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Towards the end of the year, the question repeatedly arises whether special VAT regulations have to be
considered or whether any corrections (e.g. of already declared input VAT deductions) have to be made
or included in the last quarterly VAT return of the year. In particular, it is not uncommon for the correction flat rate for interest income to be applied. When may/should this be used and when is no correction
necessary?
The VAT Law regulates in Art. 21 VAT Law which supplies are exempt from VAT without credit. These include in
particular turnover in the area of money and capital transactions (Art. 21 para. 2 item 19 let. e VAT Law). Unlike
other supplies that are exempt from VAT, a potential option for VAT is excluded for transactions in the financial
sector. Expenses incurred in connection with the provision of such supplies therefore never entitle to input VAT
deduction.
Input VAT correction by means of flat rate
If supplies are purchased for both taxable and exempt transactions (so-called mixed use), input VAT can only be
claimed to the extent of the taxable use. The non-deductible part of the input VAT must be separated by means of
a correction. For certain transactions, the Swiss Federal Tax Administration (SFTA) has defined flat rates to simplify
the calculation of the input VAT correction.
What does this mean for my company?
In the case of granting loans as well as interest income and income from securities trading, the input VAT correction for the mixed-use administrative infrastructure can be calculated at 0.02% of interest income and income
from securities trading. The flat rate is applicable if the interest income and income from trading in securities is
more than CHF 10`000 per year and more than 5% of total turnover. Below these minimum values, no input VAT
correction is to be made.
What do I have to think about?
The company may only apply the flat-rate input VAT correction of 0.02% for the mixed-use administrative infrastructure if the interest and capital income (financial income) is a secondary activity. If the generation of turnover in
the area of money and capital transactions qualifies as the main activity, the input VAT correction must be made on
the basis of a separate calculation that leads to an adequate result. A calculation method is considered adequate if
it takes into account the principle of efficiency of imposition, is auditable economically and allocates the input VAT
according to their use for a particular activity (Art. 68 para. 2 VAT Ordinance).
The flat rate is only applicable to the mixed used supplies. If expenses (e.g. bank custody fees) are directly attributable to business activities that do not entitle the taxable person to deduct input VAT, these expenses are not
covered by the flat rate.

Holding company: Input VAT correction on dividend income?
The sale of securities is an exempt supply. However, when equity interests in companies are acquired, held or
transferred, the focus is no longer on securities trading but on the organization of the company. The acquisition,
holding and management of participations is a business activity that entitles the holder to be entered in the VAT
register. Input VAT incurred in the acquisition, holding and management of participations may be claimed in full
(Art. 29 para. 2 VAT Law). These can be incurred, for example, in the case of consultancy services as part of due
diligence in connection with the purchase or sale of a participation.
Pursuant to Art. 18 item 2 let. f VAT Law, dividends and other profit shares constitute so-called non-remuneration
and are irrelevant for the calculation of the input VAT deduction. Dividend income must be recorded in the VAT
return form under the heading „other cash flows“ in box no. 910 (purely declaratory information).
What is considered a participation in terms of VAT?
According to Art. 29 para. 3 VAT Law, participations are shares in the capital of other companies which are held
with the intention of long-term investment and which provide a significant influence. In particular, shares of at least
10% of the capital are considered to be participations.
We will be happy to support you in the VAT qualification of your supplies or the calculation of input VAT corrections
and are also available to answer any other questions you may have.
The whole VAT team wishes you a merry Christmas
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