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Memorandum subject: Tax Inversion, US TO Switzerland. 
Having expressed an interest in a potential tax inversion to Switzerland, because of the country’s 5% corporate tax rate; in our view, we do not recommend this transaction. We have presented various arguments to support our proposition. 
Firstly, it is essential to note that the effective tax rate in Switzerland is not significantly less than the United States federal and state tax rates. Notably, business organizations operating in Switzerland are usually subjected to an 8.5% income tax in addition to the income taxes imposed by the cantons in which the business activities are incurred. In most cantons in Switzerland, the tax rates range between 11.9% to about 22%. In this view, the resulting combined Swiss tax rate of 19.7% to 29.4% seem to be effective. On the other hand, the combined US income tax rates may be as high as 21% to 28%. 
Secondly, it is important to note that the internal Revenue code is likely to reduce thus eliminating the benefit of the corporate inversion if these tests are met; 
· If the Swiss company acquires substantially all of the properties held directly or indirectly by your US corporation
· After the acquisition, at least 60% of the stock of the Swiss corporation is held by the former shareholders of your US corporation, and 




· If the resulting combined business does not engage in substantial business activities in Switzerland. Essentially, engaging in a business in a foreign country require businesses to have at least 25% of the value of the combined assets,25% of the total employee compensation and at least 25% of the group’s income obtained in Switzerland. In a sense, the foreign company must also be a tax resident of Switzerland. 
For this reason, restructuring of the transaction is necessary to ensure that at least one or two of these tests are not met. Additionally, it is important to consider the reputational risks of such transactions. Public scrutiny may curtail inversions. 
