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Disclaimer

This presentation is meant to provide preliminary information and 
an overview of options for startups considering legal structures 
outside of Peru. No legal, tax, or accounting advice is provided in 
this presentation. Founders and investors should seek direct 
counsel from experts prior to making decisions. A l ist of potential 
resources is provided at the end of this presentation
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Why this is important

Planning poorly and making uninformed decisions early on can 
create friction when speaking to investors, lead to unforeseen 
transaction costs and result in significant tax consequences both 
at intermediate valuation events and at exit 

• Each  founder,  s tar tup  and inves tor  base  i s  d i f fe ren t  and the re  i s  no  one-s i ze  f i t s  a l l  
approach

• Ex i t s  may  lead  to  tax  consequences  down the  road fo r  founders  and loca l  ange l  
inves tors  that  can  vary  depend ing  on  the  natu re  o f  the  ex i t  inc lud ing  any  fu tu re  sa le  
to  a  s t ra teg i c  acqu i re r

• Soph is t i ca ted  in te rnat iona l  inves tors  want  to  inves t  in  s t ruc tu res  w i th  wh ich  they  are  
fami l i a r  and that  may  l im i t  fu tu re  cap i ta l  ga ins  taxes

• Even  at  a  ve ry  ear l y  s tage  fo r  sma l l  rounds  ($50k-$100k)  some lead ing  U.S.-based 
acce le ra tor s  and seed inves tor s  (500Star tups ,  Ind iB io,  Y  Combinator )  have  a  
pre fe rence  or  requ i rement  to  inves t  in  U.S.-based compan ies

• Founders  may want  to  seek  cap i ta l  f rom ange l  inves tor s  ou ts ide  o f  Pe ru

• Adverse  tax  imp l i ca t ions  loca l l y  fo r  Pe ru-based employees  w i th  s tock  opt ions  in  the  
loca l  en t i ty



When this is important

• As  ear l y  as  poss ib le ,  bu t  on ly  a f te r  ou t l i n ing  fu tu re  s t ra tegy  and f inanc ing  opt ions

• Af te r  s ta r tup  has  enough money  to  pay  fo r  se t-up  cos ts  fo r  an  in te rnat iona l  ho ld ing  
company  s t ruc tu re

• Before  accept ing  cap i ta l  f rom loca l  sources  who migh t  be  a f fec ted  adverse ly  by  fu tu re  
rounds  and res t ruc tu r ing  due  to  loca l  tax  ru les

• Pr io r  to  a  round o f  f inanc ing  f rom a fo re ign  acce le ra tor  o r  ven tu re  cap i ta l  fund



Start by asking six key questions

US,  UK,  Mexico,  Brazi l

$250k-$500k vs.  >$1.5M

U.S. ,  Lat in Amer ica,  Non-U.S.  
Internat ional ,  Peru-only

US,  UK,  Spain,  Mexico,  other

IPO vs.  Strategic  Sale

Venture Capital ,  Angel  Investors,  
Accelerators,  Corporate Venture

OptionsQuestions

• How much  are  you  seek ing  to  ra i se?

• Where  do  you  expect  to  ra i se?

• What  i s  the  pro f i l e  o f  inves tors?

• Where  do  you  fo resee  fu tu re  growth  and 
operat ions?

• Where  do  you  see  yourse l f  ge t t ing  so ld  
and who do you  see  as  l i ke ly  buyers?

• What  i s  l i ke ly  ex i t  path?



Start by asking six key questions

• How much  are  you  seek ing  to  ra i se?

• Where  do  you  expect  to  ra i se?

• What  i s  the  pro f i l e  o f  inves tors?

• Where  do  you  fo resee  fu tu re  growth  and 
operat ions?

• Where  do you  see  yourse l f  ge t t ing  so ld  
and who do you  see  as  l i ke ly  buyers?

• What  i s  l i ke ly  ex i t  path?

Capital  gains taxes

Setup and maintenance costs

Potent ial  exit  scenar io,  Income taxes

Capital  gains taxes

Capital  gains taxes,  Transact ion 
costs

Capital  gains taxes,  Annual  f i l ing 
requirements

Questions Considerat ions



We will look at a typical fact pattern

• A l ready  ra i sed  equ iva len t  o f  US$500k  to  
US$1M loca l l y  f rom ange l  inves tors

• Seek ing  fu tu re  f inanc ing  f rom in te rnat iona l  
ven tu re  fund w i th  reg iona l  focus

• Lat in  Amer i ca  expans ion  s t ra tegy

• Poten t ia l  ex i t  to  in te rnat iona l  tech  
company

Startup Prof i le

Peru
OpCo

Hold
Co

$

$

LatAm
Buyer



Considerations for setting up a holding company

OpCo

US C Corp
+ Pre fe r red  by  some U.S.-based ven tu re  cap i ta l  funds ,  

ange l  inves tor s ,  and requ i red  by  Y  Combinator
+ Idea l  fo r  U.S.  IPO or  sa le  to  U.S.  s t ra teg i c  acqu i re r
- Res t ruc tu r ing  to  a  U.S.  C  Corp  t r igge rs  a  taxab le  

event  loca l l y
- Ex i t  a t  l oca l  OpCo leve l  w i l l  l ead  to  doub le  taxat ion
- May prevent  subsequent  inves tment  by  ven tu re  

cap i ta l funds  w i th  exper ience  inves t ing  ou ts ide  U.S.

+ Avo ids  poten t ia l  doub le  taxat ion at  ex i t
+ Opt ion  fo r  s ta r tups  not  p lann ing  to  en te r  U.S.  marke t  

o r  w i th  m in ima l  U.S.  expans ion  s t ra tegy
+ Path  o f  l eas t  res i s tance  i s  to  se tup the  U.S.-based LLC  

as  the  in te rmed ia te  en t i ty  f i r s t  as  a  “ha l fway  house”
- Unfami l i a r  fo r  some ange l  and seed who typ i ca l l y  

inves t  in  U.S.  C  Corps
- Add i t iona l  expense  o f  h i r ing  in te rnat iona l  account ing  

f i rm fo r  f i l i ng  requ i rements  
- Add i t iona l  t ime  needed to  he lp  ange l  and seed 

inves tors  w i th  annua l  paperwork  and f i l i ngs

Structure Options Considerat ions

OpCo

International 
HoldCo

1.

2.
Intermediate

LLC
(optional)



Potential holding company structure for local Peru startup

Intermediate
LLC

OpCo OpCo OpCo

International
HoldCo

• Separate  subs id ia r ie s   “ r ing  
fence”  l i ab i l i t i e s  (ex .  l abor )  in  
each  ju r i sd i c t ion

• Not  a lways  necessary

• In te rmed ia te  LLC  i s  seen  as  
Ho ldCo for  Pe ruv ian  tax  
purposes

• In te rnat iona l  Ho ldCo that  
i s sues  shares  and opt ions

• Treated  as  par tne rsh ip  (LLC)  
fo r  U.S.-based inves tor s  i f  a  tax  
e lec t ion  i s  made

• Can i s sue  pre fe r red  shares  to  
ven tu re  cap i ta l inves tors

• Cayman Is lands ,  
BVI ,  UK

• Peru ,  Co lombia
• Mex ico,  Ch i l e ,  e tc .  

• De laware ,  I re land

Structure Domici le Considerat ions



Options for international holding company

• Cayman Is lands  and BVI  are  tax  neu t ra l ,  po l i t i ca l l y  and economica l l y  s tab le ,  
and have  f l ex ib le  and modern  corporate  reg imes  

• Treated  s im i la r  to  De laware  LLC  i f  appropr ia te  U.S.  tax  e lec t ions  are  made  
• Cayman Is lands  counse l  typ i ca l l y  work  a longs ide  U.S.  l awyers  who take  the  lead  

in  d ra f t ing  f inanc ing  documents
• Major i ty  o f  o f fshore  inves tment  funds  are  domic i l ed  in  the  Cayman Is lands
• Venture  cap i ta l  i nves tors  inves t ing  in  Lat in  Amer i ca  ( inc lud ing  U.S.-based 

inves tors )  a re  fami l i a r  and comfor tab le  w i th  these  s t ruc tu res
• Some European  and Mex ican  inves tor s  cannot  inves t  in  Cayman Is lands  or  BVI  

Ho ldCos

Car ibbean:

United Kingdom:

• UK i s  tax  neu t ra l ,  po l i t i ca l l y  and economica l l y  s tab le ,  and has  a  f l ex ib le  and 
modern  corporate  reg ime1

• Fewer  examples  l eads  to  l e ss  e f f i c i ency  and poten t ia l l y  h igher  operat ing  cos ts
• Can be  more  cumbersome for  s tock  opt ions
• Peru  has  tax  t reaty  in  d i scuss ion  w i th  Un i ted  K ingdom 
• Loca l  UK inves tor s  have  tax  incen t i ves  to  inves t  in  ear l y  s tage  bus inesses
• UK avo ids  “ tax  haven”  i s sues

1 .  Due  t o  t h e  Subs t an t i a l  S h a r eho l de r  E x emp t i on ,  a n  e x i t  a t  t h e  OpCo l e v e l  i s  n o t  s ub j e c t  t o  t a x  i n  t h e  UK .  The  
Pa r t i c i p a t i on  E x emp t i on  r e s u l t s  i n  n o  w i t h ho l d i n g  t a x  on  a  d i v i d end  pa i d  ou t  a f t e r  a n  e x i t  a t  t h e  OpCo l e v e l .



Consider costs of setup and operations

One-t ime legal  set-up costs:

US$15k - US$30k +

Annual  legal  operat ing costs  for  tax advisors:

US$5k
US$1k - US$2k

Cayman Is lands  
Ho ldCo:

De laware  LLC:

• Cos t  var ies  w ide ly  depend ing  on  cap tab le  and complex i ty  o f  
f inanc ing  documents

• Process  takes  up  to  one  month  and inc ludes  Know your  
Cus tomer  (KYC)  requ i rements

Cayman Is lands  
Ho ldCo:



International venture capital firms are familiar with Cayman 
Islands HoldCo structure

Venture capital  funds with portfol io  companies that  use Cayman Is lands holding 
company structures:



Peru OpCo will go through a process to “flip” entity up to 
international structure

LLC

Peru OpCo

HoldCo

Delayed f l ip process

1. “F l ip ”  up  to  De laware  LLC ,  
by  shareho lde rs  in  Pe ru  
OpCo cont r ibu t ing  OpCo
shares  to  LLC  and 
rece iv ing  LLC  quotas  in  
exchange

2.

• F l ip  a t  a  lower  va lue  than  the  
acqu i s i t i on  cos t  to  avo id  
taxab le  event  fo r  loca l  
inves tors

• Set-up  pr io r  to  in te rnat iona l  
inves tment  

• Add share  opt ions  a t  Ho ldCo leve l

Add Cayman Ho ldCo
and quotaho lde rs in  
LLC  exchange  quotas  
fo r  shares  in  Cayman 
Ho ldCo



Peru OpCo will go through a process to “flip” entity up to 
international structure

LLC

Peru OpCo

HoldCo

One-step f l ip process

1b. HoldCo forms LLC and LLC 
subscr ibes  fo r  shares  in  
Pe ru  OpCo

1a.

• High  se tup and ma in tenance  
cos ts

• Tax  cons ide rat ions  may  de te rm ine  how 
Peru  OpCo cont r ibu tes  shares

• In te rmed ia te  LLC  i s  seen  as  Ho ldCo
for  Pe ru  tax  purposes

Se tup Cayman 
Ho ldCo



Applicable tax rate depends on investor profile and domicile 
of startup at time of transaction

• 5%

Shareholder Prof i le Tax rate on Sale or Fl ip

• Founder
• Ange l  inves tor

Individual
Domiciled 
in Peru

Startups
Domiciled in Peru

International
HoldCos

• 29.5%• Company
Company
Domiciled 
in Peru

• 29.5%

• 30%
• 5% i f  fo r  l i s t ings  

on  loca l  s tock  
marke t

• Ange l  inves tor
• Fund
• Company

Foreign 
Investor

• 0%

• 30% 
• 5% for  ind i rec t  

t rans fe r  o f  Pe ruv ian  
shares 2

2 .  S ee  page  16 .



Tax considerations for founders and local Peruvian investors

• T im ing i s  key  and the  dec i s ion  when to  f l i p  i s  o f ten  a  loca l  tax  ques t ion

• Exchang ing  shares  in  Pe ru  OpCo for  in te res ts  in  a  De laware  LLC  ( the  “ f l i p ” )  cou ld  be  
cons ide red  taxab le  i f  the  “ f l i p ”  va lue  i s  h igher  than  the  acqu i s i t i on  cos t

• The  f l i p  c reates  a  loca l  tax  event  fo r  shareho lde rs  domic i l ed  in  Pe ru  cons ide red as  a  
cap i ta l  ga in  and w i l l  be  ca l cu la ted  based on  the  d i f fe rence  be tween va luat ion  a t  t ime  o f  
inves tment  and a t  t ime  o f  f l i p

• The  app l i cab le  va luat ion  method as  we l l  as  the  s tage  and h i s to r i ca l  pe r fo rmance  o f  the  
s tar tup  impact  whether  taxes  w i l l  be  pa id  a t  the  t ime  o f  the  f l i p  

• For  tax  purposes ,  va luat ion  a t  t ime  o f  f l i p  i s  ca l cu la ted  based on  marke t  va lue ,  wh ich  
cou ld  be  based on  t rans fe r  va lue  (va luat ion  o f  p rev ious  rounds)  o r  ne t  book  va lue  

• Peruv ian  founders  and ange l  inves tor s  inves t ing  in  a  Pe ru  OpCo pay  5% cap i ta l  ga ins  tax  
on  sa le  o r  f l i p  o f  s tar tup

• The  f l i p  va lue  i s  the  cos t  o f  the  De laware  quotas ,  wh ich  i s  the  new tax  cos t  o f  the  
inves tment  and w i l l  be  the  tax  cos t  in  a  fu tu re  ex i t

• F l ips  are  compl i ca ted  when  the re  are  ex i s t ing  conver t ib le  debt  o r  s tock  opt ions ,  so  i t  
cou ld  be  be t te r  to  conver t  and then  f l i p  o r  rep lace  the  cu r ren t  s t ruc tu re  and c reate  
anothe r  one



Tax considerations for founders and local Peruvian investors

• The  ex i t  f rom the  De laware  LLC  fo r  Pe ruv ian  founders  o r  Pe ruv ian  inves tor s  cou ld  be  
taxed in  two ways :  

i . Fore ign  income as  d i rec t  t rans fe r  o f  fo re ign  shares  (30%)
i i . Pe ruv ian  income as  an  ind i rec t  t rans fe r  o f  Pe ruv ian  shares  (5%) i f  bo th :  

a . In  the  las t  twe lve  months ,  the  marke t  va lue  o f  the  shares  o f  Pe ru  OpCo sha l l  
be  equ iva len t  to  50% or  more  o f  the  marke t  va lue  o f  a l l  shares  o r  
par t i c ipat ions  that  represen t  the  soc ia l  cap i ta l  o f  De laware  LLC  (50% 
cr i te r i a ) ,  and;  

b . In  any  pe r iod  o f  12 months  shares  that  represen t  10% or  more  o f  the  soc ia l  
cap i ta l  o f  De laware  LLC  are  acqu i red  (10% cr i te r i a ) .  

• The  Peruv ian  ind i rec t  t rans fe r  reg ime wi l l  mos t  l i ke ly  app ly  to  Pe ruv ian  founders
• Peru  OpCo is  taxed a t  the  Pe ruv ian  corporate  income tax  ra te  (29.5%) 

• Trans fe r s  o f  income f rom a Pe ru  OpCo to  a  De laware  LLC  w i l l  be  cons ide red  d iv idends  
and taxed a  d iv idend tax  (5%),  subsequent ly  the  Pe ruv ian  shareho lde rs  who repat r ia te  
the  funds  w i l l  be  taxed at  the  fo re ign  income ra te  (30%),  essen t ia l l y  a  doub le  taxat ion

• Var ious  pend ing Pe ru  tax  t reaty  proposa l s  ex i s t ,  i nc lud ing  d i scuss ions  w i th  the  Un i ted  
K ingdom,  wh ich  cou ld  a f fec t  l oca l  tax  t reatment  



Intellectual Property considerations

i . Research  and deve lopment  agreement  be tween 
OpCos/Ho ldCos in  d i f fe ren t  count r ie s :  
• Teams in  both  compan ies  work  on  the  IP  

and product  o f  the  bus iness
• One company  must  own the  IP,  the  o the r  

ass igns  i t s  IP  ove r
i i . IP  l i cense  agreement  fo r  cus tomers  

• One company  owns  the  IP  and then  
l i censes  the  r igh ts  to  i t  to  the  o the r  
company  fo r  loca l  con t rac ts / revenue

i i i . Trans fe r  p r i c ing  ru les
• Necessary  fo r  account ing  purposes

iv . Shared admin i s t ra t i ve  se rv i ces  agreement  so  
that  the  teams funct ion ing  in  each  company  can  
share  the  cos ts  o f  account ing ,  human resources  
and o the r  company-wide  se rv i ces

Subsequent  to  the  In te rnat iona l  Ho ldCo “ f l i p ”  p rocess ,  i t  i s  impor tan t  to  take  s teps  to  es tab l i sh  
an  in te l l e c tua l  p roper ty  ( IP)  s t ruc tu re  a l igned w i th  the  bus iness  p lan  and fu tu re  ex i t  s t ra tegy.  
Mos t  inves tor  r igh ts  agreements  have  prov i s ions  that  res t r i c t  t rans fe r s  o f  IP  to  Ho ldCo.

Location of IP Legal Documentation

• U.S.-based cos tumers
• B igges t  revenue  growth  

oppor tun i t i e s  in  U.S.
• Revenue  taxed in  U.S. 3

U.S. 

Where?

• Deve lopment  team in  Pe ru
• Revenue  generated  in  Pe ru  

or  genera l l y  ou ts ide  U.S.
• B igges t  commerc ia l  

oppor tun i t i e s  in  Lat in  
Amer i ca  o r  ou ts ide  U.S.

Peru

Why?

3 .  Impo r t an t  c h ange s  i n  U . S .  c o r po r a t e  t a x  r a t e s  s h ou l d  be  t a k en  i n t o  a c c oun t .    



Next steps

• Present  repor t  to  g roups  o f  en t repreneurs  in  Pe ru

• Present  repor t  to  ange l  inves tor  ne tworks  in  Pe ru

• Share  w i th  broad ly  w i th  s tar tup  ecosys tem in  Pe ru

• Fac i l i t a te  in t roduct ions  w i th  loca l  and fo re ign  counse l

• Ta lk  to  Pe ru  government  (PRODUCE,  Innovate )

• Make  po l i cy  recommendat ions  to  tax  au thor i t i e s  



Additional questions and answers

• Why i s  Cayman Ho ldCo necessary  why  not  jus t  De laware  LLC? Para í so  f i s ca l  i s sues  fo r  Pe ru  tax  
sc ru t iny?  New share  i s suance? Stock  opt ions?  P re fe r red  shares?  Par íaso f i s ca l  and s tock  
opt ions .  For  a  De laware  LLC ,  a l l  i nves tor s  rece ive  K-1 ' s  and must  f i l e  U.S.  tax  re tu rns .  Mos t  
fund w i l l  no t  inves t  d i rec t l y  in to  a  De laware  LLC  fo r  tax  reasons .  

• Are  Pe ru  inves tors  taxed a t  l i qu id i ty  event  o r  in te rmed iary  events  l i ke  the  “ f l i p ”?  Poten t ia l l y,  
yes .

• What  i s  the  tax  event  on  the  “ f l i p ”  o r  on  a  subsequent  round fo r  loca l  inves tors?  5% I f  the  
“ f l i p ”  happens  a t  a  h igher  va luat ion  than  the  loca l  ange l  round.  A re  inves tors  requ i red  to  pay  
5% tax  even  when the re  are  no  proceeds?  Yes .

• Tax  ca l cu la ted  based on  ne t  book  va lue  or  va luat ion  o f  l a tes t  round? Both  can  be  jus t i f i ed .  
Ear l y  s tage  s tar tups  may  have  negat i ve  ne t  book  va lue ,  wh ich  can  avo id  a  tax  event  a t  t ime  o f  
the  “ f l i p ”.  The  f l i p  va lue  has  to  be  a t  l eas t  the  book  va lue  (on  the  bas i s  that  Pe ru  Opco i s  not  
economica l l y  re la ted  to  LLC  and Ho ldco,  fo r  example  th rough  30% of  shareho lde rs ,  managers ,  
among o the rs ) .  The  tax  i s  ca l cu la ted  us ing  the  d i f fe rence  be tween the  f l i p  va lue  and the  
acqu i s i t i on  cos t .  

• On one  hand i t  wou ld  seem be t te r  to  wa i t  fo r  a  h igher  va luat ion  in  o rde r  to  on ly  pay  5% tax  
and not  30% fore ign ,  bu t  on  the  o the r  hand the re  w i l l  be  cash  taxes  fo r  a  non-cash  t ransac t ion .  
Yes ,  en t repreneurs  and inves tor s  shou ld  we igh  the  bene f i t s  o f  max im iz ing  the  cap i ta l  ga ins  that  
a re  charged that  5% rate .

• What  are  tax  consequences  o f  se t t ing  up o the r  loca l  (Mex ico,  Ch i l e )  OpCos be low Peru  OpCo
ins tead o f  d i rec t l y  be low Ho ldCo? For  Pe ruv ian  tax  purposes ,  the  cap i ta l  con t r ibu t ion  to  OpCo is  
a  neu t ra l  tax  event .

• I f  s ign i f i can t  operat ions  w i l l  be  in  US and sa le  w i l l  be  to  US Corp,  then  i s  C  Corp  bes t  opt ion?  
L ike ly,  yes .

• How are  shares  “ con t r ibu ted”?  Wi th  two shareho lde rs  a t  each  leve l  ( i e .  99% and 1%).
• In te l l e c tua l  p roper ty  cons ide rat ions .  A t  wh ich  leve l  a re  they  bes t  p ro tec ted  (Ho ldco,  OpCo)?  

Usua l l y  OK  to  s tar t  w i th  OpCo and e i the r  l eave  the re  i f  the re  i s  good pro tec t ion  or  move  to  an  
IP  Ho ldCo.
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2 . Three  s t ruc tu r ing  opt ions  fo r  reorgan i z ing  your  Lat in  Amer i ca  s tar tup  in  the  U.S.,  Jason  
Stark  
• ht tp : / /pu l sosoc ia l . com/2014/10/21/ t res -opc iones-de-es t ruc tu rac ion -para-

reorgan i zar - tu -s tar tup-en- los -es tados-un idos/

3 . How to  St ruc tu re  Your  Company  fo r  VC  F inanc ing ,  Andy  Mat tson  & Chr i s t ine  Ba l l a rd
• ht tps : / /v imeo.com/226964535



Identified local counsel by jurisdiction

• Bar r ios  &  Fuentes
• Hernandez  &  C ia
• Lazo,  de  Romaña & Gag l iu f f i
• Montezuma & Por to
• Rebaza,  A l cázar & De  Las  Casas

Peru

U.S.

Cayman Islands

• Fo ley & Lardner
• Gunderson  Det tmer
• K&L Gates
• Moss  Adams
• Pr iva te Adv i s ing Group

• Campbe l l s
• Carey  O lsen
• Maples  and Ca lde r
• Walke rs



Contributors

• A lexandra  Orbezo,  Rebaza,  A l cázar  &  
De  Las  Casas

• A lvaro  A rubu lu ,  EY

• Andrés  G ju r inov i c ,  Rebaza,  A l cázar  &  
De  Las  Casas

• Andrew Mattson ,  Moss  Adams

• Cour tney  McCo lgan ,  Runa

• Dan Green ,  Gunderson  Det tmer

• Debb ie  Ja f fe ,  Endeavor

• Diego O lcese ,  C rehana

• Er i c  Save ,  K&L Gates

• Greg M i tche l l ,  Ange l  Ven tu res

• John  W.  Rockwe l l ,  Fo ley  &  Lardner

• Jose  M igue l  Por to,  Montezuma & Por to

• Nicho las  Pat tman,  Walke rs

• Pat r i ck  Wakeham,  Apurata

• Pedro  Ca l l i rgos ,  Mesa247

• Sof ía Yagüe ,  P r i va te  Adv i s ing  Group


