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Mistakes of Latin American Companies
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For many Latin American companies, expanding into the U.S. represents a natural step toward a
larger market, business sophistication and access to capital. However, experience shows that
major stumbling blocks are rarely explained by a lack of product, talent or demand. In most
cases, problems arise from operational, legal, and compliance decisions that are made too late:
choosing an inappropriate corporate structure, underestimating the tax burden, ignoring local 1 Business confidence returns to optimistic

labor rules, or assuming that regulation is homogeneous across the country. territory in January and registers its highest

level in 11 months
Unlike other markets, the United States does not operate under a single regulatory framework.

Obligations change significantly depending on the state, industry, and business model, requiring 2 The value of an accreditation

much finer and more coordinated pre-planning. Failure to do so can lead to cost overruns, legal

contingencies, loss of asset protection or even the need to restructure the operation once 3 End of the 3% withholding for Solidarity
activities have already started. Loan: legal obligation that comes to an end

4 Latest RPM: activity gap and medium-term

In this context, Leech Tishman, a full-service commercial law firm with a national reach in the ; S o
inflation in the Central Bank's sights

United States and a practice dedicated to Latin America, shares a practical guide with the most



frequent mistakes that companies in the region make when establishing themselves in the United
States, as well as the critical points that should be anticipated within a soft landing strategy.
understood as a gradual, planned entry aligned with the business objectives of the company and
its shareholders.

Among the most common patterns that hinder or slow down expansion, the following stand out:

e Not incorporating tax advice from the beginning of the process.

Many companies move forward with incorporation and operation in the United States without prior
tax planning, assuming that tax issues can be resolved later. In practice, the initial decisions -
legal structure, country of residence of the partners, income streams, states where they operate
- have tax effects that are difficult and costly to correct once the operation is underway.

e Choosing the corporate structure by speed or "internet recommendation": Deciding between an
LLC and a C-Corporation — and properly defining their governance (operating agreement, bylaws,
cap table) - has direct effects on the ability to attract investment, scale the business, assign
responsibilities and correctly plan the tax burden.

e Confusing "incorporate" with "be ready to go": Forming an LLC or C-Corp is just the starting
point. Operating in the United States involves ongoing compliance with contractual, tax, banking,
insurance, and internal processes. When you don't work from the start with the right equipment,
these steps are often delayed, leading to operational friction and unnecessary costs.

e Enter without local market validation: replicate the LATAM model without adjusting value
proposition, pricing, channels and expectations of the U.S. customer.

e Underestimating taxes and reporting: even "simple" structures can have relevant formal
obligations and the burden changes depending on the type of entity, the activity and the state.

e Ignore the multi-state component: selling or providing services outside of the incorporation
state can trigger additional registrations and new obligations.

e Hiring without putting together a labor compliance basis: Common mistakes include not
properly managing Form I-9 (verification of employment eligibility) and ignoring FLSA base rules
(wage & hour: minimum wage, overtime, and records).

e Be late to the intellectual property strategy: brand, software, content and intangible assets
must be protected in advance. More importantly, get founders, employees, consultants, and
advisors to sign the intellectual property transfer and confidentiality agreements known as CIIA.

e Not preparing the digital operation: in e-commerce and remote services, concepts such as sales
tax nexus and privacy/advertising standards can become reputational and operational risks.
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e Putting together alliances and partners "by word": lack of documentation (agreements with
partners, term sheets, founders agreements, exit clauses) usually leads to disputes and slows
down rounds or commercial expansion.

"The main mistake is to treat expansion as a formality. In the United States, speed without
structure is often expensive: a poorly chosen entity, ignored reports, or poor compliance can slow
down sales, investment, and hiring. A well-designed soft landing reduces uncertainty and allows
you to grow in an orderly manner," said Esteban J. Elias, partner and Head of Latin America
Practice, Leech Tishman.

"Landing" checklist to reduce friction

Leech Tishman accompanies Latin American startups, companies, and investors in corporate and
transactional transactions in the United States, integrating the legal perspective with the business
objective: structure, compliance, contracts, intellectual property, and multi-state expansion, with

agile execution and cultural sensitivity.

As a practical complement, these are some of the topics that should be reviewed before (or in
parallel) at the start of operations:

1. Entry plan and commercial validation (segment, channel, pricing, competition, target state).

2. Tax Structuring: Define from the beginning an appropriate tax structure according to entity,
partners, activity and statuses, to avoid contingencies and subsequent restructuring.

3. Corporate structure aligned with the plan (growth, investment, governance and
responsibilities).

4. Multi-state registration and compliance if the operation exceeds the incorporation status.

5. Employment and Labor Compliance: Document verification, basic internal policies, minimum
wage/overtime, and records.

6. Intellectual property: brand strategy and ownership of intangible assets, before scaling
marketing or rounds. Define contracts.



