict with an existing 
company name or trademark and is not misleading in other respects. 

− Purpose: The purpose of the share corporation is usually drafted in a very general 
and broad fashion. 

− Organization: 
− The general meeting of shareholders. 
− The board of directors: one or several members who do not need to be share-

holders. 
− The auditors (if necessary or voluntarily elected). 

− Domicile: A registered domicile or office in Switzerland is required. 

3.1.2 Incorporation costs 

The costs to establish a Swiss share corporation are usually between approximately USD 3,000 
and USD 5,000 (although in complicated cases they may be as high as CHF 10,000). The process 
usually lasts between one and two weeks if all necessary information is available and the capital 
is paid into the blocked incorporation bank account. 

mailto:florian.joerg@bratschi.ch
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3.2 Details 

3.2.1 Swiss corporate law 

3.2.1.1 Formation 

The incorporation of a Swiss share corporation requires one or more persons (legal entities or 
natural persons) to act as incorporators. Such persons need not be Swiss citizens or residents. 
The incorporators may appoint one or more proxyholders to perform the incorporation on their 
behalf and, as a result, their presence in Switzerland is not required. 

The incorporation meeting must be held before a Swiss notary. This meeting approves the articles 
of incorporation and elects the members of the board of directors and the auditors. The public 
deed, signed by the notary, together with the articles of incorporation, is filed with the commercial 
register in the canton of incorporation, with an application for registration. These documents are 
open to the public. Notice of the registration is published in the Swiss Official Gazette of Commerce. 
The corporation becomes a legal entity upon its entry in the commercial register. The entire regis-
tration process normally takes about two to three weeks. A more expedient procedure is available 
at a higher cost. 

In addition to the federal stamp tax described below, the costs of incorporation include registration 
fees payable to the commercial register, notarial fees and attorneys’ fees. 

3.2.1.2 Capital 

a) Amount 
The minimum share capital of a Swiss share corporation is CHF 100,000. The total share capital 
must be subscribed, but of the CHF 100,000 in minimum share capital, only CHF 50,000 must be 
paid in at the time of incorporation. If the share capital exceeds CHF 250,000, at least one-fifth of 
the capital must be paid in. There are plans to change the share capital regime and introduce a 
«range of capital». 

b) Incorporation 
The amount of the share capital to be paid in initially must be transferred to a special account with 
a Swiss bank prior to the incorporation meeting. The amount remains blocked until entry of the 
corporation with the commercial register has been confirmed. After it has been entered, the amount 
is released. If a shareholder makes an in-kind contribution or if the corporation acquires assets 
from shareholders or third parties, the terms of these transactions must be disclosed in the articles 
of incorporation if one shareholder or a closely related person is a party to such transaction. Fur-
thermore, the incorporators must prepare a report outlining the nature of the in-kind contribution 
and the acquisition of assets; this report must be audited by the corporation’s auditors. 

c) Shares 
Shares may be issued in registered or bearer form after entry of the company in the commercial 
register. They must have a minimum par value of CHF 0.01 each. Only registered shares may be 
issued if less than the full par value has been paid in. Both types of shares may be issued in any 
proportion specified in the articles of incorporation. Because of planned regulatory changes, bearer 
shares should be avoided in the future and will only be permitted under special circumstances. 
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The company must keep a register of owners of registered shares. In addition, according to the 
latest implementation of the revised Recommendations 2012 issued by the Financial Action Task 
Force, the company must also keep a register of the owners and beneficial owners of bearer shares 
or, alternatively, it may delegate this task to a financial intermediary. The information is not public. 

The articles of incorporation may provide for voting rights based on the number of shares held by 
each shareholder irrespective of the par value so that each share has one vote. In this case, shares 
with a lower par value and shares with privileged voting rights must be issued as registered shares 
and must be fully paid-in. The par value of any other shares may not exceed ten times the par 
value of shares that provide privileged voting rights. The issuance of shares with preferential rights 
as two dividends, for example, in the event of liquidation, etc., is permitted. 

All shares have the legal character of securities (documents of title). 

d) Transfer of shares 
Bearer shares are transferred by handing over the document and signing on the reverse. Regis-
tered shares must be endorsed or assigned, and the transfer must be entered into the company’s 
register of shareholders. 

There are special rules for restrictions on the transfer of shares. The law distinguishes between 
privately held and listed companies. With respect to closely held companies, a corporation may 
deny the entry in the register of shareholders if there is a material reason as specified in the articles 
of incorporation or if the company offers the seller a fair price at the shares’ real value. 

Share transactions that fulfill certain requirements must be reported to the company to avoid the 
loss of voting rights and the right to dividends. In particular, changes of the beneficial owner of 
bearer shares (which will be rare in the future) must be registered with the company. 

e) Increase in share capital 
The share capital may be increased after incorporation by an appropriate resolution adopted at a 
meeting of shareholders and a meeting of the board of directors amending the articles of incorpo-
ration, both of which must be held before a notary public. The provisions outlined above on in-kind 
contributions and acquisition of assets also apply, mutatis mutandis, to the increase in the share 
capital. 

3.2.1.3 Name 

The name of the corporation may be chosen freely, provided it does not conflict with an existing 
company name or trademark and is not misleading in other respects. The legal form must be indi-
cated by adding AG/SA/Ltd to the end of the name. It is possible to register translated firm names. 
Names of new companies should be checked with the Federal Commercial Register 
(www.zefix.ch). 

3.2.1.4 Purpose 

In Swiss corporate law, there is no theory equivalent to the «ultra vires» doctrine. The purpose 
clause in the articles of incorporation is usually drafted in a very general and broad fashion and is, 
as a rule, fairly short. 
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3.2.1.5 Organization 

The corporate bodies of a Swiss share corporation are the general meeting of shareholders, the 
board of directors, and, if required, the auditors. 

3.2.1.6 The general meeting of shareholders 

The general meeting of shareholders is the supreme governing body of the corporation. It has the 
authority at any time to elect and dismiss the members of the board of directors and the auditors, 
to amend the articles of incorporation, to decide on the use of profits, to declare dividends, and to 
act on other matters that are by law within its powers. 

3.2.1.7 The board of directors 

a) Powers 
The board of directors is entrusted with the ultimate direction of the business of the corporation as 
well as supervision of and control over its management. It constitutes the executive arm of the 
Swiss Ltd. and has the following inalienable principal duties, among others: ultimate responsibility 
for the management of the corporation, determination of the organization of management, struc-
turing of the accounting system, financial control and financial planning, appointment and removal 
of members of management, supervision of the management team, preparation of the business 
report and providing notification to the judge in the event of insolvency. In order to enable the 
members of the board of directors to fulfill their duties, board meetings must be convened at least 
two to four times per year. 

b) Members, representation 
The board of directors may have one or more members; they do not need to be shareholders. With 
respect to representation, it is sufficient if either one member of the board, one member of man-
agement with sole signature rights or two or more members of management with joint signature 
rights are residents of Switzerland. In addition, the board must be able to represent the company, 
but this can be done by one board member with sole signature rights or two or more board mem-
bers with joint signature rights who are resident abroad. 

c) Liability 
Directors of Swiss companies – even if they are only nominees – and any persons entrusted with 
the formation, management, auditing or liquidation of a corporation are liable as joint and several 
debtors with all other liable persons for any damage caused to the corporation or to any creditor 
by a negligent or intentional breach of their duties. The standards of duty are fairly high and liability 
is becoming a major concern for directors and auditors. Over the past few years, there has been a 
substantial increase in liability suits against directors claiming that they neglected to supervise the 
management team diligently. It is, therefore, essential for Swiss directors (even if they are nomi-
nees) to be actively involved in the decision-making process of the corporation and that they be 
informed at all times about the corporation’s general and financial situation. 

d) Fees 
The Swiss board members acting in a fiduciary capacity usually receive an annual fee as compen-
sation for their responsibilities as directors. The amount of the annual fee depends on the size and 
the activities of the corporation. 
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3.2.1.8 The auditors 

The auditors are one of the bodies of a corporation. They may be individuals or companies. Their 
task is to audit the books and records of the company and to prepare an annual report on their 
findings to the board of directors. 

The auditing requirements depend on the company’s business volume and no longer on its legal 
form. A full audit is required for, among others, companies with listed shares or issued bonds, 
companies that must provide a group financial report as well as for those whose figures exceed 
two of the following thresholds in two consecutive business years: (a) balance sheet total of 
CHF 20 million; (b) turnover of CHF 40 million; and (c) 250 full time employees on average during 
the year. A request for an audit may be made by 10% or more of shareholders. 

On the other hand, all companies with fewer than ten full-time employees on average during the 
year may, with unanimous consent, waive all auditing. All other companies are subject to a limited 
audit. 

3.2.1.9 Domicile 

The corporation must have a registered office in Switzerland. If a corporation does not maintain an 
office with personnel in Switzerland, an attorney or accounting firm will provide the required regis-
tered office for an annual fee of approximately CHF 2,000. 

3.2.1.10 Operations 

e) Reporting 
There are certain actions that must be taken every year by a Swiss share corporation. After each 
fiscal year, the annual report with the financial statements, consisting of a profit and loss statement, 
a balance sheet and notes to the annual financial statements, must be submitted by the board of 
directors to the auditors, if elected, to enable them to prepare the auditors’ report on the annual 
financial statements for the annual meeting of shareholders. Large companies are required to pro-
vide a management report. 

f) Annual meeting/tax return 
Within six months of the end of each fiscal year, there must be an annual meeting of shareholders, 
with the annual financial statements for the previous year submitted to this meeting for approval. 

The annual and other general meetings of shareholders may be held within or outside of Switzer-
land. The shareholders may attend by means of proxies. The corporation must submit its financial 
statements and a tax return each year to the competent federal and cantonal tax authorities. 

g) Management 
A Swiss share corporation does not have a body of officers directly corresponding to the officers 
of corporations in other jurisdictions and the management functions are, in principle, the responsi-
bilities of the board of directors. These management functions may, however, be delegated. Article 
716b of the Swiss Code of Obligations (CO) stipulates that the board of directors may be authorized 
by the articles of incorporation to delegate some or all of the management of the business or of as 
well as the representation of the corporation to one or several members of the board of directors 
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(managing directors) or to persons who are not directors (managers). In order for such delegation 
to be valid, however, the board of directors must adopt relevant organizational regulations. It is 
advisable for the articles of incorporation to have provisions indicating that the board has such 
powers of delegation. In place of a member of the board of directors, a member of management 
with sole signature rights or two members with joint signature rights who are resident in Switzerland 
may represent the corporation. 

h) Cash pooling 
The rules for cash pooling are being redefined following the Federal Supreme Court’s decision in 
October 2014, which is widely regarded as a misjudgment. At present, the common understanding 
seems to be as follows: According to a later decision rendered by the same court in Novem-
ber 2015, participation in a zero-balance cash pool (and, therefore, presumably, also in other forms 
of cash pooling) does not per se violate Swiss corporate law. 

However, if loans (in a cash pool or otherwise) are granted upstream or side-stream under condi-
tions that do not qualify as at arms’ length, for example, if no collateral is granted or the pool 
leader’s financial situation is not taken into account, the loan may be qualified as a hidden distri-
bution. Therefore, to be on the safe side loans should only be granted to the parent company or 
affiliates if the same formalities as for paying dividends are observed. If the loans are not repaid 
because of the bankruptcy of other companies of the pool, such loans may be qualified as a viola-
tion of the directors’ or the managers’ duty of due care. If the lending Swiss company itself goes 
bankrupt, the directors and the management may be held liable. 

i) Branch operations 
A foreign or Swiss company may establish and register a branch. If the branch has a certain size 
and degree of autonomy, it must be entered in the commercial register. Major aspects to be con-
sidered when faced with the question of whether to incorporate or to register a branch are the tax 
situation and the limited liability issue. 

j) Compatibility with EU law 
Although the Swiss corporate law has been revised several times and is more compatible with EU 
law than previous versions, some provisions still diverge substantially the European standard and 
will, therefore, require further modifications to be considered compatible with European standards. 
The nationality and majority requirements of board members may be viewed as discriminatory. 
Furthermore, the publication of financial information is presently not required, except for listed cor-
porations and companies that issue bonds. 

k) Employee participation 
There is a fairly limited employee’s participation in the management of a corporation. At least 20% 
of the employees of a corporation that employs more than 50 workers may request co-determina-
tion on matters related to health, safety and other issues. 

l) Distribution of the profits of share corporations 
Profits may be distributed to both foreign and domestic shareholders in the form of dividends, ex-
cept for 5% of the net profit per year, which must be allocated to the corporation’s general reserve 
fund until it reaches 20% of the paid-in share capital. To the extent the general reserve fund ex-
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ceeds half of the share capital it may be freely used. Otherwise, it may only be reduced by absorb-
ing losses or in order to cope with unfavorable business conditions. Interim dividends are not per-
mitted unless there is an audited balance sheet and an extraordinary shareholders’ meeting has 
adopted a relevant resolution. 

3.2.2 Work and residence permits 

Foreigners who are employed in Switzerland must have a work and residence permit. The cantonal 
labor and immigration authorities are responsible for granting such permits. 
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4. Mergers and acquisitions 

4.1 Acquisitions of Swiss companies – share deals 

Swiss law provides various forms of legal entities, which may be tailored to the specific needs of a 
particular business. However, the vast majority of Swiss-based companies are organized as stock 
corporations. Limited liability companies are also common, especially for smaller businesses. 

The acquisition of shares in a company is not specifically regulated under Swiss law. Rather, it is 
governed by the general terms of the CO and the specific rules of the CO regarding sales agree-
ments. However, as the CO is generally based on the freedom of contract, most relevant specific 
provisions of the CO can be overruled by a specific set of rules agreed between the parties in the 
share purchase agreement. This is typically the case for specific representations and warranties 
as well as dealing with breaches of such representations and warranties, including any related 
matters such as, inspection duties, notification obligations, remedies and indemnities. 

Generally, a typical share purchase agreement for a private company under Swiss law is, in sub-
stance, very much in line with what would be considered an international standard, although in 
Switzerland, as in other Continental European jurisdictions, agreements tend to be shorter and 
more concise than in non-civil law jurisdictions, such as the US and the UK. 

On the other hand, unless there is an opt-out clause in the articles of incorporation of the relevant 
company, if a buyer acquires shares representing more than one-third of all voting rights of a listed 
company, a tender must be submitted for the acquisition of all other listed shares. 

As the shares of Swiss share companies are not publicly listed, it is not necessary to enter the 
acquisition of a Swiss share company in the commercial register. However, as buyers typically 
want to replace the board of the target company, in practice this information is usually entered in 
the commercial register, at least in order to register the new board members. On the other hand, 
because shareholders of Swiss limited liability companies are publicly listed in the commercial 
register, the acquisition of such companies must always be entered in the commercial register. 

4.2 Acquisition of businesses – asset deals 

There are two ways of structuring an asset deal under Swiss law. 

The traditional structure involves a series of individual transfers of selected assets and liabilities 
for the business in question. This means that, according to the transfer agreement, each asset and 
each liability for the business must be individually transferred and/or assumed by the buyer. Also, 
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contracts pertaining to the business must be transferred to the buyer, subject to the consent of the 
other contractual partner. 

Alternatively, the Swiss Merger Act allows the transfer of a business by means of a bulk transfer of 
the entire business, including all of its assets and liabilities. Such assets and liabilities must be 
listed in an inventory attached to the asset purchase agreement. The agreement must be entered 
in the commercial register. 

The bulk transfer of a business offers several advantages compared to the traditional structure. 
First, all contracts related to the business are automatically transferred to the buyer, subject to a 
right of refusal on the part of the other contractual party if the respective agreement contains a non-
assignment clause. Second, all real estate, wherever it is located in Switzerland, can be transferred 
in a single notarial deed (as opposed to the traditional structure, under which an individual deed is 
required for each property from a notary public in the canton where the property is located). 

However, the Swiss Merger Act provides for mandatory joint and several liability of both the seller 
and the buyer during a period of three years for all obligations arising from the business as of the 
transfer date. Because of this liability, which is, for obvious reasons, not desired by the parties, 
most asset deals today – more than ten years after the introduction of the Swiss Merger Act – are 
still structured as traditional individual transfers. 

In accordance with the mandatory provisions on Swiss labor in the CO, under both asset deal 
structures all employment relationships pertaining to the transferred business are automatically 
transferred as well, whether or not they are listed in the respective asset purchase agreement. 

4.3 Mergers and other corporate restructurings 

In addition to the bulk transfer of businesses, the Swiss Merger Act also regulates various corporate 
restructurings of Swiss companies, mainly the merger of two companies, the transformation from 
one corporate form to another or the spin-off of a business to a separate legal entity. 
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5. Privacy/data protection law 

Privacy is very important in Switzerland. Examples of the importance given to privacy include legal 
bank-client confidentiality and tax secrecy. Even without a legal obligation of secrecy, wages are 
generally not discussed publicly. Even the new transparency provisions in the Ordinance against 
Excessive Remuneration in Listed Companies (hereinafter «ERCO»), only the total remuneration 
and the highest remuneration are published. 

Public administration activities, on the other hand, are subject to the principle of transparency. 
Under the Federal Act on Freedom of Information in the Administration (hereinafter «FOIA»), indi-
viduals can request information about administrative actions and access to administration files. 

5.1 Data protection law 

The Federal Act on Data Protection (hereinafter «FADP») is currently being revised. The revisions 
are expected to come into force on January 1, 2020. The main aim of the revision is to align the 
provisions with the EU’s General Data Protection Regulation (hereinafter «GDPR») in order to en-
sure an equivalent level of data protection in Switzerland as in the EU. The revision in Switzerland 
is expected to be somewhat more liberal and, above all, contain more moderate sanctions for 
company misconduct. 

Another principal objective of the revision is to strengthen the personal rights of data subjects and 
to ensure the transparency of data processing. 

In principle, all processing of personal data must have a legal basis. This may be i) the consent of 
the data subject, ii) the execution of a contract or iii) legitimate overriding interests. One novel 
feature is the requirement that companies provide evidence of the legal processing of personal 
data. Consent to data processing will be subject to formal requirements. The company must explain 
the purpose of the data processing and provide information about the rights of data subjects, which 
includes a right to information, deletion or correction. 

The transfer of personal data to countries with equivalent data protection is permitted without fur-
ther restrictions. This does not, however, apply to data that is subject to professional secrecy. In 
countries without equivalent data protection, additional data protection guarantees are necessary 
(such as data transfer agreements, the consent of the data subject, Privacy Shield, etc.). 

Sending electronic mass advertising by email is restricted and is only possible with the recipient’s 
consent based on a double opt-in procedure. Websites must provide legal information about the 
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owner and operator of the site, and e-shops must provide transparent information about the con-
tracting parties and the order process. There are no restrictions for e-businesses, except for some 
regulated areas such as financial services, pharmaceuticals or alcohol. 

Oversight of data protection is the responsibility of the Federal Data Protection and Information 
Commissioner (hereinafter «FDPIC»). The FDPIC may conduct data protection investigations into 
companies, which must cooperate with the investigation and provide the necessary information. 
The FDPIC regularly publishes recommendations and decisions on the FDPIC website 
(www.edoeb.admin.ch). 

Companies in Switzerland that offer goods and services in the EU or observe the behavior of res-
idents in the EU must comply with the regulations of the GDPR. Therefore, the majority of compa-
nies in Switzerland must not only comply with Swiss data protection requirements, but European 
data protection standards as well. 
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6. Land and real estate 

6.1 Introduction 

Switzerland, with an area of 41,000 km2 and a population of about 8.3 million residents, is a small 
country. In addition, about 40% of the country’s surface is covered with very high mountains and 
steep valleys, glaciers, lakes, forest, etc. that is uninhabitable. It is, therefore, not surprising that – 
with an average population density of more than 330 inhabitants per km2 – careful management 
of real estate resources in the remain areas is essential. Consequently, the Swiss real estate mar-
ket has become highly regulated. 

More than 60% of the people living in Switzerland rent their home. Property ownership is higher 
in rural areas and lower in larger cities such as Zurich, Geneva, Basel and Bern. Constant popula-
tion growth in urban centers over the past 50 years, continuous demands by businesses looking 
for properties and low mortgage interest rates have led to an increase in land and property prices. 
As a result, desirable residences are both expensive and hard to find. In addition, it can sometimes 
take a year or longer to sell an ordinary property. Renting is usually a great way to start out in a 
new country, although the rental market in Switzerland can be extremely competitive with owners 
receiving dozens of applications for every apartment or house that is available to lease. Neverthe-
less, it is worth fully considering both options before starting the process. 

6.2 Leases 

The Swiss rental market has some quirks and is narrowly regulated by mandatory provisions with 
some strict formal requirements. Both residential and commercial property leases are governed by 
Articles 253 ff. CO. In many respects, however, the two types of properties are regulated quite 
differently. A detailed discussion of all applicable provisions is beyond the scope of this overview. 

Typically, homes and apartments available for rent are not furnished and business properties have 
unfinished interiors. Subleasing – often furnished – is both legal and normal, particularly for tem-
porary or holiday accommodations. However, the landlord must be notified of the sublease in ad-
vance. Apartments are usually described by the total number of rooms, normally not including the 
bathroom(s) and the kitchen. Increasingly, the total square meters of living space, plot size for a 
house, or number of business rooms are being indicated. 

Swiss rental applications are comprehensive documents and often require information about the 
applicant’s age, marital status and number of children, profession and employer, salary, number 
and type of pets (if allowed at all), the planned term of occupancy and sometimes a letter of refer-
ence. Rental agreements are usually preprinted forms that include the rental property, the rent, the 
term of the lease, the notice period and notice date, and the tenant’s rights and obligations. 
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Rental agreements may be concluded either for an indefinite term, which is more common, espe-
cially for residential purposes, or for a fixed term. In either case, if a landlord requests that the 
rental property be handed back, a tenant wishing to stay may apply to a judge for an extension of 
the term of the lease. Tenants who wish to return the property before the lease expires merely 
have to propose a new tenant who is acceptable to the landlord, solvent and willing to take on the 
lease agreement on the same terms and conditions. 

Tenants must return the rental property in its initial condition when they move out, although nor-
mal wear and tear are exempted. Repairs accrued in ordinary use of the object are to be carried 
out by the landlord, both at the end and during the lease. Minor repairs that form part of the regular 
maintenance are exempted and to be carried out at the tenant’s expense. In any case, it is advis-
able for the tenant to take out a third-party liability insurance as a safeguard against claims that 
may arise when the property is damaged. 

Rent for residential property is usually paid monthly, while the rent for commercial properties, de-
pending on the agreement, may be payable quarterly, annually or semi-annually, always in ad-
vance. Indexation, a very common feature for commercial leases, is only permitted if the term has 
a duration of at least five years and complies with the statutory restrictions. Often, there are addi-
tional charges for services connected with the use of the property, such as heating, hot water and 
other operating costs, as well as public taxes arising from the use of the property. The rent may 
only be increased by the landlord under narrowly defined formal and quantitative requirements. 
Tenants may dispute a rent increase in court. They may also request a reduction of an excessive 
initial rent if they can prove that they were either forced to enter into the lease as a result of a 
personal emergency or that the landlord increased the rent substantially over the previous lease. 
However, there is no official rent control by public authorities. 

A rental agreement is an existing encumbrance for any purchaser of the property. The acquirer, 
essentially remains bound by the rental agreement the seller had entered into, and the options for 
terminating the lease after the transfer of ownership is very limited. 

6.3 Purchases 

6.3.1 Fundamental principles of Swiss property law 

A real estate sales contract must be signed before a notary public. Ownership is only transferred 
after the sales deed has been filed with the land registry. Once the sales deed has been executed, 
the notary is entrusted with the duty of filing it with the Land Registry. This usually triggers the 
transfer of the risks and profits associated with the property and payment of the sales price. The 
transfer of ownership of a legal entity that owns a property does not require a notarial sales deed 
or a filing with the land registry. 

All privately owned property in Switzerland must be registered with the land registry. Land registry 
entries provide the following information: title, easements, mortgages, notices (for instance, re-
strictions of ownership) and annotations (such as contractual preemption rights and selling re-
strictions). The purchase price is registered, but it is only publicly available in some cantons, such 
as Geneva; in most cantons, the purchase price remains confidential. Public law restrictions are 
not entered in the land registry. A buyer usually requests a recent excerpt of the land registry entry 
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before a sales contract is executed. Swiss law fully protects a buyer who has acquired a property 
in good faith relying on the information provided by the land registry. In other words, if the buyer 
knows or should have known that an entry in the land register was incorrect, there is no protection. 

Properties can generally be financed by a mortgage of between 50% and 80% of the sales price 
or the value appraised by the mortgagee (whichever is lower), depending on the property and the 
solvency of the mortgagor. As a general rule of thumb, lenders typically require borrowers to 
demonstrate that their annual income is at least three times the amount that would be required to 
pay 6% interest on the borrowed amount. There are many different types of mortgages, including 
mortgages with an indefinite, short, or long term, a variable, fixed or capped rate, bridging loans 
etc. Usually, the mortgage is divided into a part that is not amortized (so-called first mortgage) and 
one with fixed amortization conditions (second mortgage). Mortgages are now issued as registry 
mortgage certificates, and they become effective when they are entered in the land registry. 

6.3.2 Purchase restrictions for foreigners 

Swiss law restricts (a) the acquisition of (b) real estate by (c) persons abroad. The legal basis for 
these restrictions is set forth in the Federal Law on the Acquisition of Real Estate by Persons 
Abroad (hereinafter «FLAR») and the accompanying federal ordinance. If and when prior approval 
is required for the acquisition of real estate, it must be obtained from the appropriate cantonal 
authority where the property is located. It should be noted that such approval or even ownership of 
real estate in Switzerland does not entitle a foreigner to a residence permit in any way. 

a) «Acquisition» is understood in a very broad sense under the FLAR as any transaction 
that gives actual control over a property from a financial point of view. For example, in 
addition to a purchase, an acquisition can also include a call or put option, a preemption 
right or a right of repurchase. However, it is not limited solely to land register entries. It 
also includes the purchase of shares (even a single share or non-voting shares) in a legal 
entity (joint stock companies, partnerships limited by shares, limited liability companies, 
or cooperatives) or participation in a company without legal personality (general or limited 
partnership or investment fund) that has the real purpose of acquiring and/or owning real 
estate. In other words, the legal basis for the transfer of the property is not material, 
whether it is a purchase, barter, gift, inheritance, legacy, business merger or demerger, 
conversion of companies or asset transfer. Even the financing of a purchase of, or con-
struction on, real estate, where the agreements, the size of the loans or the financial 
circumstances of the debtor, put the purchaser or the contractor in a state of special 
dependency on the creditor, counts as an acquisition. 

b) «Real estate» has an expansive meaning under the FLAR, entailing all kinds of property 
(such as single-family dwellings or apartment buildings, owner-occupied apartments and 
building land) held in sole ownership, joint or co-ownership, condominium ownership, and 
as a usufruct. It also can include a leasehold or any other property right if the entitled 
person (for instance, the lessee) holds a position similar to that of a property owner. The 
size of the property is generally not important, unless it is more than 3,000 m2. As men-
tioned above, it is immaterial whether the real estate is held directly or indirectly, for ex-
ample, through a company. 
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c) «Person abroad» applies to: 

− foreigners residing outside Switzerland, 

− foreigners domiciled in Switzerland who are citizens of neither a European Com-
munity (EC) nor a European Free Trade Association (EFTA) country and who do not 
hold a valid residence permit (C permit). In other words, nationals of an EC or an 
EFTA member state who are legally and effectively domiciled in Switzerland with at 
least a B EC/EFTA or short-term L EC/EFTA permit may purchase real estate in Swit-
zerland; persons from other countries require a C permit. 

− legal entities (see letter a above) including associations, foundations and compa-
nies without a legal personality (see letter a above) that have their registered office 
abroad, regardless of whether they are Swiss-owned. Consequently, a Swiss com-
pany that moves abroad without changing its shareholders is considered a person 
abroad. 

− legal entities and companies that have their domicile in Switzerland and are con-
trolled by persons abroad, unless they are listed on the Swiss stock exchange (also 
excluded is a fund regularly traded over the counter). Under the FLAR, a company is 
said to be foreign-controlled if more than one-third of its capital or more than one-third 
of its voting rights are controlled from abroad or if a person abroad has granted sub-
stantial loans to the company. 

− trusts or fiduciaries that acquire real estate on behalf of persons abroad. A trust is 
considered a person abroad if any of its trustees or beneficiaries qualifies as a person 
abroad. However, many issues related to trusts have not yet been clearly settled by 
the courts and, therefore, the acquisition of real estate by them may result in delays. 

Persons abroad do not need approval under the FLAR for the acquisition of real 
estate that is used for commercial purposes, i.e., for permanent business estab-
lishments, such as factories, warehouses, retail outlets or shopping malls, offices, ho-
tels, restaurants, workshops or doctor’s offices. Such properties may also be pur-
chased solely as an investment, and the investor may also acquire other rights in 
these kinds of business properties, such as a building right, a right of first refusal, a 
repurchase right, a mortgage note and financing rights. However, the construction or 
leasing of housing is not recognized as a permanent business activity in the above 
sense and the acquisition of real estate for such purposes is prohibited. Hotel-based 
accommodations are considered to be a commercial purpose and such property can 
be acquired or built without approval under the FLAR. Under certain exceptional cir-
cumstances, residential space may be acquired by persons abroad in connection with 
their permanent business establishment in Switzerland. 

In addition, no prior approval is required for the following persons abroad: legal 
heirs under Swiss law (e.g., children, spouses or registered partners, parents or 
grandparents, nephews and nieces) if they are acquiring real estate as part of an 
estate; purchasers who already hold an interest in the property (through joint owner-
ship, co-ownership or other condominium owners); in certain cases, real estate own-
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ers from abroad in the case of smaller units; and cross-border EC and EFTA commut-
ers for a secondary residence in the area of their workplace. However, it does not 
matter if the property is bought from a foreigner. 

If the land registry, the commercial register, or the auction authority cannot rule out 
prior approval with certainty, the acquirer must apply to the appropriate authority 
for approval or a declaration that no approval is required. The reasons justifying 
approval are very limited: banks and insurance companies may acquire real estate as 
a result of the foreclosure of a mortgage. Approval may also be granted to secure staff 
pension schemes at Swiss businesses for personnel employed in Switzerland. Finally, 
cantonal provisions stipulating an annual quota may permit acquisitions of apartments 
at holiday resorts. A purchase contract without approval, if obtained, is invalid and 
a violation of the FLAR and may result in a prison sentence or fine. 

6.3.3 Taxation 

The outline below is merely intended to give a rough overview of the Swiss taxation system as it 
relates to real estate. 

Real estate transactions trigger taxes and the authorities have a legal lien on the property for the 
amount of the unpaid taxes; this legal lien does not need to be entered in the land registry. Gains 
realized on the disposal of property belonging to an individual who held the real estate as private 
asset are subject to a cantonal gains tax. This also applies when, for instance, the controlling 
majority of a real estate company is transferred, i.e., in a transaction in which the effective or eco-
nomic capacity to dispose of the property or the beneficial ownership of the property is transferred 
without a transfer of the legal title to the property. Gains by professional real estate dealers are 
subject to cantonal (in some cases) and federal income tax. In most cantons (except in Zurich, 
Bern, or a few other cantons), gains realized on immovable business property are subject to normal 
income tax. The capital gains tax is usually dependent on the duration of the seller’s ownership 
prior to the sale and progressively on the capital gain. As a result, the tax levied on the capital 
gain can in some cases amount to more than 50% of the capital gain. 

Some cantons and municipalities levy special property taxes on the value of property located in 
their territory. They usually range from 0.05% to 0.20% of the sale price. In addition, most cantons 
levy transfer taxes or land registry fees, which can amount to between 1% and 4% of the price. 
Moreover, notaries charge a fee for their services. The question of who must pay these taxes and 
fees depends upon local practice as well as the contract; in some cases, they are split, in other 
cases, the buyer pays them in full. The acquisition and sale of real estate, however, is exempt from 
value added tax (VAT). 

The lease and fees for a right to build or for other easements received as well as the lease value 
of real estate used personally by the owner or the owner’s family count as taxable income in 
Switzerland. Such lease values are generally determined periodically by the local tax authorities 
on the basis of the fair market value. In general, all maintenance and financing costs for the prop-
erty can be deducted, typically in the form of a lump-sum maintenance deduction. In addition, 
the net value of Swiss real estate (value minus mortgage) is subject to wealth tax. The turnover 
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from real estate leases is generally exempt from VAT. However, the landlord may opt to subject 
the rental income to VAT liability. 

6.3.4 Zoning and construction 

Swiss law provides for detailed regulations on the procedures and circumstances under which land 
can be developed. Again, planning and building is governed partly by federal and partly by cantonal 
and municipal law. 

Building zones are reserved for the development of settlements and usually includes zones for 
residential buildings, divided into houses of different sizes, industrial zones, zones for public build-
ings and core zones for parts of town with historical value and the center of towns, and reserved 
zones for future developments and requirements. Agriculture zones are reserved for the produc-
tion of agricultural goods and protection zones do not allow any use that might endanger territo-
ries deemed worthy of protection. 

The building regulations enacted by the cantons and applied by local building authorities are 
subject to the respective building zone, which determines, for instance the permitted number of 
floors and the permitted use of a building (e.g., commercial uses in the case of offices or factories, 
etc.). Additionally, they regulate technical issues (such as static, health and safety conditions, etc.) 
and set standards for the design and aesthetic features of the building, which should blend in with 
the surrounding buildings and environment. 

In order to obtain a building permit, it is necessary to present plans and documents that demon-
strate that the project is in compliance with the respective zone, that it fulfills the requirements of 
the applicable building regulations and that the property is connected or can be connected to the 
necessary utilities (electricity, water and sewer system, streets, etc.). The permit can be granted 
subject to certain conditions and the timeframe for starting the project is limited. Once the permit 
has been granted, third parties whose rights have been affected may appeal the decision of the 
municipal authority to higher administrative bodies, up to the Swiss Federal Supreme Court (here-
inafter «SFSC») which, however, has only a very limited margin for review. 

Very often, a property owner will hire a general contractor and finance the project personally or 
obtain financing from a bank, such as a loan secured by a mortgage on the property being devel-
oped. Sometimes, the owner will enter into a joint venture with another owner, the financing party 
or the general contractor, or he or she may work with the future buyers of the apartments, who may 
be interested in participating in the construction process. The agreement concluded by the partners 
of a development project may be of a purely contractual nature or it may involve the establishment 
of a legal entity. 

With a building contract, the contractor (worker, builder, etc.) promises to carry out work, and the 
principal undertakes to pay a certain price. Such compensation may be a fixed price that is agreed 
in advance but subject to change (increase or decrease) under certain circumstances, or the price 
may be determined on the basis of the value of the labor. Usually, the contractor bears the risk 
of success of the work if there is no agreement to the contrary. A contract for work and services 
is governed by Article 363 ff. CO, but the parties usually agree to accept the rules of the Swiss 
Society of Engineers and Architects (hereinafter «SIA»), which regulate the obligations of each 
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party in greater detail and, in some cases, differently from the CO. For instance, under SIA rules 
the contractor is entitled to receive a percentage of the total price whenever certain defined steps 
of the construction process have been completed. 

In contrast to a contract for work and services, under an agency contract (Article 394 ff. CO) the 
service provider does not have to guarantee success; the only requirement is to provide the 
services to the principal with the best effort to achieve success. There is much debate about 
whether an agreement with an architect is an agency contract or a contract for work and services, 
as it includes various construction-related services, such as preparing a cost estimate, creating 
plans and sketches, construction management and awarding contracts. In order to make the situ-
ation more predictable, it is very important for the agreement with the architect to be detailed and 
the SIA rules for architects and/or engineers to be examined carefully prior to full acceptance. It 
must be stressed that the copyright for the design of the building remains with the architect and it 
can be difficult for the owner to alter the look or design of the building without the prior consent of 
the architect. 

The contractor (but not the architect) has a right to place a statutory lien on the property for cases 
where the work is provided but not paid for. In particular, when a general contractor is involved, the 
property owner must verify payment of the various subcontractors. If the owner has already paid 
the general contractor, but the general contractor fails to pay the subcontractors and instead goes 
bankrupt, the owner will be required to make payment again to compensate the subcontractors for 
their unpaid work before the statutory lien can be removed. 
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7. Competition regulation 

7.1 Introduction 

Switzerland generally follows the rules of European competition law. The Federal Act on Cartels 
and Other Restraints of Competition (Cartel Act) is the relevant law in Switzerland that aims to 
prevent the harmful economic or social effects of cartels and other restraints of competition and, 
by doing so, promote competition in the interests of a liberal market economy. 

7.2 Application 

The Cartel Act applies to private or public undertakings that are parties to cartels or other agree-
ments affecting competition that exercise market power or that participate in concentrations of un-
dertakings. 

Undertakings are all consumers or suppliers of goods or services active in commerce regardless 
of their legal or organizational form. 

The Cartel Act applies to practices that have an effect in Switzerland, even if they originate in 
another country. 

7.3 Unlawfulness 

Agreements that significantly restrict competition for specific goods or services in a market and are 
not justified on the grounds of economic efficiency as well as all agreements that eliminate effective 
competition are unlawful. Such agreements may be either binding or non-binding and concerted 
practices between undertakings operating at the same (horizontal) or different levels (vertical) of 
production if their purpose or effect is that of restraining competition. 

7.4 Justification 

Agreements affecting competition are deemed to be justified on the grounds of economic efficiency 
if they are necessary in order to reduce production or distribution costs, improve products or pro-
duction processes, promote research into or dissemination of technical or professional know-how, 
or exploit resources more rationally; a further condition is that such agreements may under no 
circumstances enable the parties involved to eliminate effective competition. 
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7.5 Forbidden horizontal agreements 

The following agreements between actual or potential competitors are presumed to lead to the 
elimination of effective competition: 

a) agreements leading to directly or indirectly fixed prices; 

b) agreements limiting the quantities of goods or services produced, purchased or supplied; 

c) agreements allocating markets geographically or according to trading partners. 

7.6 Forbidden vertical agreements 

The elimination of effective competition is also presumed in the case of agreements between un-
dertakings at different levels of the production and distribution chain regarding fixed or minimum 
prices, and, in the case of agreements contained in distribution contracts, regarding the allocation 
of territories to the extent that sales by other distributors in these territories are not permitted. 

7.7 Abuse of market dominance 

Dominant undertakings are one or more undertakings in a specific market that are able, as suppli-
ers or consumers, to behave to an appreciable extent independently of the other participants (com-
petitors, suppliers or consumers) in the market. As a rule of thumb, undertakings controlling less 
than 40% of the relevant market will most likely not be deemed to be dominant, while control over 
60% is, in most cases, qualified as dominant. In the range 40% to 60%, the qualification as domi-
nant depends, for example, on the level of concentration in the relevant market, the market share 
of other competitors and potential new entrants to the market. 

Dominant undertakings behave unlawfully if they, by abusing their position in the market, hinder 
other undertakings from starting or continuing to compete, or disadvantage trading partners. In 
particular the following behavior is considered unlawful: 

a) any refusal to deal (e.g., refusal to supply or to purchase goods); 

b) any discrimination between trading partners in relation to prices or other conditions of 
trade; 

c) any imposition of unfair prices or other unfair conditions of trade; 

d) any undercutting of prices or other conditions directed against a specific competitor; 

e) any limitation of production, supply or technical development; 

f) any conclusion of contracts on the condition that the other contracting party agree to 
accept or deliver additional goods or services. 

7.8 Mergers 

A concentration of undertakings involves the merger of two or more previously independent under-
takings or any transaction, in particular, the acquisition of an equity interest or the conclusion of an 
agreement, by which one or more undertakings acquire direct or indirect control of one or more 
previously independent undertakings or parts thereof. 
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Planned concentrations of undertakings must be reported to the Competition Commission prior to 
implementation if during the financial year preceding the concentration: 

a) the concerned undertakings together reported turnover of at least CHF 2 billion, or turn-
over in Switzerland of at least CHF 500 million, and 

b) at least two of the concerned undertakings reported turnover in Switzerland of at least 
CHF 100 million each. 

In the case of insurance companies, «turnover» is replaced by «annual gross insurance premium 
income», and in the case of banks and other financial intermediaries by «gross income». 

The foregoing notwithstanding, notification is mandatory if one of the undertakings involved has 
been held to be dominant in a market in Switzerland in proceedings under the Cartel Act through 
a final and non-appealable decision, and if the concentration concerns either that market or an 
adjacent market or a upstream or downstream market. 

7.9 Procedural issues 

A person hindered by an unlawful restraint of competition from entering or competing in a market 
is entitled to request: 

a) the elimination of or desistance from the hindrance; 

b) damages and satisfaction in accordance with the CO; 

c) surrender of unlawfully earned profits in accordance with the provisions on agency with-
out authority. 

In order to enforce the right to elimination and desistance, the courts may, at the plaintiff’s request, 
rule that any contracts are null and void in whole or in part or the person responsible for the hin-
drance of competition must conclude contracts with the person so hindered on terms that are in 
line with the market or the industry standard. 

The Secretariat prepares the Competition Commission’s business, conducts any investigations 
and, together with a member of the presiding body, issues any necessary procedural rulings. It 
proposes motions to the Competition Commission and implements the latter’s decisions. It deals 
with the parties involved, third parties and any authorities directly. 

The competition authorities’ publications must refrain from revealing any business secrets. 

The Secretariat may conduct preliminary investigations ex officio, at the request of undertakings 
involved or in response to a complaint from third parties. It may propose measures to eliminate or 
prevent restraints of competition. 

If there are indications of an unlawful restraint of competition, the Secretariat will, in consultation 
with a member of the presiding body, open an investigation, sometimes including a «dawn raid». 
It will in all cases open an investigation whenever asked to do so by the Competition Commission. 
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The Competition Commission determines the order of priority with which the investigations that 
have been opened are dealt with. 

The Secretariat gives notice of the opening of an investigation by means of an official publication, 
stating the purpose of and the parties to the investigation. It further contains an invitation to third 
parties to come forward within 30 days if they wish to participate in the investigation. 

If the Secretariat considers a restraint of competition is unlawful, it may propose an amicable set-
tlement to the undertakings involved, including measures to eliminate the restraint. The amicable 
settlement is formulated in writing and approved by the Competition Commission. 

7.10 Fines 

Any undertaking that participates in an unlawful horizontal or vertical agreement or that abuses its 
dominant position can be charged up to 10% of the turnover achieved in Switzerland in the pre-
ceding three financial years. The amount is dependent on the duration and severity of the unlawful 
behavior. Due account will be taken of the profit that likely resulted from the unlawful behavior. 

If the undertaking assists in the discovery and elimination of the restraint of competition, the charge 
may be waived in whole or in part. 

Any undertaking that implements a concentration and fails to report it, fails to observe the suspen-
sion obligation («gun-jumping»), fails to comply with a condition attached to the authorization, im-
plements a prohibited concentration or fails to implement a measure intended to restore effective 
competition will be fined up to CHF 1 million. 

In the event of repeated failure to comply with a condition attached to the authorization, the under-
taking will be charged up to 10% of the total turnover in Switzerland achieved by all the undertak-
ings concerned. 

Any undertaking that does not, or does not fully fulfill its obligation to provide information or produce 
documents will be fined up to CHF 100,000. 
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8. Compliance 

Over the last several years, compliance has become a very important topic in Switzerland. In the 
2011 Alstom case, the leading compliance case to date, Alstom Switzerland was fined CHF 2.5 mil-
lion, while CHF 36.4 million in profits were skimmed. 

The following introduction to the Swiss compliance framework will only cover the most relevant 
aspects and excludes specific sector regulations (e.g., as issued by FINMA for the financial sector). 

8.1 General legal aspects related to compliance 

Pursuant to Art. 716a, para. 1, items 2 and 5 CO, the board of directors has, among others, the 
following non-transferable and irrevocable duties, namely to determine the organization and the 
ultimate supervision of the persons entrusted with management, in particular with respect to com-
pliance with the law, the articles of association, regulations and directives. 

In terms of compliance, this minimally requires that: 

− the board of directors develops and specifies a basic compliance organization or basic compli-
ance concept, 

− a compliance reporting system to the board of directors is established, 

− compliance is on the agenda at least once a year at a meeting of the board of directors, and 

− at least one member of the board of directors explicitly addresses the issue of compliance, 
monitors its developments and trends and, if necessary, proposes adaptive measures. 

Considering the above, the required general supervision and responsibility can be exercised with 
a reasonable effort. 

A non-representative survey of small- and medium-sized enterprises conducted by Bratschi Ltd. in 
2015 revealed that only 40% of the companies surveyed included compliance on the agenda of 
the board of directors. 

Art. 754, para. 1 CO states that the members of the board of directors and all persons involved in 
management are responsible for the damage caused by intentional or negligent breach of their 
duties. For example, if the board of directors is suspected of exercising its management duties 
incorrectly or carelessly, or in the event of non-compliance, it is obliged, on the basis of its duty of 
loyalty or due diligence, to follow up on this and cannot simply ignore it. 
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Art. 102, para. 2 of the Swiss Criminal Code (SCC) provides that in the event of certain criminal 
offenses (such as money laundering, organized crime, official or private bribery) the company may 
be punished independently of the criminal liability of natural persons (up to a fine of CHF 5 million) 
if the company is accused of not having taken all necessary and reasonable organizational 
measures to prevent such a criminal offense. 

In the event of a criminal case with a fine in which the company is accused of not having taken all 
necessary and reasonable organizational precautions, the question of liability under the CO for the 
damage caused also inevitably arises at the level of the board of directors and executive manage-
ment. 

In summary, it can generally be concluded that the board of directors and executive management 
must ensure certain organizational and other precautions with respect to compliance. What is nec-
essary and reasonable for a company must be established individually for each company. How-
ever, complete inaction is obviously not a sustainable option because then there will be little basis 
for an adequate defense in administrative or criminal proceedings. 

8.2 Compliance standards (soft law) 

The Swiss Code of Best Practice for Corporate Governance, which is not part of substantive law, 
but rather a broadly accepted standard issued by economiesuisse (a national organization repre-
senting approximately 100,000 companies from all business sectors and regions of Switzerland) 
explicitly stipulates that the board of directors must take measures to comply with the applicable 
standards (compliance). These include, in particular, the structuring of compliance mechanisms 
according to the particular features of the company and the issuance of suitable behavioral guide-
lines, orientation toward recognized best practice rules and verifying the awareness and ob-
servance of the applicable compliance principles at least once a year. 

The following introduction to best practice rules is based on the Principles of Effective Compliance 
Management issued by SwissHoldings and economiesuisse as a sort of state-of-the-art compli-
ance standard. 

The board of directors determines the credo and values of the company and defines the basic 
principles of the compliance organization. It poses compliance-related questions to senior man-
agement, e.g., about the compliance risks and integrity of line managers, and bears ultimate mon-
itoring responsibility. 

Together with the line managers, senior management ensures compliance with laws and codes of 
conduct as well as integrity in day-to-day business and guarantees adequate financial, personnel 
and material resources for this purpose. Senior management is committed to the utmost integrity, 
in particular, to adherence to the law and internal behavioral guidelines as a key part of its corporate 
culture and an overriding principle of its business operations («tone from and at the top”). It should 
enact a code of conduct and, through consistent management, ensure that these guidelines are 
observed at every level and when necessary enforced as well («walk the talk»). There should be 
no doubt that it expects its staff to act with integrity and to abide by the regulations in all circum-
stances («do the right thing»). Senior management ensures that the company’s compliance pro-
gram is regularly audited to test its effectiveness. Weaknesses in the program or individual 
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measures are then remedied. The compliance program must also be adapted in risk-based terms 
to take account of any changes in the company (i.e., new products, new markets, etc.). 

The compliance processes and the compliance organization together form the company’s compli-
ance program. Planned, systematic processes include, for example, regular analysis of the legal 
risks, enacting and implementing internal directives, providing line managers and staff with risk-
based training, integrating compliance and handling reports of compliance concerns or violations. 

Acting with integrity and in compliance with the regulations should be the prerequisites for any 
remuneration. Non-compliance must be appropriately sanctioned. Under no circumstances should 
the effectiveness of the compliance program be sacrificed in favor of conflicting commercial incen-
tives or transactions. 

8.3 Summary 

The board of directors has supreme supervisory and monitoring responsibility and senior manage-
ment supreme organizational responsibility. Inaction with respect to compliance is not a sustaina-
ble option. Compliance is important in all companies regardless of their type and size. The details 
and implementation of specific compliance measures, however, must be defined and implemented 
by every company individually. 
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9. Tax 

Switzerland’s mild tax climate for companies, entrepreneurs and individuals, together with the ad-
vantage of binding advance tax rulings in general, makes the country a preferred destination for 
any kind of international business. 

9.1 Tax residence and fiscal domicile 

9.1.1 Corporate residence 

Legal entities, i.e., corporations, LLCs, cooperatives, associations and foundations, are subject to 
Swiss federal, cantonal, and municipal corporate income tax if they are resident (i.e., if they are 
incorporated or effectively managed and controlled) in Switzerland. 

9.1.2 Branch or permanent establishment 

Legal entities not incorporated in, but effectively managed and controlled in Switzerland are subject 
to Swiss federal, cantonal, and municipal corporate income tax if they have a permanent establish-
ment (PE) or a fixed place of business in Switzerland. Therefore, any profits and gains attributed 
to such a PE or fixed place of business of a foreign corporate entity are treated the same way as 
Swiss tax-resident legal entities. However, as there are no dividend distributions from a PE or a 
fixed place of business, Swiss withholding tax does not apply with respect to the repatriation of 
funds. 

In order to avoid qualifying as a PE or a fixed place of business, such local business presences 
should have no authority to conclude or negotiate contracts in the name of the foreign legal entity 
and their activities should be strictly limited to marketing and promotion. 

9.2 Overview of the Swiss tax system applicable to corporate taxpayers 

9.2.1 The Swiss tax system 

Switzerland has a highly federalist structure, which is also evident in its tax system. According to 
the Swiss Constitution, the 26 cantons have fiscal sovereignty and the full right of taxation, to the 
extent that the right to tax a particular source is not exclusively allocated to the Swiss federal gov-
ernment in the Federal Constitution. As a consequence, Switzerland has two levels of corporate 
taxation – the federal and cantonal level and the municipal level. 

While the levying of certain, primarily indirect taxes (for example, VAT, stamp duties, withholding 
tax on dividends, etc.) is reserved to the Swiss federal government, other – primarily direct taxes 
on income – are levied not only by the Swiss federal government, but also at the levels of the 
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cantons and the municipalities. Legislative power over cantonal and municipal taxes generally lies 
with the legislative bodies of the 26 Swiss cantons. Although there is a federal law that aims to 
harmonize the cantonal tax laws in certain respects, there are still considerable variations among 
cantonal tax systems and rules. To date, efforts to harmonize cantonal and municipal tax rules 
have not included rates of taxation. As a result, the effective income and capital tax burden varies 
considerably from canton to canton and even among the municipalities of a given canton. 

The codified tax law at the different levels (federal, cantonal and municipal) is not very detailed 
compared to the tax legislation of many other industrialized countries. As a result, tax administra-
tion authorities at different levels enjoy a considerable degree of discretion in the application of tax 
laws. These laws are open enough to allow the cantonal authorities (within certain limits) to enter 
into private rulings with corporate taxpayers subject to their tax jurisdiction. 

9.2.2 Corporate income tax 

9.2.2.1 Determination of taxable income 

Swiss companies are liable for federal, cantonal and municipal taxes on their worldwide income. 
In general, there is no distinction between the taxation of income and capital gains at the company 
level. However, certain differences may occur in connection with the participation exemption re-
gime (see section 6.4). 

Income and capital attributed to a foreign PE or foreign real estate is exempt from Swiss taxation; 
however, it is taken into consideration when determining the applicable cantonal or municipal tax 
rate in those cantons that apply a progressive corporate income tax rate. 

The income tax liability of each resident company of a group of companies (whether Swiss or 
foreign-controlled) is calculated on the basis of the net profit shown in its statutory financial state-
ments («Massgeblichkeitsprinzip», subject to possible adjustments for tax purposes). If the com-
pany does not comply with the Swiss tax accounting principles in preparing its statutory financial 
statements, certain differences in the timing of recognition of specific profits and losses for tax 
purposes may occur. 

As a rule, the standard federal taxes of a company account for approximately one-third and the 
combined cantonal and municipal taxes for approximately two-thirds of the total direct tax burden, 
depending on the corporation’s canton and municipality of residence. 

9.2.2.2 Loss carryforward rules 

Swiss companies may offset generated profits against losses incurred during the preceding seven 
years (tax loss carryforward). In the event of recapitalization, the respective gains from the waiver 
of debt may be offset for extended periods. 

Losses may survive a change of ownership if the change in ownership was not motivated solely by 
existing losses but rather by commercial interests. 
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9.2.2.3 Rates 

At the federal level, corporate taxpayers are subject to a flat rate of 8.5% on their taxable income 
(net profit). According to Swiss tax law, tax charges may be deducted from taxable income. As a 
result, an effective tax rate of 7.83% is applied to annual net profit. 

Under Swiss tax law, the cantons and municipalities may establish their tax rates at their discretion. 
The aggregate effective federal, cantonal and municipal corporate income tax rate may vary be-
tween approximately 12.4% and 24.2%. 

9.2.2.4 Administration 

A corporate tax return has to be filed on an annual basis within three months of completion of the 
relevant business year. Extensions for filing later are possible and widely used. During the business 
year, provisional taxes may be due, which are usually invoiced on an estimated basis (down pay-
ments) or for which provisions must be made in the company’s accounts. 

Swiss tax law does not contain a specific prescheduled cycle for tax audits. However, each com-
pany is subject to an audit from time to time. 

9.2.2.5 Tax grouping 

Swiss tax law does not provide a tax grouping or a loss consolidation for corporation tax purposes. 
Each company has to prepare its own financial statements and file its own tax returns on a 
standalone basis. Only losses incurred at the level of PEs (including losses incurred abroad) may 
be deducted from the taxable profit. Losses from a foreign PE may be recaptured in order to avoid 
a double deduction of losses abroad and in Switzerland itself. Conversely, a Swiss PE cannot offset 
foreign headquarter losses against profits attributable to this PE. 

a) Capital tax 
Corporate capital tax is a cantonal and municipal tax levied on the net capital, consisting of paid-
in share capital, surplus and retained earnings, or on the dotation capital of Swiss PEs of foreign 
companies. No such tax exists at the federal level. The capital tax rate varies from canton to canton 
and is dependent on the tax status of the company. It ranges from 0.067% to 0.900% for companies 
subject to standard taxation, and from 0.005% to 0.176% for tax-privileged companies. 

b) Stamp duties 
The contribution of equity to a Swiss company is generally subject to a capital issuance stamp duty 
at a rate of 1% of the fair market value of the assets paid or contributed. Exemptions from the 1% 
stamp duty may, however, be available in cases of corporate reorganization (mergers, spin-offs, 
etc.), certain financial restructurings, and where a corporate entity that was originally incorporated 
abroad moves its registered seat and domicile to Switzerland. Furthermore, the CHF 1,000,000 of 
contributed capital is exempt from stamp duty. 

The transfer of securities issued by a Swiss or foreign issuer for a consideration is subject to the 
securities transfer stamp duty if at least one of the parties, or an intermediary in the transaction, is 
a qualified Swiss securities dealer. The transfer stamp duty is calculated on the consideration paid; 
the tax rates are 0.150% for Swiss and 0.300% for foreign securities. 
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c) Value added tax 
Switzerland imposes VAT as an indirect tax on most goods and services and applies it to each 
stage of the production and distribution chain. VAT is designed as a supplier liability-based tax 
(i.e., the liability is calculated on the consideration paid by the recipient). 

The standard VAT rate is 7.7%. Goods and services are generally subject to this rate. A 3.8% rate 
is levied on services in connection with the provision of accommodations, including breakfast. A 
2.5% rate is levied on certain basic necessities such as delivery of water, food, non-alcoholic 
drinks, medicine, newspapers, fees for non-commercial TV and radio broadcasting, etc. 

Swiss VAT regulations provide that any person or legal entity (for example, a subsidiary, branch, 
or sole trader) performing an income-producing commercial, professional or non-profit oriented 
activity is required to register for and to charge VAT if the total of supplies of goods, services and 
consumption on Swiss territory and abroad exceeds CHF 100,000 per annum. 

d) Withholding tax 
The Swiss federal government levies a withholding tax of 35% on the gross amount of: 

− Dividends, including constructive and liquidation dividends distributed by a Swiss company; 

− Interest paid on publicly offered bonds, debentures and other instruments of indebtedness is-
sued by a borrower resident in Switzerland; 

− Distributions by a Swiss investment fund; and 

− Interest on customers’ deposits with a Swiss bank 

There is, however, no withholding tax on interest paid in connection with straight-term loans, rent, 
royalties and fees for licenses, management and technical assistance, and no withholding tax is 
levied on dividends paid from additional paid-in capital. 

Switzerland has concluded bilateral tax treaties with more than 90 countries, including the US, 
Canada, Japan and most of the countries in Europe. Thus, full withholding tax relief applies to 
dividends paid by a Swiss company resident in a contracting state, if – in principle – there is a 
shareholding of at least 10%. Furthermore, full withholding tax relief also applies to dividends paid 
by a Swiss company to a parent company resident in any EU member state if the parent company 
holds at least 25% of the shares of the Swiss company for at least two years, and vice versa, as 
well as full withholding tax relief on interest and royalties1. 

Switzerland follows the exemption method pursuant to the Organization for Economic Cooperation 
and Development (hereinafter «OECD») Model Convention2 and grants a tax credit for foreign re-
sidual withholding taxes, provided a respective double taxation treaty applies. 

                                                      
1
 Art. 9 Switzerland-EU Savings Tax Agreement 

2
 Art. 23A OECD Model Convention 
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9.3 Tax incentives, special regimes and relief that may encourage inward investment 

9.3.1 Participation exemption relief 

Tax relief applies to the dividend income of companies domiciled in Switzerland that is derived from 
substantial participations. A participation is considered substantial if it represents a control of at 
least 10% of the share capital, or 10% of the profit entitlements of another company, or if it has a 
fair market value of at least CHF 1,000,000. The participation exemption is not an outright tax ex-
emption, but rather a tax abatement mechanism. Qualifying dividend income may benefit from the 
«participation deduction» («Beteiligungsabzug»), which is equal to the ratio between the net par-
ticipation income and the total net income of the corporation. 

The net participation income consists of the gross dividend income from substantial participations, 
less non-refundable foreign withholding taxes and financing costs related to the respective partici-
pations, and 5% of the dividend income to cover administrative costs. In most cases, the participa-
tion exemption results in a full (or close to full) exemption of participation income from federal 
income tax. 

The thus determined deduction ratio is applied to the amount of income tax calculated on the total 
net profit, including the qualifying dividend income. The participation deduction is not granted to 
the extent that the book value of the underlying participation is amortized as a consequence of the 
dividend distribution. 

The participation exemption relief can also be claimed in respect of realized capital gains if the 
participation sold represents at least 10% of the other companies’ capital and has been held for at 
least one year. The capital gain qualifies for the «participation deduction» only to the extent that 
the sales proceeds exceed the cost value of the participation. Any portion of the gain representing 
recaptured depreciation does not qualify. 

9.3.2 Holding company regimes 

Holding companies are exempt from cantonal and municipal corporate income tax in all Swiss 
cantons, provided the following requirements are met: 

− The purpose of the company as stated in the articles of association is the holding and manage-
ment of participations in affiliated companies; 

− The income deriving from the participations equals at least two-thirds of the total income gen-
erated by the company, or two-thirds of the assets as stated in the balance sheet consist of 
qualifying participations; and 

− The company is not engaged in any commercial activities in Switzerland. 

The cantons may accept certain minor activities, in particular, management, administration and 
licensing, but this varies from canton to canton. 

Like all other legal entities subject to federal corporate income tax, the annual net profit of holding 
companies is taxed at a rate of 7.83%. However, the participation relief as described above can 
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also be claimed at the federal level, leading to the almost total exemption of dividends and capital 
gains from taxation. 

9.3.3 Domicile company regime 

Domicile (administration, mixed or auxiliary) company regimes are legal entities that do not conduct 
any (or only conduct a limited amount of) business activities within Switzerland. A domicile com-
pany has no employees and no office infrastructure in Switzerland and carries out all of its business 
abroad. A mixed, administration or auxiliary company may have offices and personnel in Switzer-
land and may carry out support functions or minor trading activities in Switzerland, but these func-
tions or activities must be subordinate to the company’s non-Swiss business. A mixed company 
must derive at least 80% of its gross income from non-Swiss sources (for example, trading with 
foreign counter parties) and should generally incur at least 80% of its expenses (including costs of 
goods sold) outside of Switzerland. 

Swiss companies (and branches or foreign companies) with these characteristics are eligible for 
special tax treatment at the cantonal and municipal level (no particular tax status exists at the 
federal level). Standard income from Swiss sources is subject to standard cantonal and municipal 
taxation. Standard income from non-Swiss sources is partly exempt from tax (typically between 
70% and 90%). Income and gains from substantial equity investments in other corporate entities 
are fully exempt from tax. The effective tax rate of such companies is usually in the range of 8% to 
11%. 

9.4 Taxation of funding structures 

9.4.1 Thin capitalization 

The Federal Tax Administration issued a circular letter on June 6, 1997 on the criteria for hidden 
equity capital. This letter lays down detailed thin capitalization rules for purposes of direct federal 
tax. The total debt provided by shareholders or affiliated parties should not exceed the aggregate 
(market) value of the following assets of the company, as applicable, less the total interest-bearing 
debt capital from independent third parties (such as banks) at the end of the year: 

100% of cash 
90% of Swiss and foreign bonds issued in Swiss francs 
85% of loans and advances, receivables on supplies and services 
85% of inventory 
85% of other current assets 
80% of foreign bonds issued in foreign currencies 
70% of participations 
60% of Swiss and foreign shares listed on a stock exchange 
50% of other shares/investments in limited liability companies 
70% of operating real estate 
70% of private real estate, vacation homes and zoned land 
80% of other immovable property 
50% of machinery and equipment 
70% of other intangible assets 
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As a general rule, finance companies may have a maximum debt-to-equity ratio of 6:1, whereas 
holding companies are subject to the debt-to-equity financing rules mentioned above. These rules 
can be overruled by an arm’s length assessment. The excess debt finance is deemed to be equity 
if it is provided by a shareholder, or someone close to him/her, or if it is guaranteed by such a 
person while being provided by a third party. Interest on deemed equity is not deductible for cor-
porate income tax purposes and, in addition, is subject to 35% withholding tax (qualifies as a con-
structive dividend). 

For the calculation of excess interest, the maximum debt amount is multiplied by the maximum 
safe harbor interest rate published by the Federal Tax Administration on a regular (usually annual) 
basis. Only if the effective amount of interest paid is higher than the maximum amount calculated 
in accordance with the formula mentioned above will there be an adjustment of taxable profits and 
a recharacterization of them as a dividend. 

9.4.2 Deduction of finance costs 

Finance costs (for example, interest payments) paid to third parties are usually deductible for tax 
purposes. Payments of finance costs to related parties, however, have to comply with the thin 
capitalization rules (see above) and the maximum interest rates published annually by the Federal 
Tax Administration. For 2018, a maximum interest rate of 0.75% (holding companies) and 1.00% 
(trade and industrial companies) is accepted for loans of more than CHF 1 million. Different interest 
rates apply for foreign currencies. 

9.4.3 Restrictions on payments 

Swiss tax authorities consider interest payments on debt exceeding the thin capitalization rules as 
well as interest payments in excess of the minimum interest rates to be hidden profit distribution 
subject to a withholding tax at a rate of 35%. 

9.4.4 Return of capital (capital contribution principle) 

According to the capital contribution principle, all contributions (i.e., share capital, but also addi-
tional paid-in capital) to a legal entity may be repaid to the shareholder free of withholding tax. In 
addition, such a return of capital is exempt from income tax for individuals resident in Switzerland 
holding their shares as private assets. However, qualifying additional paid-in capital has to be ac-
counted for separately in the accounts in order to benefit from this regulation. 

9.5 Acquisition structures, restructuring and exit charges 

9.5.1 Acquisition 

Swiss tax regulations do not provide a group taxation regime. As such, any interest payments paid 
in connection with acquisition finance costs pushed down to the target company will not be ac-
cepted by most cantons as deductible expenses for the first five years following the acquisition. As 
an alternative, the acquiring company may indirectly push down part of the acquisition finance 
costs through a capital reduction or a distribution of reserves of the target company, which is gen-
erally accepted. 
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9.5.2 Reorganization 

Swiss taxation law contains specific provisions that provide for tax-neutral group reorganizations 
for all applicable Swiss taxes such as corporate income tax, withholding tax, stamp duties, income 
tax at shareholder level, real estate capital gains taxes, real estate transfer taxes and VAT. 

9.5.3 Exit (corporate migration) 

Under Swiss tax law, the exit of a Swiss company from Switzerland is regarded as a liquidation for 
withholding tax purposes. As such, withholding tax is due on the so-called liquidation proceeds, 
which is the difference between the market value of the assets and the nominal value, including 
any of the company’s additional paid-in capital reserves. In addition, the difference between the 
market and the book value of the assets is subject to corporate income tax, provided the assets 
will be removed from Swiss territory. 

9.6 Anti-avoidance and other relevant legislation 

9.6.1 General anti-avoidance 

In 1962, Switzerland unilaterally introduced an anti-abuse decree that applies to outbound invest-
ments of companies that are domiciled in Switzerland. This decree ensures that mere conduit com-
panies do not have access to the extensive Swiss double taxation treaty network. The decree 
provides, in particular, for minimum distribution requirements for certain companies. 

A general anti-avoidance doctrine based on the case law of the Swiss Supreme Court is applied 
by the Federal Tax Administration on inbound investments. In the event of treaty shopping, the 
Federal Tax Administration refuses to refund the withholding tax deducted from dividend distribu-
tions. 

9.6.2 Transfer pricing 

Switzerland follows the OECD model transfer pricing guidelines. Apart from these guidelines, Swiss 
tax law does not provide any additional transfer pricing regulations or documentary requirements 
that have to be taken into consideration for intra-group transactions. 

9.6.3 Tax clearance and rulings 

Switzerland is very well known for its advance tax ruling practice. This practice is often used to 
obtain certainty with regard to the tax treatment of a specific transaction. Usually, the tax ruling 
procedure takes just a few weeks and is a regular part of the overall transaction. The Swiss tax 
authorities at the federal as well as the cantonal and municipal levels are bound by a valid tax ruling 
as long as the facts and circumstances have been properly documented. 

9.7 Swiss Corporate Tax Reform III and Tax Proposal 17 

The third series of corporate tax reforms (hereinafter «SCTR III») was intended to abolish the re-
duced taxation of holding, domiciliary and mixed companies, as this reduced taxation is no longer 
in line with international standards. To prevent a loss of competitiveness for Switzerland, interna-
tionally accepted tax relief measures were introduced, with a focus on the promotion of innovation. 
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A referendum was held on the proposed reform. Opponents of the reform expected significant 
losses of tax receipts, and it was rejected by the people and the cantons on February 12, 2017. 

About six months after the failure of the SCTR IlI, the Federal Council proposed a new version of 
the project with Tax Proposal 17. The consultation process on the Federal Council’s revised Tax 
Proposal 17 was concluded in December 2017. The Federal Council drew up the bill based on 
responses received during the consultation process on the revised tax proposal. This bill is sup-
ported by the cantons as well as the cities and municipalities and was forwarded to parliament for 
discussion in March 2018. The bill includes the following measures: 

− Abolishment of the current preferential cantonal tax regimes (holding, domiciliary and mixed 
company status). The federal regimes (Swiss finance branch and principal company) are to be 
abolished via changes in practice. 

− Introduction of a mandatory cantonal patent box regime that complies with the OECD’s modified 
nexus approach. The patent box will be available in cases of patents or comparable rights. The 
maximum tax relief available for respective IP income will be limited to 90%. Cantons may opt 
for less extensive relief. 

− The option for cantons to introduce a super deduction of up to 50% on certain Swiss R&D 
expenses. Such Swiss R&D expenses would be personnel expenses directly allocated to R&D 
plus 35% of other R&D personnel expenses. Furthermore, 80% of the fees paid for (Swiss) 
contract research will also qualify for the super deduction. 

− The aggregated reductions of the tax basis through the patent box, an additional deduction for 
R&D expenditures and a step-up tax depreciation stemming from an early exit from a current 
tax regime in accordance with current cantonal practice will not exceed 70%. Cantons may 
introduce lower thresholds of the relief limitation. 

− Permanent establishments of foreign companies that are subject to ordinary income and capital 
taxation in Switzerland may benefit from a tax credit on foreign source taxes, which is currently 
only available for legal entities. 

− The cantons may implement a reduction of the portion of taxable equity relating to investments 
and qualifying patents. 

− The 5% threshold applicable to shares transferred to a self-owned company will be abolished. 
Accordingly, the transfer or sale of any shares, regardless of the amount or stake held, could 
result in taxable income at the level of the individual shareholder. 

− As a counter-financing measure, the Federal Council proposes to increase the minimum taxa-
tion of qualifying dividend income earned by individuals resident in Switzerland to 70% at the 
federal level and at least 70% at the cantonal level. 

− The transitional rules provide that hidden reserves (including goodwill) will be subject to a sep-
arate reduced taxation during a five-year period to the extent they have not been subject to 
income taxes in Switzerland to date. The relevant applicable tax rate is at the discretion of the 
cantons. 

− Companies or business functions migrated to Switzerland from abroad may benefit from a step-
up of hidden reserves (including goodwill) up to the fair market values in the tax balance sheet 
in the first tax return. 
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− In order to compensate the cantons for the losses in tax revenue expected to arise from the 
proposed changes in legislation, the Federal Council further proposes to increase the cantonal 
share of federal income tax revenue from the current 17.0% to 21.2% 

− Finally, the proposal also provides for an increase of the minimum family allowance by CHF 30 
per month. This means that child allowances will rise to at least CHF 230 and education allow-
ances will rise to at least CHF 280. In this regard, around 18 cantons will need to increase their 
payments. 

Parliament will decide on the proposal in autumn 2018. If no referendum is called, the first Tax 
Proposal 17 measures will enter into force on January 1, 2019, whereas most of the measures will 
enter into force on January 1, 2019. 

9.8 International tax policies 

Switzerland supports international efforts to achieve greater transparency and a level playing field 
with regard to the taxation of multinationals. As a member of the OECD, Switzerland actively par-
ticipated in the base erosion and profit shifting (hereinafter «BEPS») project. The Federal Council 
has instructed the Federal Department of Finance (hereinafter «FDF») to deliver analyses and 
proposals for implementing the outcomes of the BEPS project. 

Some outcomes are regarded as new minimum standards with which all G20 and OECD member 
states undertake to comply. The minimum requirements concern country-by-country reports, crite-
ria for taxing intangible property (patent boxes), the spontaneous exchange of information on ad-
vance tax rulings, access to the mutual agreement procedure for resolving disputes and the inclu-
sion of anti-abuse clauses in double taxation agreements. With its so-called «inclusive framework», 
the OECD has established a control system to monitor member states’ compliance with the mini-
mum requirements. 

With Tax Proposal 17, Switzerland will align its corporate tax law with international standards and 
abolish tax regimes that are no longer accepted internationally. In this way, the declaration of intent 
of the Federal Council and of the 28 EU member states of October 2014 will also be implemented. 
Switzerland is currently in the process of implementing other international standards stemming 
from the BEPS project; Switzerland will have the necessary legal basis with regard to the sponta-
neous exchange of information on tax rulings from January 1, 2018, with the OECD/Council of 
Europe multilateral administrative assistance convention. The statutory basis for the exchange of 
country-by-country reports is also being prepared. These country-by-country reports will allow for 
a general overview of the worldwide distribution of multinational profits and taxes. 

This chapter provided an overview of Switzerland’s tax legislation for companies, entrepreneurs 
and individuals. It also considered the international tax context and explained what measures Swit-
zerland intends to implement in the near future to be more transparent and aligned with interna-
tional standards. 
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Corporate Income Tax Rates 

in order of the amount of the tax burden 

Canton of Statutory tax rates Effective tax rates 

Lucerne 14.05 12.32 

Schwyz
3
 18.02 15.27 

Nidwalden 14.51 12.67 

Obwalden 14.60 12.74 

Appenzell Ausserhoden 15.00 13.04 

Appenzell Innerhoden
4
 16.50 14.16 

Zug 17.10 14.60 

Schaffhausen 19.21 16.11 

Uri 17.54 14.92 

Thurgau 19.66 16.43 

Neuchatel 18.50 15.61 

Glarus 18.62 15.70 

Graubünden 19.23 16.12 

Fribourg 24.79 19.86 

St. Gallen 21.06 17.40 

Ticino 26.05 20.67 

Aargau 22.85 18.60 

Solothurn 27.36 21.48 

Basel Landschaft 26.10 20.70 

Zurich 26.82 21.15 

Jura
5
 26.03 20.65 

Vaud 27.18 21.37 

Berne 27.62 21.64 

Valais 27.26 21.42 

Basel Stadt 28.5 22.18 

Geneva 31.86 24.16 

  

                                                      
3
 The legal entities pay a minimum tax (capital tax) instead of the profit tax if this exceeds the profit tax calculated according to §§71 to 

77StG SZ. The minimum tax is calculated on the basis of equity. 
4
 Reduction of profit tax by 50% on immediately distributed profit. 

5
 Including the annual staggered reduction of the simple tax rate by 1% up to 2020; from 2018 staggered reduction by 1% x 100/90 per 

year. 
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10. Trade 

10.1 General principles 

The responsible authority in Switzerland for trade is the State Secretariat for Economic Affairs, 
which is part of the Federal Department of Economic Affairs, Education and Research. However, 
trade is a non-regulated and non-supervised business in Switzerland. Generally speaking, the prin-
ciple of freedom of contract is upheld in commercial contracts. That being said, there are certain 
limitations to the parties’ ability to freely determine the content of contract. These limitations can 
be divided into two groups. 

First, there are some specific provisions in the CO that are mandatorily applicable. These provi-
sions include the right to terminate a contract and the protection of the parties against certain abu-
sive rights such as usury and bad faith. 

Second, there are limitations arising from laws other than contract law, particularly competition law, 
public law, criminal law and tax law. 

10.2 China-Switzerland Free Trade Agreement 

In 2013, Switzerland concluded a free trade agreement with China (hereinafter «FTA»). The FTA 
is China’s first free trade agreement with one of the world’s top 20 economies and the first one with 
a continental European country. A separate free trade agreement between the EFTA, of which 
Switzerland is a member, and Hong Kong has been in force since 2012. 

Before the FTA entered into force, Switzerland had no obligation with respect to imports from Main-
land China other than the obligation under the WTO General Agreement on Tariffs and Trade 
(hereinafter «GATT») not to apply customs tariffs higher than most favored nation (hereinaf-
ter «MFN») rates. Nevertheless, Switzerland unilaterally and without obligation abolished its tariffs 
for almost all industrial and other non-agricultural products except for clothes produced in Mainland 
China. Under the FTA, these unilateral and voluntary practices were converted into binding com-
mitments. 

The FTA contains a specific schedule of preferences of more than 400 pages setting out the re-
duction and abolishment of tariffs. Very generally put, tariffs were abolished for products which do 
not, or only insignificantly, compete with corresponding Swiss products (such as fish and tropical 
fruit). On the other hand, tariffs for products that compete with Swiss products were, subject to a 
number of exceptions, abolished or reduced, although in some cases this reduction only applies 
outside Swiss harvesting seasons or within WTO tariff quotas. 
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11. Labor 

11.1 Brief introduction to labor laws and regulations in Switzerland 

Switzerland’s labor market is considered to be one of the most liberal, as it is has a comparatively 
low level of regulatory density. Swiss labor law is governed by different laws and regulations among 
which the CO and the Labor Act are of central importance. In addition, in some areas of work the 
provisions of so-called collective bargaining agreements (or collective labor agreements, 
GAV/CCT/CCL) are applicable. All of these define the general rights and duties of employees and 
employers. 

In addition, employers must also take account of the laws governing employee social insurance, 
such as the Accident Insurance Law. For more information about social insurance see below. 

The CO generally covers all types of employment contracts and sets standards for collective bar-
gaining agreements, whereas the Labor Act regulates general health and safety requirements, 
working and resting times and provisions regarding particularly vulnerable persons, such as young 
workers and pregnant women. Both the CO and the Labor Act contain mandatory provisions that 
must be observed. However, certain provisions only constitute a minimum standard of duty and 
can be altered to the benefit of employees. The best example of this are the above-mentioned 
collective bargaining agreements. Such an agreement is made between employers or employers’ 
associations and employees’ associations regulating working conditions. Therefore, when employ-
ing persons in Switzerland, it is necessary to take account not only of Swiss labor laws, but of any 
agreements that may apply as well. 

The State Secretariat for Economic Affairs (hereinafter «SECO») is the federal branch for all issues 
relating to economic and labor market policy and provides all necessary information on the above-
mentioned topics online. For example, employers can refer to the SECO’s services in order to 
determine the applicable laws and agreements that apply in their particular case. 

11.2 Social insurance 

Social insurance in Switzerland is based on a system of three pillars: 

The first pillar includes old-age and survivors’ insurance and disability insurance. In general, the 
first pillar is mandatory for everyone and funded through joint contributions by the employer and 
the employee (as a percentage of the employee’s salary). If the employee retires or becomes dis-
abled, for instance, the first pillar provides the employee with benefits to meet his or her basic living 
expenses. 
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The second pillar includes occupational benefits and supplements the first pillar. Only employed 
persons in Switzerland are required to contribute to the second pillar; again, it is funded by joint 
contributions by the employer and the employee (as a percentage of the employee’s salary). The 
supplementary benefits of the second pillar allow employees to enjoy a better standard of living 
after retirement. The second pillar also includes the above-mentioned accident insurance, which is 
mandatory for all workers. Accident insurance is mostly funded by employers, with the exception 
of non-work-related accidents. 

The third pillar is an individual and not mandatory private pension. Working and non-working per-
sons may make (partially tax-deductible) contributions to pension plans in order to save more for 
retirement. 

Employers are responsible for registering their employees with the corresponding insurance and 
making the necessary contributions. The Federal Insurance Office provides information on these 
insurances and on mandatory contributions. 

The three Swiss insurance pillars 

 
Source: swissinfo.ch, 2018. 

11.3 Requirements when employing foreign workers 

Individuals with a foreign citizenship are subject to a dual registration and permission procedure 
before being allowed to work in Switzerland. When assessing the admission of foreign workers, 
the State Secretariat for Migration (hereinafter «SEM») or the corresponding cantonal migration 
authority impose different entry requirements based on the nationality of the citizen. 
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11.3.1 Visa requirements 

Depending on the nationality of an individual and the duration of his or her stay, a visa may be 
required to enter Switzerland. If so, the individual must submit a visa application to the Swiss rep-
resentative office (embassy or consulate) in his or her place of residence prior to entering Switzer-
land. The respective Swiss representative office’s website provides information on the necessary 
documents, fees and general application procedure. 

A general distinction is made between citizens of EU / EFTA member states and those of other 
countries (third countries). Citizens of EU / EFTA member states, for example, do not need a visa 
to enter Switzerland, regardless of the duration of their stay. Citizens of most other countries need 
a visa if they intend to stay for more than three months; for some countries, a visa is required even 
for shorter stays. 

The SEM is the federal branch for all issues relating to immigration, integration and emigration and 
provides all necessary information on the above-mentioned topics online. See www.swiss-visa.ch 
for information on visa requirements, and the website of the Federal Department of Foreign Affairs 
(hereinafter «FDFA») for information on bilateral relations. 

11.3.2 EU / EFTA-Nationals 

According to the Bilateral Agreement on the freedom of movement of persons (hereinaf-
ter «AFMP»), citizens of an EU / EFTA member state generally have the right to freely enter, live 
and work in Switzerland. Exceptions apply to nationals from Croatia, Bulgaria and Romania. 

In all cases, a registration at the cantonal migration and labor market authority is mandatory. Em-
ployees have to register personally online or at the corresponding Resident’s Registration office 
before commencing work in Switzerland. 

With regard to the length of the employment, a residence permit (which counts as work permit) 
may be necessary in addition to the mandatory registration. Therefore, individuals from the above-
mentioned states working in Switzerland for a maximum period of 90 days per calendar year are 
subject only to the registration requirement and do not need an additional permit. However, if the 
employment lasts more than 90 days per calendar year, individuals are subject to the issuance of 
a permit. Such a permit is granted upon presentation of proof of employment (employment con-
tract), its period of validity depending on the duration of employment. For example, if the employ-
ment lasts between three months and one year, EU / EFTA nationals are entitled to a short-stay 
permit (category L) for the period of the employment. For employment lasting for more than one 
year or for an unlimited duration, residence / work permits (category B) must be issued. 

11.3.3 Third country nationals 

Nationals from third countries always require a work permit. By decree of the Federal Council, 
workers from third countries are generally only admitted in limited numbers to the Swiss labor 
market and only if they are well qualified. 

The criteria for admission and issuance of work permits are contained in the Federal Act on Foreign 
Nationals and in the Decree on Admittance, Residence and Employment. 
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The requirements for obtaining a work permit as a third-country national are high; for example, 
third-country nationals may only be admitted if a person cannot be recruited from the labor market 
in Switzerland or another EU / EFTA member state since these persons are given priority. The 
employer is required to submit a comprehensive and well-documented application. 

Work permits for non-EU/EFTA nationals: procedure 

Application 
submission 

The employer Submits the relevant application documents to the cantonal employment service. 
Depending on the case or canton that is competent to examine applications, ap-
plications are to be submitted to the migration agency of the given canton. Workers 
from nations subject to visa requirement are requested to apply for a visa with the 
local Swiss diplomatic representative office abroad. 

Application 
screening 

The cantonal 
employment service 

Screens applications according to ANAG directives and makes a preliminary de-
cision. Applications approved by the canton need to be submitted to the State 
Secretariat for Migration for final approval. 

Application 
screening 

The State Secretariat for 
Migration SEM 

Processes applications according to criteria that apply for all of Switzerland. The 
applicant, employer and both cantonal offices receive a formal written decision 
from the Migration Office. The decision is subject to a charge, payable by the em-
ployer, and does not authorize the applicant to enter Switzerland. 

Issuance of 
visa 

The cantonal migration 
authority 
(formerly aliens’ police 
department) 

Advises (with the consent of the SEM where persons from nations subject to visa 
requirements are concerned) the appropriate Swiss diplomatic representative of-
fice abroad to issue a visa. Applicants are requested to collect their visa at that 
specific Swiss representative office. 

Registration The employee Registers with the residents’ registration office no more than 14 days after entering 
Switzerland. Only then is the individual allowed to commence employment. 

Source: State Secretariat for Migration (SEM), 2018 
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12. Debt collection, dispute resolution and enforcement 
Debt collection under the Swiss Federal Act on Debt Collection and Bankruptcy 
(hereinafter «SFADC») 

12.1 Commencement 

In Switzerland, debts – irrespective of their basis, i.e. whether they are based on an enforceable 
judgment or merely on a disputed claim – are pursued through the governmental Debt Collection 
Office (hereinafter «DCO») at the debtor’s domicile. Every canton has at least one DCO. A creditor 
initiates the debt collection process by filing a debt collection request with the respective DCO. The 
DCO then submits a demand for payment to the debtor (whether a natural person or a legal entity), 
which may be contested by the latter. The fee for this service depends on the size of the debt, but 
is rather modest. For instance, for a debt of more than CHF 1 million the fee is about CHF 400. 

If the debtor wishes to contest the demand for payment, the debtor may submit an objection no-
tice, either verbally or in writing, to the DCO within ten days. The creditor then has to seek removal 
of the objection, either in summary court proceedings, if he has an acknowledgment of debt or 
already has a domestic or foreign court order, or in ordinary court proceedings, in all other cases. 

Unsettled debts, for which debt collection has been instituted, are recorded in a debt collection 
register for a certain period and are open to inspection by everyone who can show a legitimate 
interest. When applying for a loan, job, apartment, etc., very often an extract from the debt collec-
tion register showing open debts may be requested. 

12.2 Debt collection process 

If the demand for payment is not contested by the debtor, or if the debtor’s objection is removed 
by a final judgment, the creditor may ask the DCO to proceed with the collection process. 
Sometimes, the debtor agrees to pay upon request by the DOC and sometimes there is insufficient 
solvency to meet the claim. 

Under certain conditions, the debtor is subject to bankruptcy proceedings that are also regulated 
by the SFADC, for instance, if the debtor is a legal entity, is entered in the commercial register as 
a sole proprietor or general partner of a company, or if the claim is executed in the form of a bill of 
exchange or a check. In these cases, the creditor must file a petition for bankruptcy with the court 
and the judge declares the debtor bankrupt if the debt is not paid by a final deadline. In bankruptcy, 
all debts become due immediately and are divided into three groups: employees of the debtor, 
among others, are included in the first group, while, for instance, social insurance is included in the 
second group, and all other creditors are included in the third group. A receiver is appointed who 
must sell all of the debtor’s assets in order to satisfy the creditors, first the ones in the first group, 
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then the ones in the second group, and finally, if any funds are left, the ones in the third group, with 
whatever funds are left over divided evenly. If, however, an asset is pledged, the claim of the 
pledgee is paid first with the proceeds of the sale of this asset. Needless to say, the creditors in 
the third group are quite often only paid a very small percentage of their claims. Therefore, a third 
group creditor must consider carefully whether to file a bankruptcy petition against a debtor, as the 
recovery in bankruptcy proceedings is often rather poor and, as the petitioner, the creditor must 
pay the court fees and will be held liable for the costs incurred for the first part of the bankruptcy 
proceedings. 

All other debtors not subject to bankruptcy proceedings face an asset seizure equivalent to the 
value of the creditor’s debt. The DCO first seizes the liquid assets and, if the current assets do not 
meet the claim sufficiently, the debtor’s fixed assets are sold. Very often, the sale takes place by 
means of an auction, particularly if a house must be disposed of. In addition, a garnishment of the 
debtor’s wages for one year is possible, although a minimum subsistence level must be observed. 
Before any sales proceeds are forwarded to a creditor, the DCO’s costs must be covered. 

All creditors whose claims are not fully met receive a loss certificate with a statute of limitations 
of 20 years. If a loss certificate is issued in bankruptcy proceedings, it can only be enforced if the 
bankrupt person gains new assets; wage garnishment is not possible as it is with a loss certificate 
against another debtor. 

12.3 Litigation 

12.3.1 Legal system 

Switzerland is a civil law jurisdiction where case law is of less importance than in common law 
jurisdictions, since the primary sources of legal authority are written codes and statutes. Civil pro-
cedure is generally governed by the Swiss Code of Civil Procedure (hereinafter «SCCP»). How-
ever, in cross-border matters, especially with the EU, the Lugano Convention on Jurisdiction and 
the Recognition and Enforcement of Judgments in Civil and Commercial Matters (hereinafter 
«LugConv») must be observed in addition to the Swiss Federal Act on Private International Law 
(hereinafter «SPILA»), which is applicable to all international issues related to the conflict of private 
laws in Switzerland. 

Recovery of damages is limited to the amount actually suffered; punitive damages are not avail-
able under Swiss law, but judgments that award sums of money usually include a statutory interest 
rate of 5%. Class actions are not yet possible, but they have already been discussed several 
times during the legislative process. 

The Swiss court system basically consists of three instances: at the cantonal level, the courts of 
first instance (mostly called district courts) and one court of second instance per canton (usually a 
court of appeal), and at the federal level, the third and final instance, the the Swiss Federal Su-
preme Court. The cantons are free to have specialized courts at the first level, for instance for 
labor or tenant matters. In four cantons (Zurich, Bern, Saint Gallen and Aargau) commercial courts 
judge commercial disputes as the sole cantonal instance and their judgment can only be appealed 
to the SFSC. Additionally, in some specialized areas of law, such as certain intellectual property 
rights, competition law, use of company names, claims against the federal government and claims 
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relating to collective investment schemes, each canton is required to designate a specific court. 
The Federal Patent Court was established for patent claims. 

As a rule (with several exceptions), the parties are required to participate in conciliation proceed-
ings before an action can be filed with a court. At a hearing, a conciliation judge tries to identify a 
settlement that is satisfactory to both parties. In cases involving minor sums, the conciliation judge 
may even render a judgment. If no settlement can be reached, the conciliation judge will issue a 
permission to sue, which must be submitted together with the statement of claim to the competent 
court by a given deadline. Prior to an action brought before a commercial court, there are no con-
ciliation proceedings, but the commercial court itself usually holds settlement meetings with the 
parties. 

Often, the parties agree on the court has exclusive jurisdiction over an existing or future pecu-
niary dispute arising from a particular legal relationship. The designated Swiss court must honor 
an exclusive jurisdiction clause, unless none of the parties is domiciled in a LugConv country and 
Swiss law is not applicable based on the merits of the case. 

12.3.2 Court proceedings 

On average, litigation before the first instance lasts between one and two years; before a commer-
cial court, it can last much longer if no settlement is reached during one of the settlement meetings. 
The duration before the second instance and then before the SFSC generally is shorter. 

Before a court, the parties must present the facts, typically in two written pleadings each, one 
after the other. Together with their pleadings, the parties must also file documentary evidence and 
offer any other evidence permissible under the SCCP on which they rely. It should be noted that 
the parties are not required by law to present legal arguments, as it is presumed that the courts 
know the law. However, in practice, the parties do give legal explanations. Statutes of limitation 
are a matter of substantive civil law and are only considered by the court if invoked by a party. 

The court’s jurisdiction can be disputed. However, as soon as the defendant submits arguments 
on the merits without disputing the court’s jurisdiction, the defendant waives this right and submits 
to the court’s jurisdiction. 

A defendant can file an application for a third-party complaint when filing the statement of de-
fense. If the court admits this complaint and the third party decides against taking part in the pro-
ceedings, the third party is later barred from invoking the defenses it used during the original pro-
ceedings. 

In cases involving minor sums (i.e. when the amount at stake does not exceed CHF 30,000) or in 
summary proceedings, the parties can be ordered to plead orally in a hearing. In summary pro-
ceedings, the parties are limited to evidences that can immediately be submitted to the judge, such 
as documents or written party statements. 

If a defendant does not file a statement of defense and/or does not appear at the hearing, 
despite being duly summoned, the court decides based on the submissions on file and, generally, 
may rely on the plaintiff’s representations. However, the defendant’s failure to attend the hearing 
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may be construed as an objection of the venue and the court. Thus, the court must first rule on its 
jurisdiction. 

After the pleadings have been noted by the court, it indicates the admissible evidence and desig-
nates the party bearing the burden of proof. The following types of evidence are admissible: 
documents, witness testimony, expert opinions, written statements, inspections, and party asser-
tions and testimony. Testimony is given during oral hearings, while experts usually provide their 
expertise in writing, unless a party insists on asking for additional explanations. The SCCP does 
not provide for a pre-trial discovery phase. However, in specific circumstances, taking evidence as 
a precautionary measure is possible before the action is filed. During proceedings, the parties may 
request a specific document that is in the possession of the opposing party or a third party. At the 
end of the proceedings, the parties may comment on the results of the evidence and give a sum-
mary of their case in a final hearing. 

During the proceedings, the court can call the parties for hearings, mainly to facilitate a settle-
ment. In such meetings, the judge may provide an opinion on legal issues and make the parties 
aware of the difficulty of proving crucial disputed facts. 

The proceedings end with the issuance of the judgment. The decision is not necessarily given with 
reasoning; however, the reasons must be provided if requested by one of the parties within ten 
days following notification of the decision. Courts may also render an interim decision (usually 
about the jurisdiction of the court) or a partial decision (specific kind of final decision with regard to 
only one part of the claim). 

Appeals must be lodged within a fixed deadline of thirty days or, in particular matters, of just ten 
days. In principle, it is possible to challenge the findings of fact, the exercise of judicial discretion 
and the application of the law, but the parties must not make new allegations or raise new defenses, 
except under very limited conditions. Decisions of a commercial court or a cantonal upper court 
can be challenged with an appeal to the SFSC if the amount in dispute is greater than CHF 30,000, 
or if a legal question of fundamental importance is at stake. Although an appeal, generally, does 
not have suspensive effect, the appellate court may, upon motion, suspend the enforceability of 
the contested decision. 

The SCCP requires the civil court proceedings and the delivery of judgments to be public. Copies 
of judgments of the second instance courts and of the SFSC can be requested by anyone and are 
frequently published online in anonymized form. However, briefs and documents filed by the parties 
and the court’s deliberations are kept confidential. 

12.3.3 Interim remedies 

Conservatory measures are intended to secure the enforceability of a future judgment. In cases 
of exceptional urgency, interim measures may be granted in ex parte proceedings. 

A motion for a preliminary injunction will be granted only if the application can show that the 
applicant is likely to prevail on the merits in the subsequent or a pending court case and that, in 
the absence of the requested injunction, the applicant will suffer irreparable harm. The most com-
mon measure is an order prohibiting the disposal of a property that is the subject of dispute. 
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A creditor can secure the enforcement of a monetary claim by seeking an attachment of the 
debtor’s assets, provided for by the SFADC. The creditor must prove, prima facie, the claim, the 
assets’ location in Switzerland and the statutory ground for the attachment (for instance, the 
debtor’s attempt to conceal assets, or a sufficient connection of the claim to Switzerland if the 
debtor’s domicile is abroad). Often, the judge requires the applicant to post a bond for covering 
possible damages. A successful application for an attachment order allows the applicant to bring 
subsequent substantive proceedings in a court where the assets are located, even if that court 
would not otherwise have jurisdiction over the dispute. However, this venue will not be available if 
the defendant is domiciled in a LugConv member state. 

Other interim measures may be sought in order to preserve the position of a party until the 
dispute is resolved. The applicant must provide prima facie evidence that his/her right either was 
or likely will be violated and that this violation threatens to cause harm that cannot easily be re-
paired. The court can order measures to regulate ongoing relationships or measures to require or 
prohibit certain actions. Also available are measures to preserve evidence that might otherwise be 
destroyed or hidden. 

If a person has reason to believe that he/she will receive a court order passed ex parte, such as a 
provisional order, a freezing order or an enforcement order under the LugConv, he/she can file a 
preventive statement of defense with the respective court. This statement must be renewed 
every six months and will only be brought to the attention of the opposing party after the latter has 
filed the anticipated request of interim measures. 

12.3.4 Costs 

Court fees are calculated on the basis of cantonal statutory rules and depend on the value in 
dispute. Attorneys’ fees can be freely arranged between lawyers and their clients, usually at 
hourly rates. While contingency fees are not permitted, conditional fee arrangements providing for 
a base fee of a reasonable income and, in case of success, a bonus, which may not be higher than 
the base fee, are allowed. 

The party that is successful in court may recover costs from the opponent; however, attorneys’ 
fees are usually not fully recoverable. A small number of third-party funding providers have estab-
lished themselves in Switzerland. These request a share of the amount awarded in the judgment 
or in a settlement. In addition, legal protection insurance has become a popular way to cover liti-
gation costs, particularly for smaller disputes. 

12.3.5 Enforcement 

Monetary judgments are enforced as debt collection (see the beginning of this section, under the 
SFADC). Non-monetary judgments are enforceable either directly as specified in the court deci-
sion or, indirectly, via a court that is competent to order enforcement measures. Often, criminal 
sanctions are threatened in order to ensure compliance by the obligated party with the judgment. 

The recognition and enforcement of foreign judgments depend on the country where they were 
rendered and whether there is a treaty with Switzerland. Judgments from member states of the 
LugConv will be recognized and enforced in Switzerland without a review of the substance of the 
judgment, apart from narrowly defined exceptions. Recognition of judgments from other countries 
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is regulated by the SPILA and is granted when the decision is final and the defendant fails to prove 
one of the following: That he/she was not duly summoned; that the foreign decision was rendered 
in violation of fundamental principles of Swiss procedural law (for instance, when the right to be 
heard was denied); that the matter either was subject to other proceedings brought in Switzerland 
first or was adjudicated by another court; or that recognition is contrary to Swiss public policy. 
However, reciprocity is not required. Once a decision is recognized under the SPILA, it is enforced 
in the same way as a domestic judgment. 

12.4 Alternative dispute resolution 

12.4.1 Arbitration 

Arbitration is the only alternative to court litigation through which it is possible to achieve a final, 
binding and enforceable resolution of a dispute. However, a distinction is made between domestic 
and international arbitration. Usually, any pecuniary dispute may be submitted to international ar-
bitration, while all claims that parties may freely dispose of are open to domestic arbitration. How-
ever, claims that primarily affect a party’s personal rights (such as divorce, child adoption, paternity) 
cannot be arbitrated. If an arbitration agreement was validly concluded, a Swiss court must decline 
to hear the case upon motion of the respondent. 

Due to the liberal approach of the Swiss legal system toward arbitration and based on its political 
stability and neutrality, Switzerland has always played an important role in international arbi-
tration. Zurich, Geneva and Basel are important arbitration centers for commercial disputes, while 
Lausanne is preferred for sports arbitration. 

International arbitration, i.e., an arbitration where at least one of the parties has its residence 
outside Switzerland when concluding the arbitration agreement, is governed by the SPILA (which 
are undergoing slight revisions). Typically, the parties refer to the rules of procedure of an arbitra-
tion body or submit the proceedings to a procedural law of their choice. Very often, reference is 
made to the arbitration rules of one of the arbitration organizations, such as the Swiss Chambers’ 
Arbitration Institution with its Swiss Rules of International Arbitration or the International Cham-
ber of Commerce (ICC) with its ICC Rules of Arbitration. Needless to say, UNCITRAL rules are 
also often chosen. 

An international arbitral tribunal has the power to grant interim measures. And, if such provisional 
or protective measures are not observed by the relevant party, the arbitral tribunal can seek assis-
tance from a court to enforce the appropriate order. 

Switzerland is a party to the Convention on the Recognition and Enforcement of Foreign Arbitral 
Awards concluded in New York in 1958, the so-called «New York Convention». Swiss legislation 
applies the New York Convention regardless of whether the country where the seat of the arbitra-
tion is located is a party to this convention. The party seeking to enforce the award does not have 
to obtain a declaration of enforceability from the court at the venue of the arbitration. 

Domestic arbitration is when all parties concerned are resident in Switzerland and are governed 
by the SCCP. The parties, however, are free to agree in writing to opt out of or into the SPILA. 
Swiss courts may assist with the constitution of an arbitral tribunal, particularly with the appoint-
ment, removal or replacement of arbitrators. Provisional measures may be granted by the arbitral 
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tribunal or by a court upon application by a party. Swiss courts will also assist with the taking of 
evidence, among other things. 

Both domestic and international arbitration awards can only be appealed before the SFSC, unless, 
in the case of domestic arbitration, the parties have agreed to the jurisdiction of the upper court in 
the canton where the arbitration proceedings are held. The challenge of an international award is 
limited to Swiss public policy and certain essential procedural rights, while domestic awards can 
also be contested on the grounds of arbitrariness. 

Costs are quite high, especially for smaller disputes, as the arbitral tribunal must consist of three 
arbitrators. Usually, the fee for the arbitral tribunal must be paid equally by the parties in advance, 
and if the defendant fails to pay, the plaintiff is required to provide the advance for both parties. 
Compared to state courts, however, arbitration proceedings are much faster once the arbitral tri-
bunal is constituted. 

12.4.2 Mediation 

Mediation has become quite popular for the amicable resolution of commercial disputes. Generally 
speaking, mediation is a non-judicial method of conflict resolution in which an impartial third 
party seeks to help resolve a dispute by facilitating settlement negotiations. Because of its speed 
and efficiency, the cost of mediation is only a fraction of the cost of court proceedings or arbitration. 
Sometimes, the parties can find creative solutions for satisfying the various interests. The media-
tion process attempts to preserve the relationship between the parties that are in conflict and often 
helps to maintain ongoing relationships. The mediator does not have the authority to impose a 
binding solution on the parties. However, settlements reached through mediation are considered 
to be extrajudicial settlement agreements with the binding effect of an ordinary contract. 

The Swiss Chambers’ Arbitration Institution has adopted rules of commercial mediation and, for 
mediators, a code of conduct. The ICC also has its own mediation rules. Other important institutions 
for mediation are the Swiss Chamber of Commercial Mediation, the Swiss Mediation Association 
and the Swiss Bar Association. 

12.4.3 Others 

Further means of alternative dispute resolutions available in Switzerland are expert determina-
tion, frequently used in relation to price adjustment disputes, for instance, in M&A transactions, 
and proceedings before an ombudsman (for example, in banking or insurance matters). 
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