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שוויץ וליכטנשטיין-לשכת המסחר ישראל
Israel-Switzerland & Liechtenstein Chamber of Commerce
From the Chairman

נשיא
גדעון המבורגר

Dear Seminar Participants and Members of the Chamber Of Commerce

:חברי הנהלה
דורון אברבוך
 עו"ד,ד"ר קטי אלמליח
עו"ד אורי אשר
שלום-ד"ר הרי בן
יהודה ברגר
זיגי גונצ'רובסקי
אבנר גורדון
זאב וייס
אבי וינברגר
יורם ויסברם
עו"ד גד נשיץ
יעקב פיגנבוים
עו"ד אלון קפלן
גזי קפלן
עו"ד ישראל רוזנברג
עמי שגיא

I am very pleased and proud of the initiative to hold the “Switzerland: Gateway
to Europe and the World” seminar in Israel, organized jointly by the Israel
Switzerland & Liechtenstein Chamber of Commerce, KPMG and the SIX Swiss
Stock Exchange. I have no doubt that an event of this nature is a step forward
in strengthening the commercial relations between our two countries. In the
global village in which we live, openness is the name of the game - openness
to ideas, openness to technology, openness to initiatives, and openness
to potential partners who may bring us benefits in the countries in which
they operate.
The fact is that for many years, and at least few times a year, the Israel-Swiss Chamber of Commerce is holding
business lunches and conferences for its members and each time the agenda has included a leading issue.
During the very many meetings on those occasions, which are held with the participation of the Ambassador of
Switzerland in Israel and his commercial-economic team, many relevant issues have been discussed and updated
information is always available on such fields as taxation, banking, government support, commercial agreements,
and of course macro-topical issues relating to the economies of both countries.
What separates this seminar from past seminars is that it offers another angle of Switzerland, an angle that could
be not only a target for Israeli business people, but vis à vis a country that could serve as a portal to business in
Europe and even around the world.
Switzerland is located in the heart of Europe. Its economy is stable, certainly compared with its European
market counterparts, and is noted for a business culture rooted in values and tradition built up over many
years. All these factors can be an advantage, in addition, of course, to its global leadership in the banking,
insurance and pharmaceutical fields.
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Based on my many years in business, together with Swiss companies and in heading operations of the IsraelSwitzerland & Liechtenstein Chamber of Commerce, I can certainly testify to the fruitful and productive
commercial relations that have developed between companies and business people from both countries.
Switzerland sees more and more Israeli businesspeople and considers them energetic entrepreneurs.,. In Israel,
we appreciate the order, the exactness, and the seriousness of the Swiss people - and the relations between the
two are certainly becoming stronger.
In honor of this seminar, we have issued a special edition of our Chamber’s magazine that you are now holding
in your hands. I wish to thank our partners at KPMG, and those who have offered their sponsorship, led by the SIX
Swiss Stock Exchange, Swiss International Air Lines, and the Zurich and Harel insurance companies. I also wish to
thank the companies who have responded to the Chamber’s request to participate in the cost of this magazine
through their advertising - Bank Hapoalim, the Leonardo Hotel Chain, and the Sagi Group.
Gideon Hamburger, President
Israel-Switzerland and Liechtenstein Chamber of Commerce
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Swiss Exchange
Your gateway to the
global financial markets

S

IX Swiss Exchange is the largest mutual stock exchange group in Europe

and is the fourth largest by market capitalisation of its listed companies.
With 15% of its issuers stemming from abroad, SIX Swiss Exchange is a
highly international stock exchange. But this is not the only reason why SIX
Swiss Exchange is a compelling venue to list a company.
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Marco Estermann

List your company in the most competitive
global economy - Each year, Switzerland takes top honors in terms of
global competitiveness rankings. Among the decisive factors in this regard are the
outstanding innovative power of the economy and Switzerland’s high-quality and
reliable infrastructure.

Benefit from a globally leading financial
center - The appeal of Switzerland and the Swiss financial center is the result
of a virtuous cycle driven by many mutually supportive factors. Key attributes such
as easy access to authorities and the availability of highly skilled workers have driven
the financial center growth through decades. Thanks to its solid reputation as an
international capital market with global networking power, the financial center in turn
has enhanced Switzerland’s appeal as a location. Combine this with the economic
strength of the most competitive economy in the world and you get the perfect
place to anchor a company’s public listing. For both domestic and foreign companies
seeking capital, the Swiss financial center is unique: it is compact, closely networked,
internationally oriented, and the local banks have strong financing and placing power.

The Swiss financial center in numbers

© Muladhara | Dreamstime.com

Assets in deposits in Switzerland close to CHF 4.5 trillion*
54% owned by foreign clients
(*) Source: Swiss National
68% owned by institutional investors
Bank, Monthly Statistical
68% invested in stocks and funds
Bulletin, March-11
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High level of visibility
amongst investors,
analysts and the
media generates
liquidity
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For Swiss and foreign companies, SIX
Swiss Exchange is the gateway to the
international and domestic capital
market. A public offering and listing
of securities on SIX Swiss Exchange
provides a company the access to a
highly experienced and financially
potent circle of international investors.
Each firm listed on SIX Swiss Exchange
benefits from a high degree of visibility
and recognition amongst global
investors, analysts and the media.
Moreover, those who invest their
capital in companies listed on SIX Swiss
Exchange are active on an international
scale and have many years of experience
in cross-border, sector-specific
investment strategies. Companies listed
on SIX Swiss Exchange benefit from a
deep liquidity pool, enhanced through
vast investment opportunities such
as an active and fast growing ETF and
ETP segment. Furthermore, SIX Swiss
Exchange has a large bond trading
platform which is one of the largest in
Europe, and offers a highly attractive
market for structured products.

Indices that are
closely followed
throughout the world
SIX Swiss Exchange calculates a
multitude of indices and sub-indices
that satisfy differing investor needs
and, by their focus on select segments,
assure companies of a particularly
high degree of visibility amongst their
investor target groups. Moreover, SIX
Swiss Exchange indices are being
marketed and distributed by the
renowned global index provider STOXX,
enabling SIX Swiss Exchange to further
grow across the global markets and
other asset classes.
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Regulation: in line
with international
standards, yet in
touch with the
market
Another factor that facilitates the
raising of capital in Switzerland is the
close-to-the-market nature of SIX Swiss
Exchange’s regulatory provisions. Under
national securities exchange legislation,
SIX Swiss Exchange is empowered with
self-regulatory authority and therefore
has optimal leeway to combine a
high level of investor protection with
regulatory conditions that are more
than acceptable from an issuer’s point
of view. Regulation and administration
of securities trading is entrusted to SIX
Exchange Regulation by delegation of
regulatory competencies. Characteristic

of the self-regulated listing regime in
Switzerland is the efficient and smooth
listing process. SIX Swiss Exchange offers
its new issuers an efficient admission
process that takes no longer than
four weeks to complete. From the
submission of the listing application
straight through to the first trading day,
all related decisions are taken by the
competent internal governing bodies.
As a result, candidates for listing on
SIX Swiss Exchange benefit from the
convenience of a listing out of one
hand, which is characterized by short
decision-making paths, flexibility and
closeness to the market as well as to
the customer. Furthermore, market
participants are well represented in
various committees and regulatory
commissions and therefore have an
impact on the regulation.

Contact details
Marco Estermann
Head Issuer Relations

Andrea von Bartenwerffer
Senior Relationship Manager / Issuer Relations

SIX Swiss Exchange Ltd
Issuer Relations
Selnaustrasse 30
P.O. Box 1758
8021 Zurich
Switzerland

SIX Swiss Exchange Ltd
Issuer Relations
Selnaustrasse 30
P.O. Box 1758
8021 Zurich
Switzerland

P +41 58 399 2406
marco.estermann@six-group.com

P +41 58 399 2941
andrea.vonbartenwerffer@six-group.com
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Swiss Corporate
Income Tax System
The Swiss Confederation consists of 26 sovereign cantons and
approximately 2,800 independent communities. As the right of taxation
is not exclusively allocated to the federal government, there are two
levels of taxation: the federal and the cantonal / communal. Although
the cantonal tax laws are generally harmonized, the cantons still remain
free in different areas such as setting the applicable tax rates. As a result,
the effective income tax rate may vary significantly.
Taxable Income
Swiss resident companies are subject to income taxation on their annual worldwide
income, excluding income from foreign permanent establishments or immovable
property located abroad which is exempt from Swiss taxation under domestic tax
law. Swiss branches of non-resident companies are subject to income tax on the
income attributable to the branch.
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Peter Sebestyen

The statutory accounts (Swiss GAAP) of a Swiss company or, in the case of a foreign
company, the branch office accounts serve as basis for determining taxable income.
Apart from some specific cases (such as the use of existing tax loss carry forwards,
thin capitalization rules or the application of the participation exemption), there are
generally only minor differences between statutory profit and taxable profit.
The loss carry forward period is seven years. There are no loss carry back provisions.
A Swiss company may offset losses incurred in a foreign permanent establishment
against income generated in Switzerland to the extent that the losses are not taken
into consideration in the country where the permanent establishment is located.
Certain claw back provisions exist.
Thin capitalization rules apply to related party loans, including back-to-back loans.
There are guidelines on permitted interest rates and maximum underlying debt for
different types of assets (e.g. intangibles can be debt financed up to 70%, loans up
to 85%).

Ordinary Tax Rates

© Ralfpoller | Dreamstime.com

The ordinary effective tax rates for companies on profit before tax vary between
11.6% and 24.4% depending on the canton and the community in which the
company is resident.
Further minimization of the effective tax rate might be possible through statutory
tax privileges or further tax base reduction such as depreciation of intellectual
property, hybrid financing, tax exempt foreign branch allocation, etc.
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Participation Exemption
The participation exemption is the name generally attributed
to the tax relief received for eligible dividend and capital
gains income of a company. Generally, the participation
exemption system results in a complete exemption of income
tax for qualifying participation income.
In order to qualify for the participation exemption, dividends
need to flow either from participations amounting to at
least 10% of the holdings in a company’s share capital or
from participations with a market value of at least CHF 1
million. Advantageously, the exemption is not subject to requirements in terms of the subsidiary’s tax rate or its type of
activity.
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alternatively two thirds of the company’s total gross income
must derive from dividends of qualifying shareholdings.
Except for income from Swiss real estate, which is fully
taxable, a holding company is subject to income tax at
federal level only. The applicable tax rate is therefore 7.8%.
Dividend income and capital gains on disposals of qualifying
investments benefit from the participation exemption system
and are tax free.

Mixed Company

Capital gains qualify for the participation exemption if above
mentioned 10% threshold is fulfilled. Furthermore, the shares
must have been acquired more than one year prior the sale.

The mixed company tax privilege is available to companies
which perform commercial activities predominantly abroad.
According to the practice of the tax authorities, this is usually
the case provided that 80% of both the expense and income
positions are foreign-sourced. A mixed company benefits
from an effective tax rate of 8.5% to 12%.

Cantonal Statutory Tax Privileges

Principal Company

All cantons offer statutory tax privileges which are based
on the tax law and are discussed with and granted by the
cantonal tax authorities. The discussion process generally
ends up with a written tax ruling signed by the tax authorities
which is binding for them. Usually, such a tax ruling is
obtained within 2- 6 weeks upon filing. Tax privileges are
granted for an unlimited period of time and can be relied
upon unless the Swiss company’s circumstances or the tax
law change materially. The cantonal statutory tax privileges
are significantly harmonized although certain differences still
remain.

Principal companies are group companies that do not just
take on important functions but also crucial risks and the
legal ownership of products. In such a structure, former
manufacturing companies are converted to toll or contract
manufacturers and fully-fledged distribution companies
are converted to commissionaires or stripped buy-sell
distributors. As a result, the Swiss principal headquarter
generates its own sales in the market.

Holding Company
A Swiss holding company needs to meet three requirements:
Firstly, its main purpose must comprise the holding and
managing of long term investments in affiliated companies.
Secondly, the company cannot enter into any commercial
activity in Switzerland. Thirdly, two thirds of the company’s
total assets need to consist of qualifying share-holdings or

A sophisticated and very attractive taxation applies to
Swiss principal companies. Should the company meet the
requirements for such taxation the overall effective income
tax burden of the company can be as low as 5%, depending
on the functions and domicile of the company.

Tax Holidays and other
Incentives
Business incentives may be granted for relocating new
business activities to Switzerland. These incentives are
obtained through discussions with the relevant government.

Incentives may include up to a ten year tax holiday (at
federal level only for certain economically depressed areas)
for substantial investments including creation of new jobs.
In addition, low interest loans for new buildings or easy
access to a contingent of work permits may be available.
Also, an existing business, which makes significant changes
to the nature of its activities, may very well qualify for such
incentives or tax holidays.

• One of the most attractive business locations in the world
• Very business friendly country in the heart of Europe with an

Net-worth Taxes

through tax base erosion

Net-worth taxes are due at cantonal level only. The cantons
levy the net-worth tax on the net equity of a legal entity
(i.e. share capital, additional paid in capital, and retained
earnings). The tax base also includes related party loans
that have the character of equity capital under the Swiss
thin capitalization rules as well as disallowed accruals and
provisions.
The tax rates may vary from community to community and
are dependent on the tax status of the company. The range is
therefore between 0.0015% and 0.6%.

Swiss facts in a nutshell
excellent quality of life, high-quality infrastructure and well-educated
workforce as confirmed by several independent surveys

• Effective income tax burden as low as 5%; lower rate possible
• Binding advance tax rulings available which are unlimited in time
• Dividend income and capital gains on disposals of qualifying
investments are tax free

• Full or partial tax holidays of up to 10 years available
• No controlled foreign corporation rules
• Extensive tax treaty network
• Shareholder contributions not subject to Swiss withholding tax at
the time of the repatriation

• VAT rate of 8% is by far the lowest rate in Europe

Stamp Duty
Stamp duty is levied on the issuance and increase of the
equity of Swiss corporations at a rate of 1% on the fair market
value of the assets contributed by the direct shareholder.
An exemption applies to the first CHF 1 Mio. of paid in
share capital, whether it is made as an initial or subsequent
contribution. Special rules allow for reorganizations (mergers,
share for share deals, spin offs, and the like) to take place
without triggering stamp duty, provided certain conditions
are met. In addition, the migration of an existing company,
located in another jurisdiction, to Switzerland can generally
be effected without incurring Swiss stamp duty.
Stamp duty is also levied on the issuance and transfer of
shares and of debenture certificates, including all written
acknowledgments of debts for fixed amounts issued for the
purpose of collecting capital. Finally, there is a stamp duty on
insurance premiums.

Withholding Tax
A 35% withholding tax is imposed mainly on dividends distributed by resident companies, as well as on interest from
bonds issued by Swiss debtors and on bank deposits. On the
other hand, interest on loans and royalty payments are not
subject to withholding tax.
However, thanks to an extended treaty network, dividend
distributions by the Swiss companies can generally be made
without the imposition of withholding taxes. In addition to
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the application of double tax treaties, the so-called «capital
contribution principle» applies. As a result, repatriations of
shareholder contributions are not subject to withholding tax
based on domestic law. This new rule enables the structuring
of e.g. relocations in a Swiss withholding tax efficient way.

International Tax Aspects
Switzerland has concluded over 90 tax treaties with all major
industrial countries and many others. Most of them are
based on the OECD model convention and result generally
in reduced withholding tax rates on dividend, interest and
royalty payments.
Since Switzerland has also concluded the Swiss / EU savings
agreement with the European Union, a de facto access to the
EU parent / subsidiary and EU interest and royalty directive
is granted. It leads to a 0% withholding tax between Swiss
and EU group companies on dividend, interest and royalty
payments.
(following on page 19)

Your Contacts
Andreas Müller

Peter Sebestyen

Partner, Zurich
T: +41 44 249 33 94
E: andrewmueller@kpmg.com

Manager, Zurich
T: +41 44 249 22 73
E: psebestyen@kpmg.com
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ZURICH insurance company:

International
experience, global
network and a
local partner
10

"Over the years we have developed a real partnership, which brings
the best of both together. Whereas Harel has the very important
Israel insights, knowhow and relationship, we from Zurich have the
international experience, global network and expertise of many
countries. This combination brings the best of both to the benefit of
our mutual customers here", says Bruno Bräm, Head Foreign Branches,
Member of Executive Staff, Zurich Insurance Company Ltd.

Bruno Bräm

T

to fear any international comparison.
he Israeli economy has shown during the last years stability –
does this factor contribute to the expansion of the company’s
businesses in Israel?
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Zurich Insurance Company headquarter, Zurich

For sure a healthy and stable economy is important. With our
longstanding partner the Harel Insurance and our balanced portfolio
in this market we have and hopefully will continue to benefit from
the development of the Israeli economy.

- When you look closely at the Israeli market, what is the
largest risk that requires insurance?
Israel has already a high insurance spending per capita. The
largest exposure probably derives from earthquakes and natural
catastrophes. However, at second thought there is also a big
challenge in health care and pension funds in the future. Those
are challenges which all developed countries are facing.

- Generally describe the main fields in which Zurich is active in the Israeli market.
For more than 70 years we have been represented through Hamishmar Insurance
Agency, our general agent in Israel. All our business in Israel is generated through this
agency or Harel Insurance. Through them we are serving our global corporate customers,
i.e. large multinational companies with subsidiaries in Israel. In addition we are working
with Harel in a number of insurance fields. Recently we have started an initiative
addressing the growing number of Israeli-based international companies. With our global
network serving customers in more than 170 countries around the globe we are sure to
be an excellent match for the expanding needs of those customers.

- How would you describe your cooperation with the Harel
Company?
In one word: excellent! Over the years we have developed
a real partnership which brings the best of both together.
Whereas Harel has the very important Israel insights, knowhow
and relationship, we from Zurich have the international
experience, global network and expertise of many countries. This
combination brings the best of both to the benefit of our mutual
customers here.

- How would you define the Israeli market in the field of insurance?
The Israeli market is very competitive and demanding, yet very regulated. The market is
mature and with its international collaboration with brokers and reinsurers it is reacting
very quickly to global trends. This is also seen on the regulatory side, which doesn’t have

- What added value does Zurich bring to the partnership?
Security in terms of financial strength and a reliable partner.
Access to a network in 170 countries, experts in many fields, with
risk management capabilities to serve our customers just being
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few area to be mentioned. Although Zurich has become a global
company, the typical Swiss values are still highly regarded and at
the core of our DNA.
- Have you visited Israel before? What is your impression?
Yes, many times, but it never ceases to amaze me. The mix of
different cultures, the melting pot of nations in such a small
place and such a rich history is amazing. Also the openness
and directness of the Israeli people is something I admire and
appreciate.
- What is the position of the Zurich insurance group in the
world insurance market?
Zurich is a leading multi-line insurance provider with a global
network of subsidiaries and offices. We offer a wide range of
general insurance and life insurance products and services for
individuals, small businesses, mid-sized and large companies as
well as multinational corporations. In terms of market positions
we are:
# 4 global property & casualty insurer by gross written premiums.
# 7 European life insurer by new business value.
Bruno Bräm, Head Foreign Branches, Member of Executive
Staff, Zurich Insurance Company Ltd.
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Israel-Switzerland & Liechtenstein
Chamber of Commerce:

Promotion, Expansion, and
Nurturing of Bilateral Trade
One of the international chambers of commerce most active in Israel
is without any doubt the Israel-Switzerland & Liechtenstein Chamber
of Commerce. From its formation, the Chamber has, for many years,
closely kept an eye on the development of trade relations between the
two countries, and has regularly aided and supported companies and
business people, both in Israel and in Switzerland.
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Gideon Hamburger

“T

he Israel-Switzerland & Liechtenstein Chamber of Commerce
promotes existing relations, develops new contacts and is a
focus point for those is interested in business in Switzerland,”
said Gideon Hamburger, who has for many years headed
the Chamber. “Our objective is to make it easier for business
people and entrepreneurs from both countries to discover
the business opportunities available in both Switzerland and in Israel, to promote
Swiss investment in Israel, to open doors and to be a steady and dependable liaison.
We, as other chambers, are a sovereign body, non-political in nature, and nonprofit orientated, and exist from membership fees paid by Chamber members. Our
management operates on a voluntary basis. Our operations are run in conjunction
with the Swiss Embassy, as well as with governmental organizations in Israel and in
Switzerland, without their intervention in the Chamber’s operations. We are interested
only in developing and promoting business.”
- Switzerland, and especially the Swiss people, are sometimes seen as the
absolute opposite of Israel and Israelis - business culture, temperament,
traditions etc., can these differences be bridged?
“The fact is that the trade between the two countries is increasing from year to year,
and even if there are cultural differences, there are no effects on any trade relations.
I actually consider Israelis and the Swiss complementary in nature, so much so that
any meeting between the two cultures can only be positive. The entrepreneurship,
originality and even the intensiveness of Israeli business people can be seen positively
by countries that are considered conservative, consistent, responsible and have
a long-term perspective. Business people from both countries have a common
language, and as a proof - the volume of trade between Israel and Switzerland is
very substantial, considering the size of the countries and the number of residents
involved. This volume is relatively greater than any bilateral trade between Israel and
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other countries.
More so, it is important to note that
in general, Israelis like Switzerland
and many vacation there. Increasing
tourism and the constant expansion of
trade has led to a dramatic increase in
the number of flights to Switzerland –
served of course, by Swiss Air Lines that
currently operates two daily flights, El
Al and just recently Easy Jet.”

14

- Based on your experience, what do
Israeli business people look for in
Switzerland?
“Israeli business people consider
Switzerland a preferred target
because of its long-run economic
stability. They want to establish
themselves in Switzerland, which is
centrally located in Europe, and look
for other partners or distributors.
However, they are not the only
ones that want to do business in
Switzerland, and accordingly they
must bring some “added value” to
the equation that will make the Swiss
want to do business with them.
On the other hand, the Swiss recognize
personal qualities, industriousness
and originality - in research and
development in general and hitech and bio-tech especially - fields
complementary to those where
the Swiss are leaders, for example
pharmaceuticals.
Israeli and Swiss business people
see their dealings as a boon, and are
entrenching and expanding their
contacts.
I have no doubt, that the fortitude that
both the Israeli and Swiss economies
have shown during the 2008 crisis, and
are still showing even today, strengthens
the trust of the Swiss economy in that of
Israel’s and vice versa.”
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- What importance do you attribute
to the Involvement by the embassies
of both countries in advancing
trade relations between the two
countries?
“An integral objective of both
embassies - and especially vis à vis
the economic-trade attachés of each
embassy, is to promote the economic
objectives of each country. I do not
know the degree of involvement of
other embassies in Israel, but I certainly
note the very strong involvement of
the Swiss Embassy in the economic
and trade relations between the two
countries.
I have served as president of the
Chamber of Commerce for many years,
and many ambassadors and trade
attachés have come and gone. I have
become acquainted with many of
them and each has done their most
to advance relations between the two
countries.
I have always found an open door
and a sympathetic ear at the embassy.
There has never been any issue raised
that did not get serious attention.
The ambassadors and the economic
attachés have done more than required
of them by the book or protocol. Each
has dutifully defended the interests of
Switzerland, but has shown openness,
and was ready to listen to all issues
raised.
The embassy staff has always
responded to invitations by our
Chamber to take part in our activities,
including our biennial conferences.
The ambassador has always accepted
invitations to address us, or has hosted
members of our Chamber - exactly
as he is now doing, when hosting
a reception for participants at the
“Switzerland: Gateway to Europe and

the World” seminar, for which we are
now dedicating a special magazine.
I most sincerely thank the ambassador
and his staff, for their trust and
warm embrace - without which the
Chamber would not be able to operate
effectively and meaningfully for its
members.”
- Notwithstanding the Chamber’s
many years, tradition and constant
activities, still not all those involved
in business In Switzerland and in
Israel - companies and business
people from both countries alike
- are members of the Chamber of
Commerce. Why?
“Most Israeli companies that have
commercial ties with Switzerland
operate through the Chamber, and
their representatives take part in
its daily activities, likewise Swiss
companies operating in Israel. However,
this is not enough, as I do not doubt
that membership in our Chamber will
promote business in Switzerland, as
our interest is actually to increase the
volume of trade between the countries
- I would like to see each company or
business person, regardless of size, join
us, and learn firsthand how they can
benefit. I am not speaking necessarily
of any direct contact, and I cannot
guarantee anyone any business in
Switzerland - however in business there
is no such thing as all or nothing. Trade
contacts are nurtured, become real,
and develop, and even if they already
exist - they can always be expanded.
At the Chamber, each member
can receive detailed and relevant
information on business in Switzerland,
to participate in events or expeditions
that the Chamber organizes, to listen

(following on page 22)
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Swiss International Air Lines’ refurbished Business Class:

A significant enhancement
in the flight experience
Over the last year, Swiss International Air Lines has made a significant step
towards improving the flight experience on its business class intercontinental
flights - and just recently also on its planes serving the Tel Aviv-Zurich route.
Now, business people can enjoy some rest and even get some sleep, on
seats that open up into 2 m long flat beds. “An upgrade of the class will not
lead to any increase in the ticket price, and we intend to offer an improved
product to our loyal customers who have given us their trust,” says Avner
Gordon, CEO of Swiss International Air Lines Israel.
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D

uring September, a revamped business class was inaugurated on Swiss planes serving the
Tel Aviv-Zurich route. Forty-seven new seats that open up into flat beds [180°] were installed,
replacing the older seats. The new business class will be available on Swiss International Air
Lines’ two daily flights to and from Israel, on its A340 Airbus planes.

“It’s not a secret that Israel is an important stop on the global Swiss International Air Lines map,”
says Avner Gordon, CEO of Swiss International Air Lines Israel. “Over the last few years, we have
seen an increase, not only in overall demand, but also primarily in a demand for business class service. We consider
this an expression of faith by our customers vis à vis the quality of our product and nature of our service.”
- These are relatively short flights. Is it necessary to invest in this option?
“From an understanding of our business class customers, we believe that even if we are dealing with relatively short
flights, a three hours sleep can certainly benefit our passengers who are flying for work purposes - whether they
are making their way to Zurich on the morning flight, or if they are on their way to Israel during the evening flight.
This kind of rest can make the difference on the workday after the flight. Initial feedback from our business class
passengers shows they have been certainly willing to take advantage of the sleep option, and that this option was
the right thing at the right time.”
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- An especially important issue for business people is their
privacy during the flight. Was there any consideration of
this issue under the new upgrade?
“Absolutely. We used innovative planning techniques in
positioning our new seats in the business class layout, allowing
each seat, and especially the single seats, the most privacy.”
- Another change made is the seat placement, such that
almost everyone has access to the aisle.
“Correct. Easy access to the aisle is an important parameter
in revamping the flight experience. We understand that each
passenger gets up from his seat during the flight, and the new
arrangement allows most passengers to have easy access,
without bothering those sitting closest to them.”
- Does the change require any cutback in the number of
seats in the class?
“No. In order to allow for a similar number of seats, we have
made use of cutting-edge human engineering techniques, and
have repositioned the seats in a way that each passenger can
relax without bothering the next passenger in front or in back.
More so: we have added more flight tables, so that passengers
who wish to work during their flight could do so easily.”
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We are dealing with an important step that certainly
involved additional costs. Will the ticket price be adjusted
accordingly?
“This is certainly a significant investment - but not at the
expense of our passengers. Swiss International Air Lines has
revamped its business class without increasing ticket prices.
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Thus, our business class passenger can now get more for his
money. This concept is part of Swiss International Air Lines’
overall program to strengthen its hold on the global quality
service market segment and to position itself as Switzerland’s
national carrier.”
- In your opinion, what will the revamping achieve?
“I believe that our upgrade will have two primary benefits:
first of all, strengthening our relationship with our current
customers - the large community that consistently chooses
to fly with us, and second, as a marketing point, which we
must use to attract potential customers who are looking
for an uncompromising quality flight experience. I have
no doubt that the option of sleeping during a flight is
appealing and relevant for many travelers who fly our route,
who can now consider the option of flying with us to other
destinations around the globe. I’d like to remind you that
convenient connecting flights to many destinations around
the globe are available, just a short time after landing
in Zurich.”
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KPMG
Somekh Chaikin

K

PMG is a global network of professional firms
providing Audit, Tax, and Advisory services. We
operate in 151 countries and have over 138,000
people working in member firms around
the world. The independent member firms
of KPMG’s network are affiliated with KPMG
International, a Swiss cooperative. Somekh Chaikin is part of
KPMG’s global network of firms, founded in 1922 and currently
has 47 partners, employing over 1,000 people and serving
thousands of clients in many sectors throughout Israel.
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KPMG’s breadth and depth of resources provide our clients
with professional quality, experience and responsiveness
expected from your services provider.
In today’s business environment, many of our client’s
accounting divisions have extended responsibilities beyond
those traditionally associated with their function. Strategic
implementation, operations, process improvements, and
information technology are just some of the responsibilities
that can increasingly comprise the agenda of those practices.
In response, we have developed a client-centric service
approach, which is aimed at allowing you, as a client, to choose
how KPMG can best serve you.
We recognize how important it is to communicate openly
across internal functional areas and strive to deliver a
coordinated effort under the leadership of an experienced
engagement partner.
Our Audit Group applies the global KPMG philosophy of
understanding the client while contributing to its industry
sector, organizational structure, and internal processes.
The audit process entails more than checking the reliability
of the financial statements against documentation – it is
broadened to analyze the company’s risks within its business
environment.
The Department of Professional Practice within the Audit

Group plays a key role in defining the accounting profession
in Israel, by assisting in the creation and advancement of
the legislative process, and through active participation in
professional committees of the Institute of Certified Public
Accountants in Israel.

Our consultants offer a range of solutions, including: support
transactions from initiation to completion, provide strategic
and organizational advice, assist companies successfully
integrate information systems, and help management improve
risk management.

Our International Tax Department is based on the member
firms’ experience part of the global KPMG network.

As part of the KPMG global network the advisory practice
in Israel has access to international tool kits, databases and
advanced methodologies which have been developed for the
network’s clients worldwide. Our consultants are composed
of professionals with a background in a variety of academic
disciplines, notably: economics, law, accounting, industrial
engineering, information systems and internal auditing.

The Department is composed of numerous Certified Public
Accountants, Lawyers, and Economists with Israeli, European,
and American tax experience.
The Business Advisory Service Division is comprised of
seven specialized departments and includes more than
150 professionals from various backgrounds: economics,
accounting, industrial engineering and management,
information systems, internal audit, law, etc.
Our advisory services team assists organizations in achieving
their objectives whilst overcoming complex business
challenges and finding the appropriate path in the changing
marketplace.

For more information please contact:
Jonathan Lavender, Director
Head of Markets
Tel: 03-6848716
E-mail: jonathanlavender@kpmg.com

Swiss Corporate Income Tax System
(following from page 9)
Switzerland has no controlled foreign corporation rules which
apply to income generated abroad that would tax such
income in Switzerland. There is no intention to introduce such
legislation in the near future.

Value Added Tax
The Swiss VAT system follows the EU VAT system (although
Switzerland is not an EU member state). Swiss VAT is levied
on most goods and services and applies to each stage of
the production and distribution chain. lt is designed as a
supplier liability based tax, i.e. the liability is calculated on the
consideration paid by the recipient.
The standard rate is 8% and is, by far, the lowest rate in
Europe. All goods and services are generally subject to this
rate. A 3.8% rate is levied on services in connection with hotel
services. A 2.5% rate is levied on certain basic necessities
such as delivery of water, food, nonalcoholic drinks, medicine,
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newspapers, fees for non commercial TV, etc.
The information contained herein is of a general nature
and is not intended to address the circumstances of any
particular individual or entity. Although we endeavor to
provide accurate and timely information, there can be no
guarantee that such information is accurate as of the date it
is received or that it will continue to be accurate in the future.
No one should act on such information without appropriate
professional advice after a thorough examination of the
particular situation.
© 2011 KPMG Holding AG/SA, a Swiss corporation, is a
subsidiary of KPMG Europe LLP and a member of the
KPMG network of independent firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss legal
entity. All rights reserved. Printed in Switzerland. The KPMG
name, logo and “cutting through complexity” are registered
trademarks or trademarks of KPMG International.
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Switzerland in
International Tax Planning

Israeli Tax
considerations

John Fisher

O

ne of the critical factors when choosing a foreign jurisdiction for
the conduct of a multinational business or as an intermediate
holding location is political stability. Long before Fidel Castro
nationalized all US companies and properties in Ernest
Hemingway’s beloved Cuba - thus depriving Americans of their
assets with the wave of his cigar - Hemingway extolled the
virtues of Switzerland as a land of peace and stability in his First World War classic “A
Farewell to Arms”.
But before deciding to set up shop in one of Switzerland’s tax-friendly cantons, or
for that matter any other jurisdiction, there are several issues to be addressed by the
Israeli investor.
The first question to be asked, before even considering where to place a foreign
company, is whether the establishment of a tax-efficient international structure is
motivated by genuine economic reasons or just a Napoleonic tendency to empire
building. Maintaining tax -efficient international structures involves substantial
financial outlay as well as management time and almost always the risk of challenge
from one or more national tax authority. Therefore, if income from foreign
operations is expected to be marginal to the business it is unlikely that a tax-efficient
international structure will be advisable unless there is also a non-financial reason
(such as a front company for dealings with less-than-friendly nations).
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Assuming the rewards from the international business are expected to be substantial,
the next stage is to consider a number of alternative holding and business
structures that, according to the specific circumstances, establish the allocation of
profits between the entities in the group according to risks taken by each entity,
the functions it performs and the assets it holds. Nowadays, a critical factor in this
allocation is establishing real substance in respect of risks and functions.

© Ilkay Atav | Dreamstime.com

For Israeli groups operating in Europe, Switzerland’s political and financial stability,
coupled with the feasibility to place appropriate personnel there , as well as relatively
attractive tax rates and tax treaty network, make it a serious contender for both
centralizing business operations and acting as a holding company.
However, when considering any structure, there are two significant Israeli tax
topics that need to be considered . Firstly, is the foreign company “Managed and
Controlled” from Israel (or in the parlance of the Israel/Swiss double taxation treaty – is
it “Effectively Managed” from Israel)? Management and Control is a test to establish
whether a foreign registered company will be considered Israeli resident for tax
purposes and therefore liable to tax in Israel in a similar manner to Israeli registered
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companies. There are multiple issues in deciding where Management and Control is
situated but, looked at negatively, if there is no or little substance in the country of
registration there is a substantial risk that the Israeli ITA will claim residence and tax
the company accordingly thus negating the advantages of any planning. Secondly,
Controlled Foreign Corporation (CFC) provisions, introduced to the world by the
US on October 16 1962 – the first day of the Cuban Missile Crisis – and to Israel in
2003, are designed to catch within the Israeli tax net passive income not repatriated
to Israel. The provisions apply, very broadly, to investments more than 50% Israeli
resident owned, the majority of turnover or profit of which is passive and was not
taxed at more than 20%. Where, for example, the advantage of tax deferral was
being considered by receiving dividends in an international group at the level of, say,
Switzerland, instead of bringing them home to Israel where they would be taxed, the
CFC provisions could frustrate those plans by, broadly, applying the same taxation as
would have occurred had the profits been repatriated to Israel. Lastly there are general
anti-abuse provisions in Israeli law that empower the ITA to set aside transactions
where one of the principal purposes is the saving of tax; the ITA claims the right to
apply these provisions even where there is a tax treaty that does not include the socalled “limitation of benefits” clause which is itself a treaty anti-abuse provision.
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The upshot of all this is that, apart from avoiding the technical pitfalls such as CFC
legislation, it is essential to establish real substance in an international business
structure ensuring real activity in the various geographical locations of the business.
As a desirable location in the heart of Europe with a friendly tax regime, Switzerland
has clear advantages in this respect, especially when considering activities in Europe.
Hemingway’s “A Moveable Feast” may have referred to Paris but, in a global economy,
international business is also a moveable feast; it is just critical to remember that,
where tax planning is concerned, you must move part of the feast itself and not just
the silverware.

Promotion, Expansion, and
Nurturing of Bilateral Trade
(following from page 14)
to interesting professional lectures on
a number of issues - including tax, to
get to know other members of the
Chamber who are active in Switzerland,
to learn from their experiences and
to use the contacts that they have.
Chamber membership is another step
in operating in a foreign country, where
one is not always familiar with local
laws, culture and economy. Just as our
bilateral trade operations are relatively
impressive vis à vis the size of both
countries - such are the operations of
our own Chamber.”
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What in your opinion can be done to
improve trade relations between the
two countries?
“To start with, the goal must always be
to maintain that which currently exists,
which is certainly not trivial, and at the
same time to strive for more. Secondly,
Israel and Switzerland do not operate
alone in a vacuum: global economic
events have an effect on each of the
individual economies. For example,
because the Swiss economy is strong
and apparently was not damaged by
the global economic crisis - the Swiss
Franc has strengthened and as a result

John Fisher
Partner - International Tax Services
KPMG Somekh Chaikin
KPMG Millennium Tower
17, Ha'arba'a Street
Tel Aviv 64739
Israel
Tel/Fax: +972 3 6848666
E-mail: johnfisher@kpmg.com

has hurt Swiss exports, resulting in a
decline in the volume of trade with
other countries. The foreign exchange
rate of the Swiss Franc was a factor in
the significant decrease in the volume
of trade between Switzerland and Israel
during 2009. Accordingly, the objective
is primarily to get back to where we
were, and to reach the rate of growth
that was in effect over the last
few years.
Finally, I believe, that the Chamber’s
activities, and the seminar that we are
now preparing - “Switzerland: Gateway
to Europe and the World”, will have
a positive effect and will contribute
substantially to advancing bilateral
trade and investments.”
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airline in product and service quality and in profitability terms. But if we are to do so in the
face of today’s ever-increasing mass of air travel service products, we must maintain a clearlydistinguished positioning in the market arena and the competitive environment, along with a
stronger profile.
The key elements in SWISS’s profile and positioning are our credentials as the airline of
Switzerland and our traditional Swiss values. These are what we strive to embody and convey in
everything we do. We are genuine; we are close to our customers; and we are totally devoted to
delivering optimum product and service quality.
Our personnel have already assimilated these values. What we now need to do is communicate
them even more to our customers, so that we are seen and felt – for all the personal touches and
character that we each bring to our work – as a single team with a shared and common purpose.

SWISS strengthens its positioning and sharpens its brand profile
Making the brand even stronger than it is
today, and way more distinguished among its
competitors - these were the main goals of SWISS’s
latest brand renewal # making SWISS even “Swisser”
23

Why the need to sharpen the current brand profile? And why now?
Past successes count for very little in today’s competitive environment, and we can’t
afford to get complacent. We need to lay the foundations today for the successes
of tomorrow. And it was with this aim in mind that our Board of Directors and our
Management Board took a long and careful look at our present business strategy
to determine if it was still optimally suited to our aspiration of being and remaining
Europe’s leading airline. We came to the conclusion that the course we are currently
pursuing is indeed the right one. So in this sense, we are not repositioning SWISS; but
we have decided to pursue our present path with an even clearer focus and even
greater resolve.
What does the new logo represent?
While many of us have developed a strong affection for the present “cube” design,
our new logo, which shows a SWISS tailfin with its Swiss-cross emblem, is much more
clearly aligned to our positioning as the airline of Switzerland. And, together with
a new advertising look, the new logo will enable us to be far more consistent and
effective in communicating our “Airline of Switzerland” credentials. With the choice of
the Swiss-cross tailfin, the new logo makes our Swiss roots and character abundantly
clear – at first glance, even from afar and with no need to add our SWISS name. And
that, we feel, is a major step forward.
What does this “step forward” mean for SWISS?
There are no two ways about it: our results are becoming increasingly influenced by
external developments and events. Added to this, we have seen a steady increase in
the competition we face over the past few years, and this will only intensify further in
the years ahead.
We have every intention of keeping to the SWISS vision of being Europe’s leading

By doing so, getting even closer to our customers and offering them an even better-quality
service, we can address a market segment that still offers sizeable potential; and we can appeal
to a genuine present-day need in a world that is becoming increasingly impersonal, anonymous
and hard to comprehend.
The Swiss cross, which our brand will now be incorporating even more, stands for our
commitment to delivering consistently high quality – Swiss quality, in other words. If our
standards ever fall below this, we won’t just be missing a major market opportunity; we won’t
remain successful in the longer run. In short, then, we
want to make SWISS even “Swisser”.
The Swiss cross, which our brand will now
What will this involve?
be incorporating even more, stands for our
Our new brand concept extends to a bold and
commitment to delivering consistently high
distinctive new advertising look that will be focused on
quality – Swiss quality, in other words. If our
our aircraft, and on their Swiss-cross tailfins in particular.
standards ever fall below this, we won’t just be
Our aim here is to create a truly individual profile that
missing a major market opportunity; we won’t
will enable our advertising – and thus our company
remain successful in the longer run. In short,
and its products – to stand out in the market and the
then, we want to make SWISS even “Swisser”
competitive environment.
The new logo, which will be better aligned to our
strengthened market positioning and our sharpened brand profile, will be gradually adopted
from October onwards. In design terms, the new look will mean hardly any changes to our
aircraft’s current livery, since the new logo has been derived directly from our existing tail design.
All that will be needed for our aircraft fleet is a slight modification to the overall colour scheme.
The new concept will be rounded off by a new claim, too, in which we have distilled our quality
aspirations and our commitment to our customers into a few simple words: “Our sign is a
promise”. We’ll be using this claim in our advertising, in combination with the new logo.
How will all this be put into practice in concrete terms?
We’ll be adopting a three-step approach. The first is preparing our new internal and external
look, which will be rolled out from October onwards. This will include a new advertising
campaign and a new look for our various communications channels, such as the SWISS website.
In Phase Two, from December onwards, we’ll extend the new look to our airports in Switzerland.
In Phase Three, in the New Year, we’ll be gradually spreading the new look and logo to our other
airports and locations worldwide. This will, incidentally, also include those parts of our company
that don’t deal directly with our passengers, such as Swiss WorldCargo. The whole process is
likely to take several months. And 2012 will also see the new look and layout extended to other
media and communications tools.
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