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Treasury Shares: Key Update from the
Swiss Federal Tax Administration

On 5 November 2026, the Swiss Federal Tax Administration (SFTA) published Circular Letter No. 51 on the tax
treatment of treasury shares (Circular Letter 51). Replacing Circular Letter No. 5 of 19 August 1999, the new
guidance reflects legislative changes and developments in the relevant case law over the past 27 years. It
provides updated guidance on the Swiss tax treatment of the acquisition and disposal of treasury shares and
clarifies various important tax implications for Swiss companies and their shareholders.

Under Swiss corporate law, a company may generally acquire its own shares up to a maximum of 10% of its
share capital. In certain circumstances, particularly where registered shares are acquired in connection with
restrictions on their transferability, this threshold may be increased to 20%.

From a tax perspective, the acquisition and subsequent disposal of treasury shares are subject to additional
requirements, including specific holding periods. Acquisitions exceeding the applicable corporate law limits
may trigger withholding tax consequences on the level of the acquiring company and, where the selling share-
holder is an individual, income tax consequences in the form of taxable liquidation income. Where acquisitions
remain within the applicable limits, the tax treatment generally depends on whether the treasury shares are
resold within the applicable six-year period. Under certain conditions, this period may be suspended in con-
nection with specific financing transactions, such as convertible or option bonds, or employee participation
plans. As a result, the applicable period may be extended up to twelve years or, in certain cases, even longer.

Circular Letter 571 provides updated guidance on the accounting and tax treatment of treasury shares, focu-
sing in particular on withholding tax, direct federal income tax and stamp duties. The key aspects of the revi-
sed guidance and their practical implications are summarised below.
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1. Accounting treatment and tax classi-
fication of treasury shares

Under the revised Swiss accounting ru-
les, treasury shares must be recognised
as negative equity measured at cost
rather than as an asset on the balance
sheet. The negative equity item in ques-
tion will be adjusted only upon the ac-
quisition, reissue or cancellation of trea-
sury shares, in each case by reference
to their acquisition cost. Subsequent
changes in the market value of treasury
shares are not reflected in the financial
statements.

In its decision of 6 June 2024
(9C_135/2023), the Swiss Federal Sup-
reme Court confirmed the tax implica-
tions of this accounting treatment for
corporate income tax purposes. It held
that the acquisition of treasury shares
were to be treated as a capital reduction
as treasury shares do not constitute an
effective asset of the company. Accor-
dingly, the subsequent reissue of trea-
sury shares will be treated as a tax-neu-
tral capital contribution for corporate
income tax purposes.

2. Swiss witholding tax
2.1. Acquisition of treasury shares

For withholding tax purposes, the ac-
quisition of treasury shares is generally
treated as a partial liquidation. Withhol-
ding tax will fall due immediately if the
acquisition is made with a view to a ca-
pital reduction or exceeds the applicable
limits under Swiss corporate law. If the
acquisition is not initially intended to fi-
nance a capital reduction, but the com-
pany subsequently resolves to reduce its
capital, the corresponding withholding
tax liability will arise once the relevant
corporate resolution has been adopted.

Where neither of these circumstan-
ces applies, the acquisition of treasury
shares is generally subject to a six-ye-
ar holding period. If the company does
not resell the treasury shares within
this period, a partial liquidation will be
deemed to occur upon expiry of the six-
year period. This rule applies to trea-
sury shares representing up to 10% of
the share capital. The first-in, first-out
(FIFO) principle applies when determin-
ing which treasury shares are deemed
to have been acquired first. Where the
acquisition exceeds the 10% threshold
under the special exceptions permitted
by Swiss corporate law, the shares ac-

quired in excess of this threshold must
generally be resold or reissued within
two years to avoid any withholding tax
conseguences.

If the company acquires its own shares
at a price above their market value, the
excess amount will be treated as a hid-
den distribution and therefore be sub-
ject to withholding tax.

Circular Letter 51 also clarifies the ru-
les for treasury shares acquired in con-
nection with convertible or option bonds
and employee participation plans. In
such cases, the six-year resale peri-
od may be suspended, subject to cer-
tain conditions. The treasury shares in
guestion must have been acquired for
the relevant arrangement from the out-
set and be separately identifiable in the
company's accounts. Shares initially ac-
quired for another purpose cannot sub-
sequently be reallocated to benefit from
this treatment.

An exception to the corporate law ac-
quisition limits applies where the resa-
le of the treasury shares is legally se-
cured at the time of acquisition and the
company does not bear any price risk
in the interim. In these circumstances,
the acquisition will be treated as a mere
pass-through transaction and will not
count towards the applicable acquisition
limits.

Circular Letter 51 also addresses spe-
cific scenarios involving the acquisition
of treasury shares under a capital band
and by companies listed on a Swiss
stock exchange. In particular, it sets out
special rules governing the withholding
tax treatment of such acquisitions and
the allocation of any liquidation sur-
plus to capital contribution reserves. For
listed companies, the requirement to
allocate at least 50% of the liquidation
surplus to capital contribution reser-
ves applies irrespective of whether the
shares are repurchased through a se-
cond trading line.

Furthermore, the acquisition of treasury
shares through a directly or indirectly
controlled subsidiary is treated in the
same way as a direct acquisition by the
parent company in accordance with Ar-
ticle 659b of the Swiss Code of Obliga-
tions. The parent company is therefore
the relevant taxpayer for withholding tax
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purposes.
The taxable amount generally corre-
sponds to the difference between the
acquisition price and the paid-up nomi-
nal value of the acquired shares, taking
into account any relevant capital contri-
bution reserves.

2.2. Reissue of treasury shares

As a general rule, the reissue of treasu-
ry shares does not give rise to tax-re-
cognised capital contribution reserves.
However, where the original acquisition
has already triggered an immediate or
deferred partial liquidation, the portion
of the reissue proceeds exceeding the
nominal value may qualify as capital
contribution reserves, to the extent that
it can be charged to other reserves.

Circular Letter 51 also clarifies the with-
holding tax treatment of treasury shares
reissued below market value or nominal
value. Where the original acquisition has
not already triggered an immediate or
deferred partial liquidation, the reissue
of treasury shares to a shareholder or
a related party at a price below market
value may give rise to a hidden distribu-
tion subject to withholding tax. Where
the original acquisition has already trig-
gered such a partial liquidation, a reis-
sue below the paid-up nominal value
may give rise to a hidden distribution to
the extent of the difference.

2.3. Right to reclaim withholding tax

The right to reclaim withholding tax ge-
nerally rests with the original seller of
the treasury shares. The relevant requi-
rements for reclaiming withholding tax,
including the applicable residence or
registered office requirements and the
seller’s right to use the relevant shares,
are assessed at the time the withhol-
ding tax claim arises. This principle is
also applicable to withholding tax claims
arising on expiry of the six-year holding
period.

2.4, Transfer of registered office to
and from Switzerland

Circular Letter 51 equally clarifies the
withholding tax consequences of the im-
migration and emigration of companies
holding treasury shares.

Where a foreign company transfers its
registered office to Switzerland, the pri-
or acquisition of treasury shares does
not trigger Swiss withholding tax, the
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relevant partial liquidation and resul-
ting reduction in the company’s assets
having taken place abroad. Accordingly,
the six-year holding period is not rele-
vant in this context. However, any trea-
sury shares acquired before the trans-
fer must be taken into account when
determining the applicable acquisition
limits under Swiss law for any subse-
guent acquisitions. Moreover, they must
be separately recorded or otherwise ap-
propriately documented.

Conversely, where a Swiss company
transfers its registered office abroad,
any due withholding tax must be settled
upon the transfer on the difference bet-
ween the market value and the nominal
value of the treasury shares, taking into
account any relevant capital contribu-
tion reserves.

3. Direct federal income tax

For corporate income tax purposes, the
acquisition of treasury shares generally
has no tax consequences for the acqui-
ring company. Any changes in the value
of the respective treasury shares during
the holding period are disregarded for
tax purposes.

Upon reissue, any resulting gain will be
treated as a tax-neutral capital contribu-
tion pursuant to Article 60(a) of the Fe-
deral Direct Tax Act (FDTA). Conversely,
any loss recognised in the income state-
ment must be added back to the taxable
profit since it does not constitute a tax-
deductible business expense.

The tax consequences for the selling
shareholder depend on whether the re-
levant treasury shares form part of the
shareholder’'s private or business as-
sets.

Where the shares form part of the sha-
reholder’s private assets, an acquisition
in connection with a capital reduction or
in excess of the applicable limits under
Swiss corporate law generally results in
taxable income from movable assets in
the form of a liquidation dividend. The
taxable amount corresponds to the dif-
ference between the sale price and the
aggregate of the nominal value of the
shares and any relevant capital contri-
bution reserves. The partial taxation ru-
les under Article 20(1°¢) of the Federal
Direct Tax Act may apply, provided that
the statutory requirements are met.

If the acquisition remains within the
statutory limits and the company resells
the treasury shares within the relevant
period (generally six years for tax pur-
poses), the original seller will realise a
tax-free private capital gain. If the com-
pany does not resell the treasury shares
within this period, the initially tax-free
private capital gain will subsequently be
reclassified as taxable income from mo-
vable assets in the form of a liquidation
dividend, calculated as described above.
Where the shares form part of the sha-
reholder’s business assets, the differen-
ce between the sale proceeds and the
lower income tax value of the shares is
generally treated as a distribution. The
partial taxation rules under Article 18b
FDTA may apply, provided that the sta-
tutory requirements are met.

Where the selling shareholder is a cor-
porate entity, the proceeds from the sale
are treated as a distribution. The parti-
cipation relief under Articles 69 et seq.
FDTA may apply, provided that the rele-
vant requirements are met.

Finally, Circular Letter 51 addresses
the income tax consequences of trans-
actions involving treasury shares car-
ried out at non-market prices. Where a
company acquires treasury shares ab-
ove their fair market value, the excess
generally constitutes a taxable benefit
for the selling shareholder. Converse-
ly, where treasury shares are reissued
below their fair market value due to the
shareholder relationship, the difference
generally constitutes a taxable benefit
for the acquiring shareholder unless the
original acquisition already triggered an
immediate or a deferred partial liquida-
tion. Should such a partial liquidation
have been triggered, a taxable benefit
may arise if the shares are subsequent-
ly reissued below their paid-in nominal
value to a shareholder acquiring them
as private assets.

4. Stamp duties

In the absence of any new funds re-
ceived by the company, the acquisition
of treasury shares does not generally
trigger issuance stamp duty. Similar-
ly, the reissue of treasury shares is not
generally subject to issuance stamp
duty. However, where treasury shares
are reissued to a shareholder at a price
exceeding their fair market value, the
excess may qualify as a hidden capital
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contribution and therefore trigger issu-
ance stamp duty.

Securities transfer tax may arise on
both the acquisition and reissue of trea-
sury shares if a Swiss securities dealer
is involved in the transaction, either as a
party or as an intermediary. An exemp-
tion applies to the acquisition of trea-
sury shares for the purpose of a capital
reduction, provided that the shares are
subsequently cancelled under civil law.
The transfer of treasury shares held in
reserve is also exempt where it takes
place as part of the issuance transac-
tion.

5. Practical implications for companies

Circular Letter 51 applies to all tax as-
sessments that were still open on the
date of its publication and replaces Cir-
cular Letter No. 5 of 19 August 1999.

The Federal Supreme Court decision
of 6 June 2024, together with the cor-
responding update to the SFTA Circu-
lar Letter, is to be welcomed. It clari-
fies, inter alia, that even if the reissue
of treasury shares results in a positive
difference between the acquisition cost
and the reissue price, such a difference
cannot automatically be qualified as ta-
xable income, no income being realised.
This clarification is particularly relevant
in the context of transactions and the
restructuring or clean-up of treasury
shareholdings.

Companies holding or planning to ac-
quire treasury shares should review
their existing arrangements in the light
of the updated guidance. In particular,
they should verify that their acquisition
and holding practices comply with the
applicable corporate law limits and that
the generally applicable six-year holding
period for tax purposes, subject to cer-
tain exceptions, is properly monitored.
Companies acquiring treasury shares
in connection with convertible or option
bonds or employee participation plans
should also ensure that the required link
to the relevant arrangement is establis-
hed from the outset and appropriately
documented.

Companies should further review their
accounting and tax reporting processes
to ensure that acquisitions, holdings and
reissues of treasury shares are correct-
ly recorded and that the relevant tax
treatment can be substantiated. Particu-
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lar attention should be paid to treasury
shares held over an extended period,
transactions involving shareholders or
related parties as well as reissues at
prices differing from the corresponding
fair market value.

Walder Wyss Newsletters provide comments on new
developments and significant issues of Swiss law. These
comments are not intended to provide legal advice.
Before taking action or relying on the comments and
the information given, addressees of this Newsletter
should seek specific advice on the matters which con-

cern them.
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