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Venture Capital: Switzerland

Switzerland: Venture Capital

1. Are there specific legal requirements or
preferences regarding the choice of entity and/or
equity structure for early-stage businesses that
are seeking venture capital funding in the
jurisdiction?

Swiss startups can select either a stock corporation or a
limited liability company as their legal entity. Whilst a
limited liability company may be attractive for founders
due to lower minimum capital requirements at
incorporation (CHF 20,000 for a limited liability company
vs. CHF 100,000 for a stock corporation, whereby CHF
50,000 need to be paid-in), stock corporations are
typically preferred as shareholders and share transfers do
not require registration with the commercial register (as
is the case with a limited liability company) which is
burdensome (e.g., in case of a broad shareholder base
due to an ESOP) and unattractive for investors from a
confidentiality standpoint.

There are no particular Swiss legal rules that require
startups to have a certain equity structure. Like in other
jurisdictions, the equity structure of Swiss startups is
typically layered with common shares being held by the
founders (and employees), and preferred shares being
held by investors. Preferred shares typically carry non-
participating liquidation/exit preferences and conversion
rights.

2. What are the principal legal documents for a
venture capital equity investment in the
jurisdiction and are any of them publicly filed or
otherwise available to the public?

The principal legal documents for a VC investment in
Switzerland are typically a non-binding term sheet which
sets out the commercial and legal cornerstones of the
investment and is then formalized in the investment
agreement (incl. subscription form), the shareholders’
agreement, the articles of association and the board
regulations. Of these documents, only the articles of
association are filed with the commercial register and
become publicly available. For confidentiality reasons, the
parties therefore often abstain from “hardwiring” detailed
provisions from the shareholders' agreement into the
articles, thereby relying on contractual protections only.
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3. Is there a venture capital industry body in the
jurisdiction and, if so, does it provide template
investment documents? If so, how common is it
to deviate from such templates and does this
evolve as companies move from seed to larger
rounds?

The key venture capital industry body in Switzerland is
the Swiss Private Equity & Corporate Finance Association
(SECA). SECA provides model documentation for VC
investments, including templates for term sheets,
convertible loans, investment agreements, shareholders'
agreements, articles of associations and board
regulations.

SECA's templates often form the basis of the investment
documentation in early-stage financing rounds but it
should be noted that the templates are on the investor
friendly side. The nature and extent of deviations are
primarily driven by the specifics of the transaction,
including the negotiation power and preferences of the
involved parties. On the timeline, deviations from
templates tend to increase along the funding stages as
initial deviations are typically carried forward and new
deviations are negotiated in each round.

4. Are there any general merger control, anti-
trust/competition and/or foreign direct
investment regimes applicable to venture capital
investments in the jurisdiction?

Swiss merger control and anti-trust regulations are set
out in the Swiss Cartel Act and its ordinances. An
investment is notifiable in Switzerland if the investor(s)
acquire(s) (sole or joint) control over the target company
and if additionally, either the applicable turnover
thresholds ((1) combined turnover of all undertakings
concerned of at least CHF 2bn worldwide or at least CHF
500m in Switzerland and (2) individual turnover of at least
two of the undertakings concerned of at least CHF 100m
in Switzerland) are met or if one of the undertakings
concerned has been held by the Competition Commission
to be dominant and the investment concerns the same or
a neighbouring/upstream/downstream market. Due to
high turnover thresholds, VC investments are rarely
notifiable in Switzerland. Anti-trust considerations
otherwise often play a role in connection with non-
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compete/non-solicit undertakings in shareholders'
agreements.

Unlike many other jurisdictions, Switzerland does not
(yet) have a comprehensive FDI regime. Political efforts
to introduce one are ongoing, and in December 2023, the
Swiss Federal Council proposed a draft Federal Law on
Control of Foreign Direct Investments. Parliamentary
debates have considered extending its scope beyond
state-controlled investors to include non-state foreign
investors. On 17 March 2025, the Swiss Council of the
Cantons (Stadnderat) agreed to proceed with the
legislative project, sending it back to the commission for
detailed deliberation.

5. What is the process, and internal approvals
needed, for a company issuing shares to
investors in the jurisdiction and are there any
related taxes or notary (or other fees) payable?

A Swiss stock corporation (or limited liability company)
can issue shares by way of an ordinary share capital
increase, a share capital increase out of conditional
capital, or a share capital increase based on a capital
band (which replaced the so-called "authorized share
capital” at the beginning of 2023). The issuance of shares
to investors in the context of VC investments is typically
done by way of an ordinary share capital increase for
which broadly the following process applies:

In a first step, the board proposes a share capital
increase and convenes an extraordinary general meeting
(EGM) with at least 20 days' prior notice. If all shares are
represented (universal meeting), no convocation is
required. In a second step, the EGM (with simple majority
in case of a cash capital increase and qualified majority
in case of a non-cash capital increase or if the statutory
subscription right of the shareholders is curtailed or
excluded) resolves on the capital increase in front of a
notary public. In addition, where a company has already
issued preference shares, the law requires that any
further issuance of preference shares conferring
preferential rights over the existing preference shares
may only be made with the consent a special meeting of
the adversely affected holders of the existing preference
shares, unless otherwise provided in the articles of
association. The capital increase must then be
implemented by the board within six months, i.e.,
investors subscribe for the new shares (by executing a
subscription form) and pay the subscription (or at least
the nominal) amount onto a blocked bank account in the
name of the company whereafter the board issues a
capital increase report (which must be audited in case of
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non-cash capital increases or in case the statutory
subscription right of the shareholders is curtailed or
excluded) and resolves on the ascertainment of the
capital increase and the amendment of the articles of
association in front of a notary public. In a last step, the
board submits the commercial register application for
registration of the capital increase. The capital increase
takes effect with registration in the commercial register
(upon which funds can be released from the blocked bank
account and be paid onto an operating bank account of
the company).

In the context of VC investments, the above steps (up to
and including the commercial register application) are
typically completed on the same day following pre-
payment of the subscription (or nominal) amount onto
the blocked bank account. The registration of the capital
increase with the commercial register typically takes
between three to seven business days from submission
of the application (although delays can be expected
during the holiday period).

The issuance of shares (including any share premium) by
a Swiss stock corporation (or limited liability company) is
subject to a 1% stamp duty on invested funds which
exceed a one-time exempt threshold of CHF 1Tm. Fees for
notarization depend on the canton and the notary but are
generally based on the transaction value with ranges and
caps (e.g., fees for notarizations in connection with
capital increases in the canton of Zurich amount to 1% of
the capital increase amount and range between CHF 500
and CHF 5,000 for non-listed and smaller companies not
subject to an ordinary audit).

6. How prevalent is participation from investors
that are not venture capital funds, including
angel investors, family offices, high net worth
individuals, and corporate venture capital?

Angel investors, family offices, and high net worth
individuals play an important role in the Swiss VC
ecosystem. Their participation is particularly prevalent in
seed and early-stage financings. Corporate venture
capital, like most VC funds, in general tend to target later
financing rounds.

7. What is the typical investment period for a
venture capital fund in the jurisdiction?

Like in other jurisdictions, the investment period for a VC
fund in Switzerland is usually the first three to five years
of a fund's life cycle which typically ranges between 10 to
12 years (subject to extensions).
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8. What are the key investment terms which a
venture investor looks for in the jurisdiction
including representations and warranties, class
of share, board representation (and observers),
voting and other control rights, redemption
rights, anti-dilution protection and information
rights?

The key investment terms which a VC investor is looking
for in Switzerland may vary depending on factors such as
investment stage, equity stake, and investment approach
but typically include:

R&W: R&W are typically given by the company and/or
the founders and cover fundamental, tax/social
security, and business matters (often with a particular
focus on IP, IT, and data protection in a tech-driven
startup environment).

Class of share: investor typically ask for preferred

shares, which rank senior to ordinary shares held by

the founders.

e Liquidation preference: preferred shares subscribed

for by investors typically carry a (one-time) non-

participating liquidation/exit preference and
conversion rights.

Anti-dilution: anti-dilution provisions offering down-

round protection for investors are standard in Swiss

VC transactions. The broad-based weighted average

method is the most common adjustment method.

e Governance/information rights: depending on the
equity stake and investment approach, investors may
seek board representation or at least board observer
rights and in any case information rights (regular
financial information, KPls, budget).

e Reserved matters: investors always request
(fundamental) veto rights for investment protection
(e.g., amendment of articles, issuance of senior
ranking shares, voluntary liquidation, etc.) and
depending on acquired stake and investment
approach may additionally request strategic or even
operational veto rights.

e Exit rights: investors typically seek exit rights to

secure liquidity for their investment such as the right

to initiate an exit after a certain holding period, tag-
along, and drag-along rights (with down-side
protection).

9. What are the key features of the liability
regime (e.g. monetary damages vs.
compensatory capital increase) that apply to
venture capital investments in the jurisdiction?
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Founders often lack liquidity and Swiss corporate law
puts restrictions on the distribution of funds to
shareholders (so called prohibition on capital
repayments), investment agreements often provide for a
compensatory capital increase and/or transfer of founder
shares at nominal value as compensation mechanisms in
case of damages resulting from a breach of R&W.

10. How common are arrangement/ monitoring
fees for investors in the jurisdiction?

VC funds who act as lead investors in financing rounds
will frequently lead the due diligence and request
company to cover reasonable legal fees and expenses
incurred by their counsel (sometimes such costs are
capped / agreed in the term sheet). In addition, lead
investors sometimes also request arrangement /
monitoring fees but typically such fees are rather seen in
private equity set-ups in Switzerland.

11. Are founders and senior management
typically subject to restrictive covenants
following ceasing to be an employee and/or
shareholder and, if so, what is their general scope
and duration?

Founders and senior management are typically subject to
post-contractual non-compete/non-solicit undertakings
in the shareholders' agreement and/or employment
agreements.

In terms of scope, non-compete undertakings generally
cover the company's current product/service offering
whilst non-solicit undertakings generally prohibit the
active solicitation of the company's employees and
customers. Geographically, non-compete/non-solicit
undertakings typically cover the company's current
(main) sales markets and potentially markets where
market entry is imminent.

In terms of permissible duration, Swiss competition and
employment law sets certain restrictions. The permissible
duration of non-compete/non-solicit undertakings in
shareholders' agreements depends on whether the
relevant shareholder(s) has/have (sole or joint) control
over the company. In case of control, non-compete/non-
solicit undertakings of (co-)controlling shareholder(s)
may be entered into for a duration of up to three years
after the relevant shareholder ceases having control. For
non-controlling employed shareholders, non-
compete/non-solicit undertakings in shareholders'
agreements may from a Swiss competition law
perspective be justified for up to 12-24 months after
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termination of the employment relationship of the
relevant shareholder (although no reliable case law
exists). Non-compete/non-solicit undertakings in
employment agreements may be entered into for a period
of up to three years after termination of the employment
relationship (although typically the duration is limited to
12-18 months from termination as the enforceability of
the non-compete/non-solicit undertaking generally
decreases with increasing duration).

To ensure compliance, non-compete/non-solicit
undertakings are frequently backed by contractual
penalties, which serve as a deterrent and facilitate
enforcement.

12. How are employees typically incentivised in
venture capital backed companies (e.g. share
options or other equity-based incentives)?

The most frequently seen incentive schemes for
employees in Swiss VC backed companies are share
option plans (for actual equity) or phantom share plans
(for synthetic equity).

Whilst from a corporate law and contractual perspective,
phantom share plans are administratively easier to
implement as no share issuances/transfers and no
adherence to a shareholders' agreement is required,
"hard" equity participation via share options is often
preferable for employees from a tax perspective.
Phantom shares are taxed as salary income at the time of
the realisation of the cash amount and are subject to
ordinary income tax and social security charges.
Therefore, there is no possibility of obtaining a tax-free
capital gain. Employee shares are taxed at grant if they
are acquired below fair market value, resulting in so-
called dry salary income for the employee (also being
subject to social security charges); a later sale, however,
can qualify for a tax-exempt capital gain (generally after a
period of five years; within a five-year period, a partial
tax-exempt capital gain might be possible).

Commercially, the dilution from employee incentive
schemes, including any required increase, is often a key
negotiation point. Investors typically push for these to be
included in the pre-money valuation, ensuring that the
economic impact is borne solely by founders and existing
shareholders. Conversely, founders and existing
shareholders seek to (partially) exclude them to mitigate
their own dilution.

13. What are the most commonly used
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vesting/good and bad leaver provisions that
apply to founders/ senior management in venture
capital backed companies?

(Reverse) vesting schedules for founders/senior
management are a common feature in Swiss VC backed
companies. Vesting schedules often provide for (reverse)
vesting periods of three to five years with monthly or
quarterly vesting after a one-year cliff period and
accelerated vesting in case of an exit transaction (IPO,
change of control or asset sale). The percentage of
founder shares subject to (reverse) vesting is a frequent
point of negotiation, as founders become increasingly
reluctant to accept (new) vesting restrictions in later
financing rounds. Meanwhile, investors often push for
new vesting periods to ensure founders remain
committed throughout their investment period.

Good-/bad-leaver provisions typically refer to “good
cause" (a higher threshold justifying immediate
termination of employment) and/or “justified reason” (a
lower threshold affecting the enforceability of post-
contractual non-compete/non-solicit obligations). These
thresholds determine whether a departing employee
qualifies as a good or bad leaver. Both thresholds are
relatively high, and underperformance on its own — or a
dismissal of an employee due to underperformance -
typically does not justify a bad-leaver case under either
threshold. In terms of purchase price, vested good-leaver
shares are generally subject to a call option at fair market
value or may remain with the employee, while non-vested
shares are callable at nominal value. In a bad-leaver
scenario, however, all shares are usually callable at
nominal value or at a significant discount to fair market
value.

14. What have been the main areas of negotiation
between investors, founders, and the company in
the investment documentation, over the last 24
months?

Over the past 24 months, the Swiss venture capital
market has seen a decline in investment, especially in
seed and early-stage financing (Swiss Venture Capital
Report 2025). This has made fundraising more difficult
for start-ups, leading to a rise in bridge financing through
convertible loans, with valuation caps and discount
mechanisms as key negotiation points between investors
and founders.

For start-ups securing new financing, down-rounds and
their impact on existing shareholders have been a
recurring concern. Discussions have frequently centred
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on anti-dilution protection, including waivers or
renegotiations of these rights.

15. How prevalent is the use of convertible debt
(e.g. convertible loan notes) and advance
subscription agreement/ SAFEs in the
jurisdiction?

In Switzerland, convertible loans are a prevalent
instrument to provide startups with seed or bridge
funding. In contrast, equity or equity-like instruments
such as advance subscription agreements or SAFEs are
not common, as Swiss corporate, accounting, and tax
laws make them tax-inefficient and burdensome to
implement.

Under the revised Swiss corporate law, the requirements
for a conversion of convertible loans into equity have
been clarified and slightly modified beginning of 2023.
While it has been clarified that a loan can be converted
into equity in the full amount even if the company is over-
indebted (i.e., if the loan is not fully covered by assets),
the articles of association, which are publicly available,
must newly reflect the amount of the converted loan, the
name of the shareholder who converted the loan, and the
number of shares issued to the shareholder in exchange
for the converted loan. Many investors prefer to keep their
investment amount and identity confidential. As a result,
we frequently observe alternative loan conversion
mechanisms. However, these typically require the
investor to pay in the nominal amount of the subscribed
shares in addition to the loan amount.

From a Swiss tax perspective, arm's length interest
payments by Swiss borrowing entities would not be
subject to Swiss withholding tax provided that the Swiss
borrowing entity is compliant with Swiss thin
capitalisation rules and receives financing from
maximum 10 non-bank lenders (at same terms) or
maximum 20 non-bank lenders (at different terms).

16. What are the customary terms of convertible
debt (e.g. convertible loan notes) and advance
subscription agreement/ SAFEs in the
jurisdiction and are there standard from
documents?

Swiss convertible loan agreements (CLAs) regularly
provide for an interest rate, a valuation cap and/or
discount (particularly in seed financing), conversion
triggers with mandatory conversion in the event of a
qualified equity financing round or a change of control
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transaction and voluntary conversion at maturity of the
loan, and a subordination clause according to which the
loan (incl. interest) is subordinated towards all current
and future claims of creditors of the borrower but is
ranking pari passu with other unsecured debt (such as
other convertible note holders). The subordination clause
is key in CLAs to avoid over-indebtedness and the
resulting obligation of the startup to file for bankruptcy.
The subordination may only be removed if audited
(interim-) financial statements show that the borrower is
not over-indebted or if the subordination is replaced by
another sufficient subordination.

As a result, subordinated convertible loans are typically
converted into equity at maturity, since repayment of a
subordinated loan is prohibited, and a removal of the
subordination is often not possible. Standard-form Swiss
CLAs are provided by SECA.

17. How prevalent is the use of venture or growth
debt as an alternative or supplement to equity
fundraisings or other debt financing in the last 24
months?

Although there is no reliable data on the use of venture or
growth debt in Switzerland, venture debt financing is less
prevalent in Switzerland, particularly as compared to the
US. Nevertheless, venture debt has become increasingly
popular in the last 24 months as a supplementary or even
alternative (low-dilutive) financing source for startups
with a proven business model, (realistic potential for)
stable revenue streams / cash flows, and therefore debt
servicing capacity.

We have also observed venture debt being used as bridge
financing, typically for short-term liquidity needs. In these
cases, the interest rates are high(er), and financing
mostly comes from lenders outside Switzerland.

18. What are the customary terms of venture or
growth debt in the jurisdiction and are there
standard from documents?

Swiss venture debt agreements typically contain certain
conditions precedent, covenants (e.g., financial
covenants, negative covenants such as negative pledge
undertaking, and information covenants), R&W of the
borrower, an (extensive) list of default events (e.g., breach
of R&W, breach of covenants, default, cross-default,
deteroriation of collateral/creditworthiness, etc.),
collateral provisions (guarantees, sureties, assignment of
receivables and pledges of assets such as bank
accounts, shares, IP-rights, real estate) and an equity
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kicker in the form of subscription rights or warrants for
the venture debt provider. There are currently no standard
form documents available in Switzerland.

19. What are the current market trends for
venture capital in the jurisdiction (including the
exits of venture backed companies) and do you
see this changing in the next year?

Switzerland continued to face challenges in venture
capital activity in 2024, with total investments declining
by 8.5% compared to 2023, following the sharp 34.8%
drop in 2023, according to the Swiss Venture Capital
Report 2025 (Report). The number of financing rounds fell
for the first time since 2012, decreasing by 10.1%. Despite
this, total investment remained comparable to pre-
pandemic levels (2019), with later-stage rounds proving
more resilient, while seed and early-stage funding
declined significantly.

However, the Report indicates that investors surveyed at
the end of 2024 are increasingly optimistic about the next
12 months, with 76% expecting a higher investment
volume, 62% anticipating rising valuations, and 68%
forecasting more exits. Biotech rebounded strongly, with
CHF 739.2 million invested, marking a 50% increase from
2023. Cleantech also saw record activity, while ICT and
fintech continued to struggle, experiencing a sharp
decline in large investment rounds.

The Report also noted that investment distribution

became more geographically diverse, with more cantons
represented in the top 20 funding rounds than in previous
years. While Zurich and Zug saw declines, Vaud, Geneva,
and Bern recorded significant increases, particularly in
biotech, medtech, and cleantech.

Looking ahead, stabilizing interest rates and improving
investor sentiment suggest that venture capital activity
and exits could recover in 2025, though sectoral shifts
favoring deeptech, biotech, and cleantech over ICT and
fintech are expected to continue shaping the investment
landscape.

20. Are any developments anticipated in the next
12 months, including any proposed legislative
reforms that are relevant for venture capital
investor in the jurisdiction?

As discussed under question no. 4, the development
around the introduction of a FDI regime should be
monitored and if enacted, this legislation could influence
cross-border investments and also Switzerland's
attractiveness as business location.

In November 2024, the Federal Council released its draft
law and the accompanying dispatch regarding the
extension of the tax loss carry-forward period from seven
to ten years. The draft law is currently discussed in, and
later needs to be voted on by, the Swiss Federal
Parliament. An extended tax loss carry-forward period
would especially be beneficial for start-ups and early-
stage businesses.
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