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Law on the taxation of legal persons
(LIPM)

D 3 15

Historical table

of 23 September 1994

(Effective 1 st January 1995)

The GRAND COUNCIL of the Republic and Canton of Geneva,
having regard to the federal law on the harmonization of direct taxes of the cantons and the communes, of December 14, 1990,
decrees the following:

Chapter I Liability to tax

Section 1 Designation of legal persons

Art. 1 Object of the tax and designation of legal persons
1 The canton collects, in accordance with this law, a tax on profits and a tax on the capital of legal persons.

2 The legal persons subject to tax are:

a) capital companies (public limited companies, joint-stock companies, limited liability companies) and cooperative companies;
b) associations, foundations and other legal persons.

3 Investment funds which own buildings in direct ownership within the meaning of Article 31, paragraph 2, letter a, of the Federal Law on Investment Funds of July 1, 1966,

are assimilated to other legal persons.
4 Foreign legal persons as well as commercial companies and communities of foreign persons are assimilated to the Swiss legal persons of which they are

are the closest in terms of their legal form or effective structure.

Section 2 Conditions of subjugation

Art. 2 Personal connection
Legal persons are subject to tax on the basis of their personal connection when they have their registered office or their effective administration or the registered office of their management in the
canton.

Art. 3 Economic connection
1 Legal entities which have neither their registered office nor their effective administration in the canton are subject to tax on the basis of their economic connection, when:

a) they are associated with a company established in the canton;
b) they operate a permanent establishment in the canton;
c) they own a building located in the canton or have real rights of use or similar personal rights over such a building
economically to real rights of use.

2 Legal persons which have their head office or their effective administration abroad are subject to tax, when:

a) they are holders or usufructuaries of receivables guaranteed by a real estate pledge or a pledge of mortgage securities encumbering a building located in the canton;
b) they trade in real estate located in the canton or act as intermediaries in real estate transactions.

3 A permanent establishment is understood to mean any fixed establishment in which all or part of the activity of the company is carried out. Are considered in particular as permanent establishments

management offices, branches, factories, workshops, sales outlets, permanent representations, mines and other places of exploitation of natural resources, as well as
construction or assembly sites lasting at least 12 months.

Art. 4 Scope of the liability
1 The liability based on a personal connection is unlimited; however, it does not extend to businesses, permanent establishments and buildings located outside the canton.

2 The liability based on an economic connection is limited to the part of the profit and the capital which is taxable in the canton according to article 3.

3 The scope of the liability for a company, a permanent establishment or a building is defined, in intercantonal and international relations, in accordance with the

rules of federal law concerning the prohibition of inter-cantonal double taxation.
4 If a legal person having its registered office or effective administration in the canton compensates the losses suffered abroad by a permanent establishment with income

allocated to the canton in the international distribution and that this permanent establishment records profits over the following 7 years, the losses previously deducted are
reintegrated into the profit of the legal person in the canton up to the amount of the benefits compensated with the permanent establishment.
5 Taxpayers who have their headquarters and effective administration abroad must tax at least on the profit made in the canton and on the capital invested there.

6 The provisions provided for in agreements aimed at avoiding double taxation are reserved.

Art. 5 Calculation of tax in the event of partial liability
1 Legal entities which are subject to tax in the canton only on a part of their profit and their capital must tax on the taxable items in the

canton at the rate which would be applied to them on the totality of their profit and their capital.
2 Taxpayers who have their head office or effective administration abroad and who are taxable by reason of a company, a permanent establishment or a building located in

the canton must tax at least at the rate corresponding to the profit made in the canton and to the capital invested there.

Section 3 Beginning and end of subjugation

Art. 6 General rules
1 The liability begins on the day of the foundation of the legal person, the establishment of its head office or its effective administration in the canton or the day on which it is
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acquires a taxable item.
2 The liability ends on the day of the closing of the liquidation of the legal person, on the day of the relocation of its registered office or of its effective administration outside the canton, or

again on the day when the taxable element in the canton disappears.
3 In the event of the dissolution of a legal person with takeover of its assets and liabilities by another legal person, the taxes due by the first must be paid by the second.

Art. 7 Intercantonal transfer
1 In the event of the transfer of the head office or of the effective administration to another canton, the liability to taxes on profit and on capital continues without change for the

current fiscal period.
2 In the event of a transfer of the head office or of the effective administration from a canton, the liability to taxes on profit and on capital continues without change.

for the current fiscal period in the previously decisive fiscal forum.
3 Article 45, paragraph 1. (1) reserved.

Section 4 Joint and several liability

Art. 8 Joint and several liability
1 When the liability of a legal person ends, the persons responsible for its administration or its liquidation are jointly responsible for the taxes it owes.

up to the amount of the net proceeds of the liquidation or, if the legal person transfers its registered office or the place of its effective administration outside the canton, up to the amount of the
net assets of the legal person; they are released from all liability if they prove that they have taken all the precautions required by the circumstances.
2 Are jointly responsible for the taxes due by a legal person subject to tax by reason of an economic connection, up to the amount of the net proceeds realized,

responsible persons:
a) the liquidation of a company or a permanent establishment in the canton;
b) the alienation or realization of a building located in the canton or of claims guaranteed by such a building.

3 When a legal person which has neither its registered office nor its effective administration in Switzerland acts as an intermediary in an operation relating to a building located in the canton,

buyers and sellers of the building are jointly and severally liable, up to 3.5% of the purchase price, for the taxes owed by this legal person due to its activity
intermediary.
4 Partners, limited partners, participants of commercial companies and members of other communities of persons governed by foreign law without legal personality respond

jointly and severally with the taxes owed by these companies and communities.

Section 5 Exemptions
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Art. 9 exemptions
1 The following are exempt from tax:

a) the Confederation and its establishments within the limits set by federal legislation;
b) the canton and its establishments within the limits set by cantonal legislation;
c) the Geneva municipalities for the goods and establishments which depend on them and which are used for purposes of public utility or general interest;
d) the native social insurance and compensation funds, in particular the unemployment, sickness, invalidity and survivors' insurance funds,
old-age insurance funds and family allowance funds, with the exception of concession insurance companies;
e) occupational pension institutions of companies which have their domicile, registered office or permanent establishment in Switzerland and companies which closely affect them,
on condition that the resources of these institutions be allocated permanently and exclusively to staff provident funds;
f) legal persons pursuing public service or public utility goals, on the profit and capital exclusively and irrevocably allocated to these goals. From
economic goals cannot in principle be regarded as being of public interest;
g) legal persons which aim for religious goals in the canton or on the Swiss level, on the profit and the capital exclusively and irrevocably allocated to these goals;
h) foreign States and international governmental organizations, on their buildings assigned to their service, subject to reciprocity.

2 The legal entities mentioned in paragraph 1, letters d, e, f and g are, however, subject in all cases to tax on real estate gains. Provisions relating to property

acquired in reinvestment are reserved.
3 The finance department decides on the exemption of legal persons referred to in paragraph 1, letters d to h. (8)

Section 6 Tax relief

Art. 10 Tax breaks
1 The Council of State may, after consultation with the municipalities concerned, grant tax relief to legal persons newly created or in the process of being established.

restructuring, in order to facilitate their installation and development, if they are in the interest of the canton's economy; these reductions cannot go beyond 10 years.
2 Having a preponderant political character within the meaning of Article 86, paragraph 3, of the Law of 17 June 2005 on the Federal Tribunal, the decisions of the Council of State based on paragraph 1 do not

are not subject to cantonal appeal. (8)
3 The Council of State informs the municipalities concerned of the tax relief granted and presents an annual report to the Grand Council, as part of the report, on its

tax relief policy. (3)

Chapter II Income tax

Section 1 Object of the tax

Art. 11 principle
The profit tax relates to the net profit.

Art. 12 Determination of net profit
Is considered as taxable net profit:

a) the net profit as it results from the profit and loss account;
b) amounts allocated to reserve funds;
c) the participations and directors' fees allocated to members of the administration;
d) the sums which are deducted, before the calculation of the net profit, from the results of the financial year, to cover the expenses which cannot be considered as expenses
operating expenses, such as expenses for the acquisition or improvement of property;
e) depreciation and provisions which are not justified by commercial use;
f) the passive interest due on the part of the foreign capital which must be added to the own capital defined according to article 30;
g) commissions not justified by name and those which, justified by name, do not comply with commercial usage, as well as interest on debts
unsecured unsubstantiated;
h) voluntary allowances to third parties and services of any kind provided free of charge to third parties or to shareholders of the company;
i) the release of own capital by means of funds belonging to the legal person, provided that they come from reserves constituted by profits which have not been
imposed;
j) income that has not been recognized in the income statement, including capital profits, revaluation or liquidation profits as well as amounts
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reserves and provisions transferred abroad which had been set aside for tax relief.

Art. 13 Expenses justified by commercial use
The charges justified by commercial use include in particular:

a) federal, cantonal and municipal taxes, but not fiscal fines;
b) payments to provident institutions in favor of company personnel, provided that any use contrary to their purpose is excluded;
c) donations in cash and in the form of other assets in favor of legal persons which have their registered office in Switzerland and are exempt from tax by reason of their
public service or public utility goals, up to 20% of net taxable profit. Donations to the Confederation, cantons, municipalities and

their establishments are deductible to the same extent; (7)
d) rebates, discounts, bonuses and rebates granted on the equivalent value of deliveries and services as well as the profit shares of insurance companies
intended to be distributed among the insured;
e) depreciation and provisions justified by commercial use;

f) the costs of training and further training for professional purposes of the personnel of the undertaking, including retraining costs. (11)

Art. 14 Elements without influence on the result
Do not constitute taxable profit:

a) contributions from members of capital companies and cooperative societies (including agio);
b) increases in own funds resulting from an inheritance, a bequest or a donation.

Art. 15 Transfer of the registered office to another canton
The reserves and provisions which have been established against the profit and loss account are not subject to tax when the head office is transferred to another canton.

Art. 16 Transformations, mergers, divisions
1 The hidden reserves of a capital company or a cooperative society are not taxed, provided that the latter remains subject to tax in Switzerland and that the elements

sales are included at their last determining value for income tax:
a) in the event of transformation into a capital company of another legal form or into a cooperative society, when the operation continues without change and the
participations remain, in principle, proportionally the same;
b) in the event of a concentration of companies by transferring all the assets and liabilities to another capital company or cooperative company (merger according to articles 748 to 750, CO
or business transfer according to article 181, CO);
c) in the event of a division of an enterprise by transfer of separate parts of it to other capital companies or cooperative societies, when the operation of these parts is
continues without change.

2 The taxation of accounting revaluations and additional services is reserved.

Art. 17 (9) Re-employment
1 When fixed assets necessary for operation are replaced, the latent reserves of these assets may be transferred, within a reasonable period of time, to the assets

fixed assets acquired in reinvestment, if these assets are also necessary for the operation and are located in Switzerland. Taxation in the event of replacement of buildings by goods
furniture is reserved.
2 In the event of a replacement of participations, the hidden reserves may be carried over to a new participation if the alienated participation was equal to at least 10% of the capital.

shares or share capital or at least 10% of the profit and reserves of the other company and if the capital company or cooperative company has held this participation for
at least a year.

Art. 18 Special rules for associations, foundations and investment funds
1 The contributions paid to associations by their members and contributions to the assets of foundations are not part of taxable profit.

2 Expenses related to the acquisition of taxable revenues of associations can be fully deducted from these revenues; other expenses can only be done in the

to the extent that they exceed the membership fees.
3 Investment funds are subject to profit tax for the return on their directly owned properties as well as for the capital profit from their

realization.

Art. 19 Loss deduction
1 The losses of the 7 years preceding the fiscal period may be deducted from the net profit for this period, provided that they could not be taken into account during the

calculation of the net taxable profit for these years.
2 Losses from previous years which have not yet been deducted from profit may also be deducted from services which are intended to balance a balance sheet.
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deficit within the framework of a restructuring, provided that these do not constitute contributions according to article 14, letter a.

Section 2 Tax calculation

Art. 20 Capital companies and cooperatives

The tax rate on net profit is set at 10%. (2)

Art. 21 Reduction for participations having a decisive influence
1 When a capital company or a cooperative company owns at least 10% of the share capital or the share capital of another company or participates for at least 10% in

profit and reserves of another company or has a participation representing a market value of at least one million francs, the profit tax is reduced

in proportion to the ratio between the net return on participations and the total net profit. (9)
2 The net return on participations corresponds to the income from these participations, less the related financing costs and a 5% contribution intended to cover the

administration costs, subject to proof of actual administration costs below or above this rate. Passive interest as well as
other costs which are economically comparable to passive interest. Also included in income from participations are capital profits from participations as well as

as the proceeds from the sale of subscription rights relating thereto. Section 45A is reserved. (5)
3 The following do not form part of the return on participations:

at 5)
b) the receipts which represent expenses justified by commercial usage for the capital company or the cooperative society which pays them;

c) revaluation profits from participations. (5)
4 The return on a participation only enters into the calculation of the reduction to the extent that this participation is not subject to depreciation which is linked to the distribution of the

profit and deducted from net taxable profit.
5 Capital gains only enter into the calculation of the reduction:

(a) to the extent that the proceeds of the alienation exceed the cost of the investment;
b) if the alienated participation was equal to at least 10% of the share capital or the share capital of another company or if it had a right based on at least 10% of the profit and
reserves of another company and that the capital company or cooperative company has held them for at least one year; if the participation falls below 10% at the
following a partial alienation, the reduction can only be granted on each subsequent alienation benefit if the market value of the participation rights at the end of the year

tax prior to the alienation amounted to at least one million francs. (9)
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6 Value adjustments and depreciation made on the investment cost of participations that meet the conditions set out in paragraph 5, letter b, are added to the

taxable profit insofar as they are no longer justified. (9)

Art. 22 Holding
1 Capital companies and cooperative societies whose main statutory purpose is to manage participations on a long-term basis and which have no commercial activity in Switzerland

do not pay income tax, subject to paragraph 2, when such holdings or their yield represent at least two-thirds of total assets or income.
2 The return on Swiss buildings owned by these companies is taxable according to the ordinary scale, taking into account the deductions corresponding to a usual mortgage charge.

Art. 23 Auxiliary societies
1 Capital companies, cooperative societies and foundations which have administrative activity in Switzerland but no commercial activity, as well as

capital and cooperative societies whose commercial activity is mainly oriented abroad and which only exercise a subsidiary activity in Switzerland, pay the income tax.

benefit as follows: (5)
a) the return on the participations of article 21, as well as the capital profits and the revaluation profits from these participations are exempt from tax;
b) other receipts from Swiss sources are taxed according to the ordinary scale;
c) other revenues from foreign sources are taxed according to the ordinary scale, depending on the importance of the administrative activity, respectively commercial, carried out

in Switzerland (5)
2 Separate accounts will be kept for each category of income to which the acquisition costs directly linked to it must be charged.

3 If the costs cannot be allocated to a particular category of income, the financial costs are allocated in proportion to the book value of the participations and

other assets; overheads, after deduction of financial charges, are distributed in proportion to receipts from Swiss and foreign sources.
4 Losses incurred on participations within the meaning of paragraph 1, letter a, can only be offset with the returns mentioned in this provision.

Art. 24 Double taxation agreements
The revenues and returns for which a reduction in foreign withholding taxes is requested do not benefit from the reductions in profit tax provided for in the
articles 22 and 23, when the international convention prescribes that these receipts and returns must be taxed according to the ordinary regime in Switzerland.

Art. 25 Associations, foundations, investment funds and other legal persons
The tax due by associations, foundations, investment funds and other legal persons is calculated by dividing their taxable profit into taxable brackets according to the table
next :

Profit (installments)
Rate of the bracket Maximum tax of the Total tax bracket

F % F F

1 to 40,000 5 2,000 2,000

40,001 to 70,000 5.5 1,650 3,650

70,001 to 100,000 6 1,800 5 450

100,001 to 200,000 7 7,000 12,450

200,001 to 300,000 8 8,000 20,450

300,001 to 400,000 9 9,000 29,450

above 400,000 10

Art. 26 Imputation of tax on real estate profits and gains
When the profit made on the alienation of real estate is subject to a full annual tax on net profit or net income, the tax on profits and real estate gains
collected in application of articles 80 to 87 of the general law on public contributions, of November 9, 1887, is charged to the annual tax or reimbursed for the part that exceeds it
the amount.

Chapter III Capital tax

Section 1 Object of the tax

Art. 27 Principle
The capital tax is aimed at own capital.

Art. 28 Capital companies and cooperatives
1 The taxable equity capital of joint-stock companies and cooperative societies includes share capital and participation capital or paid-up share capital, reserves

open and hidden reserves constituted by means of taxed profits.
2 At least the share capital and the participation capital are taxable.

Art. 29 Holding and auxiliary companies
The taxable equity capital of the companies defined in Articles 22 and 23 comprises the share capital and the participation capital or the paid-up share capital, the open reserves and the share
hidden reserves that would have been built up from taxed profits, if the profit tax were levied.
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Art. 30 (1) Concealed equity capital
The taxable equity of capital companies and cooperative societies is increased by the part of their foreign funds which is economically comparable to capital.
clean.

Art. 31 Capital companies and cooperatives in liquidation
1 The taxable equity capital of joint-stock companies and cooperative societies which are in liquidation at the end of a tax period corresponds to their net assets.

2 Net assets are determined in accordance with the provisions applicable to individuals.
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Art. 32 Associations, foundations, investment funds and other legal persons
1 The taxable equity capital of associations, foundations, investment funds and other legal persons corresponds to their net assets, determined in accordance with

provisions applicable to natural persons.
2 The net assets of investment funds correspond to the net value of their directly owned properties.

Section 2 Tax calculation

Art. 33 Capital companies and cooperatives

The equity tax is 1.8 ‰. For companies and cooperatives with no taxable profits, this rate is 2 ‰. (2)

Art. 34 Holding
Holding companies are subject to an annual tax of 0.3 ‰ on their own capital.

Art. 35 Auxiliary societies
The rate of the tax on the own capital of auxiliary companies is reduced to 0.3 ‰ for the part of this own capital calculated in proportion to the book value of the
holdings having a decisive influence within the meaning of article 21 in relation to the book value of all assets.

Art. 36 Associations, foundations, investment funds and other legal persons
The equity capital of associations, foundations, investment funds and other legal entities is divided into tax brackets according to the following table:

Slices
Rate of the bracket Maximum tax of the Total tax bracket

F ‰ F F

1 to 50,000 0.75 37.50 37.50

50,001 to 150,000 1 100.00 137.50

150,001 to 300,000 1.25 187.50 325.00

300,001 to 500,000 1.5 300.00 625.00

500,001 to 750,000 1.75 437.50 1062.50

750,001 to 1,050,000 2.25 675.00 1,737.50

1,050,001 to 1,450,000 2.75 1,100.00 2,837.50

1,450,001 to 2,000,000 3.25 1787.50 4,625.00

above 2,000,000 4.25

Art. 36A (10) Reduction of capital tax
The capital tax, calculated according to the provisions of articles 33 to 36, is reduced by the amount of the profit tax calculated according to articles 20 to 25. The reduction cannot however
exceed 8,500 F.

Chapter IV Taxation in time

Art. 37 Tax period
1 Taxes on profit and on capital are fixed and levied for each tax period.

2 The fiscal period corresponds to the commercial year.

3 Each calendar year, legal persons draw up a balance sheet and a profit and loss account, except for the year of foundation or when the closing date of the

accounts. These documents are also drawn up in the event of a transfer of the head office, administration, company or permanent establishment, as well as at the end of the liquidation.

Art. 38 Relevant net profit
1 Profit tax is calculated on the basis of the net profit realized during the tax period.

2 When the financial year includes more or less than 12 months, the tax rate is set on the basis of a net profit calculated over 12 months.

3 During the liquidation of a legal person or the transfer of its registered office, administration, business or permanent establishment abroad, hidden reserves are

taxed with the net profit of the last financial year.

Art. 39 Determinative equity capital
The capital tax is calculated on the basis of the equity capital existing at the end of the tax period.

Art. 40 Tax rate
The tax rates in force at the end of the tax period apply.

Chapter V Final and transitional provisions

Art. 41 Change in taxation over time
1 For the first fiscal period following the entry into force of this law, the tax on the net profit of legal persons is subject to 2 provisional taxations in conformity, one

to the old provisions, the other to the new ones. The tax calculated according to the new law is due if it is higher than that calculated according to the old law; if this is not the case, it is the tax
calculated according to the old duty which must be paid.
2 If the commercial year overlaps with the calendar years preceding and following the entry into force of this law, the part of the tax calculated according to the old law, corresponding to the

duration of the financial year elapsed the year preceding the entry into force of this law, is charged to the tax calculated according to the new law; the difference is not returned.

Art. 42 Liquidation of real estate companies
1 The tax on capital profits realized on the transfer of a building to the shareholder by a real estate company founded before January 1, 1995 is reduced by 75% if the company is

dissolved.
2 The tax due by the shareholder on the liquidation surplus constituted by the reserve on the building and the open reserves recorded at December 31, 1999 is reduced in the

same proportion. The tax payable by the shareholder on the liquidation surplus constituted by the undistributed operating profits for the years 2000 to 2003 is not reduced. (4)
3 The liquidation and the filing of the requisition for deregistration of the real estate company must take place no later than December 31, 2003. (4)

4 The transfer value of the building is declared by the company on the formula established by the department. The department may, within 60 days, determine another value. (6)

5 When the shareholder acquires from a real estate company of shareholder-tenants, in ownership by floor and against transfer of his participation rights, the part of the building of which
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the use is linked to the transferred rights, the tax on the capital profit realized by the company is reduced by 75% if the company was founded before January 1, 1995. In addition, the transfer of
the property to the shareholder must be registered in the Land Register no later than December 31, 2003. Under these conditions, the tax due by the shareholder on the liquidation surplus constituted by the
reserve on the building and open reserves recorded at December 31, 1999 is reduced in the same proportion. The tax due by the shareholder on the liquidation surplus

Page 5
consisting of the retained operating profits for the years 2000 to 2003 is not reduced. (4)

Art. 43 Auxiliary and financial participation companies

Companies taxed before January 1, 1995 in accordance with article 65 (old content) of the general law on public contributions, of November 9, 1887, remain subject to
the rules for determining net taxable profit and the tax rates resulting from this provision until December 31, 2000; they can however renounce it and
request the application of the new law.

Art. 44 Real estate cooperative companies
Until December 31, 2000, the real estate cooperative societies that the Confederation supports under Articles 51 and 52 of the Federal Law on the Encouragement of Construction and
home ownership, from October 4, 1974, are taxed according to the tax rates applicable to associations, foundations, investment funds and other persons
moral.

Art. 45 (1) Reciprocity clauses
1 Article 7 is only applicable if the canton of destination or origin applies similar standards.

2 Until December 31, 2000, the transfer of headquarters to another canton (art. 15), as well as conversions, mergers and splits (art. 16) and re-employment (art. 17)

involving the realization and transfer of hidden reserves in another canton remain subject to Geneva taxes, unless the destination canton provides for an exemption
reciprocal.

Art. 45A (5) Transitional provision relating to the extension of the reduction for participation in capital profits - harmonization with the LIFD
1 Capital gains from participations as well as the proceeds from the sale of subscription rights relating thereto do not enter into the calculation of the net return within the meaning of

Article 21, paragraph 2, if the capital company or the cooperative company held the participations concerned before January 1, 1997 and realizes these profits before January 1, 2007.
2 For shareholdings held before January 1, 1997, the determining values   for income tax, at the start of the commercial year which ended during the year

civil 1997 are considered as investment costs (article 21, paragraph 5, letter a, and paragraph 6).
3 If a capital company or a cooperative company transfers a stake it held before 1 January 1997 to a company of the same group located abroad and this

participation is equal to at least 20% of the share capital or the share capital of another company, the difference between the decisive value for income tax and the value

value of this participation is added to the net taxable profit. In this case, the participations in question are considered to have been acquired before January 1, 1997.
At the same time, the capital company or the cooperative society can constitute an untaxed reserve equal to this difference. This reserve will be dissolved and imposed if the
participation is sold to a third party outside the group or if the company whose participation rights have been transferred alienates a significant portion of its assets and liabilities or if
it is liquidated. The capital company or cooperative society will attach to its tax return a list of the participations which are the subject of an untaxed reserve within the meaning of
this article. The untaxed reserve was dissolved without tax consequences on December 31, 2006.

Art. 46 Entry into force

This law comes into force on January 1, 1995.
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