Tax treatment of capital
gains in Peru

S SUNAT




Agenda

Direct and indirect disposal
transactions in Peru

The issue of capital gains derived
from transactions between non-
domiciled parties.

What is needed for the tax to
function correctly?




1. Direct and indirect
disposal transactions in
Peru




Legal framework — disposal of shares and/or

participations

Income tax is levied on capital gain. Capital gain is construed as
income derived from the disposal of shares and equity participations of corporations
established or domiciled in Peru (Articles 1 and 2.a of the Income Tax Law (LIR)

2 . Regardless of the nationality or domicile of the parties
0 Plrect to the transactions and the place where
dls.,posal contracts are concluded or fulfilled, the following shall be considered
0 Article 9.h income from a Peruvian source:
a Income Tax h) That derived from the disposal, redemption, or retrieval
of shares and equity participations.../ ...
2 . :
. Also regarded as income from a Peruvian source:
0 Indirect
disposal : ; . ; .
1 Article 10.e income derived from the indirect disposal of shares or equity
participations of legal persons domiciled in the country (under certain
Income Tax .
1 conditions).
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Types of transactions in direct and indirect disposal of

enterprises
TRANSACTORS PAYMENT OF THE TAX
Non-domiciled transferor 1. NON-DOMICILED TRANSFEROR.
Non-domiciled recipient ‘ 2. ISSUING ENTERPRISE — BEARS
(Direct or Indirect) JOINT AND SEVERAL RESPONSIBILITY
Non-domiciled transferor - 1. Withholding agent:
Domiciled recipient DOMICILED RECIPIENT

1. Transferor: Down
payment and regularizes with
annual sworn income tax return (DDJJ)

Both transferor and recipient ‘
domiciled
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2. The issue of capital gains derived
from transactions between non-
domiciled parties.



http://www.google.com.pe/url?url=http://paramitarea.blogspot.com/2011/07/mapa-politico-del-peru-regional-1989.html&amp;rct=j&amp;frm=1&amp;q=&amp;esrc=s&amp;sa=U&amp;ved=0CCUQwW4wCGoVChMI9sPV4Zr8xwIVCx4eCh1H0AYX&amp;usg=AFQjCNGHqLx8HD2KCK6VHcI-dAVtdO3h6w
http://www.google.com.pe/url?url=http://paramitarea.blogspot.com/2011/07/mapa-politico-del-peru-regional-1989.html&amp;rct=j&amp;frm=1&amp;q=&amp;esrc=s&amp;sa=U&amp;ved=0CCUQwW4wCGoVChMI9sPV4Zr8xwIVCx4eCh1H0AYX&amp;usg=AFQjCNGHqLx8HD2KCK6VHcI-dAVtdO3h6w

DIRECT DISPOSAL

NON-COMPLIANCE WITH TAX PAYMENT
NON-DOM. d NON-DOM.
TRANSFEROR RECIPIENT "A"

THE ISSUE:

1) COMPLIANCE-MONITORING
‘ OF THE NON-DOMICILED
PARTY - Actual value and
payment date?

DOM. RECIPIENT B

Withholding
agent

DOMICILED

2) MAKING TAX COLLECTION

Enterprise constituted in Peru VIABLE. Alternative: PARTY
BEARING JOINT AND
Bears joint and several SEVERAL RESPONSIBILITY
responsibility (subject to
conditions)



INDIRECT DISPOSAL

HYPOTHETICAL CASE OF EVASION IN CORPORATE MERGER
AND ACQUISITION TRANSACTIONS - CAPITAL GAINS 02/16/2011

NON-DOM.

. : NON-DOM. RECIPIENT
Holding “Y” has shares in «X» NS e

HOLDING "Y"

Holding “X” shareholder «A» 1

THE ISSUE:

Direct payment by
non-domiciled

party

1) COMPLIANCE-MONITORING OF NON-DOMICILED
PARTY: Actual value and payment date?

2) MAKING TAX COLLECTION VIABLE - PARTY BEARING
JOINT AND SEVERAL RESPONSIBILITY

Enterprise "A"

constituted in Peru 3) VERIFICATION OF TAXABILITY CONDITIONS — SALE IN
SEVERAL PERIODS.

Bears joint and several
responsibility (subject to

b =
R = -

nditions
suNnAT ) SE3E
-1 E
i e



3. What are we doing to
ensure the tax functions
correctly?
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http://www.google.com.pe/url?url=http://www.webquestcreator2.com/majwq/ver/vere/2200&amp;rct=j&amp;frm=1&amp;q=&amp;esrc=s&amp;sa=U&amp;ei=mA7mVOjtHcqdgwSu1YCQCw&amp;ved=0CBsQ9QEwAw&amp;usg=AFQjCNG10m_RXr3tBatDQniBy8O-hqVFWQ
http://www.google.com.pe/url?url=http://www.webquestcreator2.com/majwq/ver/vere/2200&amp;rct=j&amp;frm=1&amp;q=&amp;esrc=s&amp;sa=U&amp;ei=mA7mVOjtHcqdgwSu1YCQCw&amp;ved=0CBsQ9QEwAw&amp;usg=AFQjCNG10m_RXr3tBatDQniBy8O-hqVFWQ

What are we working on?

Identifying the investor: Obligation to register with the TA, possibility of
doing Eol [survey]

Establishing or verifying the tax in a disposal transaction: Presence during
Monitoring, Audit Abroad

Rules on accumulation of transactions (2 or 3 years)

Rules against Treaty Shopping

Making debt collection feasible: Rules governing joint and several
responsibility and Assistance with Collection

Permanent Monitoring and Shares Reporting Rules
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Monitoring of Transactions

Sources of Information:

Reporting of share transfers

SIGEF module - Requests for
certification of capital
invested

Bloomberg

The media, law firm, and
web.

—_

Analysis and
evaluation of the
transaction

Enterprise or project disposed of
Determine transferor and
recipient

Direct and indirect disposal
(income taxed in Peru).
Estimation of the amount of the
transaction and of the tax to be
paid.
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Notifying the operational
staff to ensure
monitoring and
verification of the

transactiggi current

‘ action
(inductive)

\ Subsequent

action (audit

or
verification)




I. Datos de Identificacidn de la Persona Juridica Domiciliada Informante

Namero de RUC:

Razbtn Social:

=20402555551=
1 |

=FADECAR S A =

II. Informacidn del Tipo de Operacidén o Transaccidn

I Emis.én_‘{Truna. Dimctaji Trans. ]ndinaatcﬁ* {Sn:l.l-u:ah:nc'.it‘:lnj\l

Awvuda

Periodo Tributario: l| =02/2013> I

Ne del Apelidos ¥y Membres Pais de N® de walores ) . [a]
D i Documento Razé&n Social residencia mobiliarnos: TR IS U ET D .
1 15961484 Perez Buitron Jowvier Pera z2s Acciones 200.00
|= 20159614842 |FADECAR SA Colombia 0 Participacicnes 10000 50
= i)
(oo rre ]

Erwiar

1. Monthly iniformation using on-line form 1605.

Partner-
ship with
SMV and
BVL (Lima
Stock
Exchange
and
Superin-
tendency)




"Towards a World-Class Service"

Thank you.
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