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In a move to promote the life sciences, Switzerland has implemented a value-added tax (VAT) exemption 
with regard to direct and indirect subsidies granted to researchers.

The notion of a 'subsidy' is defined by law and jurisprudence, and includes direct money transfers, interest
-free loans, debt write-offs, benefits in kind and similar, where no consideration (eg, results or reports) is 
owed in return.

The recipient of a subsidy can carry it forward, in whole or in part, to other researchers involved in a 
project without the cascade payments triggering VAT.

Subsidies and other contributions paid by public authorities do not trigger VAT even if they impose certain 
requirements on the beneficiaries.

A payment qualifies as a VAT-exempt subsidy if the following criteria are met:

• The payment comes from a public body or entity (eg, a government authority or public law 
foundation);

• The payment has an appropriate legal basis (eg, a federal law, ordinance or regulation); and
• No consideration is paid in return.

The first and second criteria raise no particular issues, but the third criterion can be less straightforward. 
In this respect, amounts paid to support scientific research and development (R&D) activities must be 
examined on a case-by-case basis. Not all R&D activities are VAT exempt.

The purpose of the VAT exemption is to facilitate research in the field of life sciences which is of general 
public interest, as opposed to research that is purely private.

The VAT exemption covers all types of R&D activities, including:

• basic research (acquisition of general knowledge);
• basic research directed toward implementation (aimed at realising medical advantage that requires 

further development); and
• applied research (specific use in a medical environment).

In order to determine whether consideration is payable, it is necessary to determine whether the R&D 
activity is of an entrepreneurial nature.

A contribution qualifies as a subsidy if the grantor acquires no exclusive right to the research results. In 
other words, the results of the research must not amount to direct consideration to the subsidy and must 
benefit the public interest.

Ancillary works that are carried out in relation to an underlying research project that is VAT exempt (eg, 
analysis entrusted to a third company) are also VAT exempt. Supplies between partner research
institutions cooperating on a research project also benefit from VAT exemption.

Non-profit organisations working in the public interest and public hospitals can benefit from VAT-exempt 
subsidies, irrespective of their legal form.

In order to verify whether subsidies are used in accordance with the research programme for which they 
have been granted, they can be subject to the fulfilment of certain objectives and requirements. These 
objectives and requirements are set in order to establish that the subsidies are effectively used in the 
public interest and do not constitute consideration for research conducted in the sole interest of a given 
entity or group.
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Contributions from the Swiss National Research Fund or the Commission for Technology and Innovation, 
or even from some academies such as the Swiss Academy of Medical Science or the Swiss Academy of 
Natural Sciences, are VAT exempt if they meet the above criteria.

Contributions from abroad can also be VAT exempt. For instance, contributions from foreign national 
health institutes or the European Cooperation in Science and Technology are also VAT exempt on the 
same conditions.

It is hoped that these incentives will continue to stimulate growth of the life sciences sector and attract 
domestic and international players to Switzerland.

For further information on this topic please contact Corentin Mulkens or Georges Racine at Lalive by 
telephone (+41 22 319 87 00), fax (+41 22 319 87 60) or email (cmulkens@lalive.ch or 
gracine@lalive.ch). The Lalive website can be accessed at www.lalive.ch.

ILO provides online commentaries as specialist Legal Newsletters. Written in collaboration with over 500 
of the world's leading experts and covering more than 100 jurisdictions, it delivers individually requested 
information via email to an influential global audience of law firm partners and international corporate 
counsel. Please click here to register for the service.

The materials contained on this website are for general information purposes only and are subject to the
disclaimer.

ILO is a premium online legal update service for major companies and law firms worldwide. In-house 
corporate counsel and other users of legal services, as well as law firm partners, qualify for a free 
subscription. Register at www.iloinfo.com.

Authors

Corentin Mulkens

Georges Racine

Online Media Partners

0

© Copyright 1997-2014 Globe Business Publishing Ltd

|

Page 2 of 2Life sciences subsidies exempted from VAT - International Law Office

22.07.2014http://www.internationallawoffice.com/newsletters/Detail.aspx?g=c81b858d-9045-44...


