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foundations is generally subject to a corporate income tax of 25%, many exceptions exist 
and lead to a situation in which particular types of income are not subject to any tax at all or 
are subject to a reduced tax rate (interim tax) of 12.5% only. The Austrian taxation rules for 
private foundations provide for another particularity which has far-reaching consequences: In 
contrast to corporations, private foundations can realise operating profits and other income; 
as a result, different accounting methods are used for the determination of profits. In practice, 
this means that the profits of the private foundation are only determined according to the ac-
counting method of the “Betriebsvermögensvergleich” (comparison of the assets of a com-
pany in two subsequent years) or financial accounting, which is mandatory for corporations, if 
the private foundation has realised income from a trading activity. As a rule, private founda-
tions rarely realise income from a trading activity; in most cases, the income of private foun-
dations consists of income from capital assets, rent and lease or agriculture and forestry. For 
these types of income, however, a private foundation only needs to prepare a simple 
statement of revenues and expenditures (Einnahmen-Ausgaben-Rechnung) in order to de-
termine taxable profits.  
 
In most cases, income from capital assets makes up the largest part of the private founda-
tions’ income. With regard to the fiscal treatment of income from capital assets, there are 
particularities for private foundations. As a general rule, equity income from domestic or for-
eign companies (basically profit distributions from stock corporations, limited liability compa-
nies or comparable corporations that may exist in other countries) is tax-exempt at the level 
of the private foundation. Income from bank deposits in Austria or abroad, income from debt 
securities issued by domestic entities and income from investment funds is subject to taxa-
tion also in the case of private foundations; however, private foundations benefit from a re-
duced tax rate of 12.5%. Only interest on loans, typical silent partnerships and donations by 
other private foundations (provided that these foundations does not act as founders), dis-
counts earned, and payments by capital insurances with a maturity of more than ten years 
are subject to a tax rate of 25%.  
 
Additional advantages exist for private foundations concerning the disposal of shareholdings. 
Here, a distinction has to be made between two different cases: If a shareholding in a com-
pany is sold within the one-year speculation period (period between the acquisition and the 
disposal), equity income related to this shareholding is subject to the regular rate of 25% in-
dependent of the size of the stake in that company. If the stake in the company exceeds 1%, 
and provided that the shareholding is sold after the one-year speculation period, the equity 
income related to the shareholding is subject to a reduced tax rate of 12.5% only. However, 
under particular circumstances, it is possible to avoid taxation at a reduced rate. If the share-
holding in a company exceeds 10%, hidden reserves uncovered at the disposal of sharehold-
ings can be transferred to other shareholdings that were acquired in the same financial year. 
If no shareholding was acquired in the year of the disposal, the private foundation may set up 
a tax-exempt reserve. Within a period of twelve months, this reserve may be transferred to 
such shareholding acquired, if applicable. If no shareholding is acquired within the twelve-


