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DIRECT TAX ALERT

Swiss Tax authorities suspends application of MFN
clause in India-Switzerland DTAA

In its decision in the case of Assessing Officer (International Taxation) vs. Nestlé SA', the
Hon'ble Supreme Court had interpreted the Most Favoured Nation ('MFN’) clause in the Double
Taxation Avoidance Agreement (‘DTAA'). The Court accepted the Income-tax Department's view
that a separate notification under the Income-tax Act, 1961 is required to give effect to MFN
clause in a DTAA (specifically India- Switzerland DTAA). Additionally, it ruled that the relevant date
for another state/country to be a member of the OECD would be the date of its entering into the
tax treaty with India and not a later date after entering into tax treaty with India.

Following this decision, the Swiss tax authorities have announced the suspension of the
unilateral application of the MFN clause in the India-Switzerland DTAA, effective from 1 January
2025, due to differing interpretations of the MFN clause by Indian Courts and Authorities.

As a result, from 1 January 2025, the withholding tax rate on dividend income earned by Indian
shareholders from Swiss companies will increase to 10%, compared to the previous rate of 5%
which was applicable under the MFN clause of the India-Switzerland treaty (as per the
interpretation of the Swiss Tax Authorities). However, this higher withholding tax rate will not
apply to dividend income earned during the tax years 2018-2024.
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2

NEW DELHI | MUMBAI | BENGALURU | HYDERABAD | CHENNAI



DIRECT TAX ALERT

RUBAL BANSAL

Partner
Email:- rbansal@luthra.com

OFFICES

SATVIK SAREEN

Associate
Email:- ssareen@luthra.com

NEW DELHI

1st and 9th Floors, Ashoka Estate,

24 Barakhamba Road, New Delhi - 110 001
T: +91 11 4121 5100 F: +91 11 2372 3909
E: delhi@luthra.com

BENGALURU

3rd Floor, Onyx Centre, No. 5, Museum Road,
Bengaluru - 560 001

T: +91 80 4112 2800 / +91 80 4165 9245

F: +91 804112 2332

E: bengaluru@luthra.com

CHENNAI

Prestige Palladium Bayan,

8th Floor, Greams Road, Nungambakkam Division,
Egmore, Chennai - 600 006,

Tamil Nadu

T: +91 95604 88155

E: chennai@luthra.com

PRAKHAR PANDEY

Associate
Email:- prakharp@luthra.com

MUMBAI

20th Floor, Indiabulls Finance Center,
Tower 2 Unit A2, Elphinstone Road,
Senapati Bapat Marg, Mumbai - 400 013
T: +91 22 4354 7000

F: +91 22 6630 3700

E: mumbai@luthra.com

HYDERABAD

Serene Towers,

House No. 8-2-623/A,

Road No. 10, Banjara Hills,
Hyderabad, Telangana - 500034
T: +91 40 7969 6162

E: hyderabad@Iluthra.com



mailto:rbansal@luthra.com
mailto:prakharp@luthra.com
mailto:ssareen@luthra.com

