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What is a
Reverse Flip?



What is a Reverse Flip?

Definition:  A reverse flip (re-domiciliation) is the process by which an Indian startup's offshore holding company 
incorporated in Delaware, Singapore, Cayman Islands, or Mauritius is migrated back to India, making an Indian entity the 
consolidated parent of the group.

Why Founders Are Choosing to Come Back

IPO Readiness

SEBI requires the listing entity to be 
Indian-incorporated. Founders targeting 
NSE, BSE, or GIFT City listings must 
domicile in India before filing a DRHP.

Indian Institutional Capital

Domestic AIFs and large family offices now 
write significant cheques many have 
FEMA-linked mandates restricting 
investment into foreign entities.

POEM Risk Mitigation

If the Place of Effective Management is 
India, the offshore entity becomes an 
Indian tax resident. A flip eliminates the 
POEM uncertainty entirely.

Cost & Compliance Savings

Dual-entity structures require parallel audits, transfer pricing studies, 
FEMA filings, and compliance across two jurisdictions elimination is 
material cost saving.

Government Incentives

PLI scheme eligibility, DPIIT startup benefits (80-IAC), and 
government procurement preferences are available only to Indian-
incorporated entities.



Is a Reverse Flip
Right for You?



Is a Reverse Flip Right for You? Readiness Assessment

Question If YES → If NO →

Is 90%+ of your revenue, operations, or 
customers in India?

Strong candidate economic substance is 
already Indian

Evaluate whether the offshore structure still 
serves a purpose

Are you planning an IPO in India in the next 
3–5 years?

Flip is essential SEBI listing norms require 
Indian incorporation

Still worth evaluating for tax efficiency and 
operational simplicity

Is there material offshore IP, contracts, or 
international business?

Complexity increases value the IP carefully; 
consider partial flip or IP migration first

Simplifies the flip significantly fewer 
moving parts

Do key investors have FEMA restrictions or 
RBI approval requirements?

Map out consents early this is often the 
longest-lead-time item

Investor process is straightforward

Is your ESOP pool primarily held by Indian 
resident employees?

Indian ESOP plan post-flip is cleaner less 
FEMA complexity for employees

Foreign ESOP holders require additional 
FEMA structuring
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Offshore vs. India Key Decision Factors

Factor Offshore Structure India HoldCo

Investor Access Global VCs, US/Singapore funds comfortable Indian AIFs, FPIs, strategic investors; global funds 
can invest via FVCI/FDI route

Listing Readiness Cannot list on NSE/BSE directly Fully eligible for NSE, BSE, SME, GIFT IFSC exchange

Tax on Founder Exit US/Singapore capital gains + potential Indian 
indirect transfer tax (Sec 9)

Indian capital gains tax (10–20%); LTCG exemption 
for listed securities

ESOP Complexity FEMA compliance required for Indian employees; 
RBI approval may be needed

Clean Indian ESOP; straightforward for resident 
employees

Government Incentives Excluded from PLI, DPIIT registration, government 
procurement

Full access to PLI, 80-IAC, DPIIT startup status, 
Make in India benefits

Annual Compliance Cost Dual-jurisdiction audits + transfer pricing + FEMA 
filings: ₹30-60L/year

Single-jurisdiction compliance: ₹10–25L/year; 
significant savings post-flip

Brand & Perception Neutral to positive for global customers; domestic 
optics increasingly mixed

Strongly positive for Indian institutional buyers, 
government, and B2B customers
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Legal Mechanics Three Routes to the Flip

01 Cross-Border Merger

Legal Basis
Companies Act §234 + NCLT

Ideal For
Companies with clean cap tables and aligned 
investors

Process
File scheme with NCLT → RBI approval → Court 
order → merged entity survives in India

Timeline
9–18 months

Tax Treatment
Section 47 tax neutrality available if conditions 
met

Most legally clean; eliminates offshore entity; 
preferred for IPO-track companies

02 Share Swap / Share 
Exchange

Legal Basis

FEMA + Income Tax Act

Ideal For

Smaller companies or early-stage flips; 
complex cap tables

Process
Offshore shareholders swap shares for Indian 
HoldCo shares → offshore becomes subsidiary 
or wound down
Timeline

4–9 months

Tax Treatment

Section 47(viab) no capital gains for qualifying 
swaps; arm's-length valuation required

Faster than NCLT merger; offshore entity may be 
retained temporarily

03 Liquidation + Asset Transfer

Legal Basis

Local liquidation law + Companies Act

Ideal For

Simple structures with few assets; offshore 
entity has no active investors

Process
Offshore entity liquidated → assets/IP 
distributed to Indian company → offshore 
wound up
Timeline
3–6 months

Tax Treatment

Potential capital gains on asset transfer; IP 
valuation critical

Fastest route but may trigger more tax; best for 
early-stage companies
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Tax Implications Key Triggers and Rates

Tax Trigger Who is Affected Rate / Exposure Mitigation

Capital Gains on Share 
Swap

All shareholders Section 47(viab): Tax-neutral if 
conditions met

Structure as qualifying share exchange; 
get TP valuation

Indirect Transfer Tax 
(Section 9)

Non-resident 
shareholders

Taxable if ≥50% value derived 
from Indian assets

Pre-flip assessment; DTAA treaty 
protection where applicable

ESOP Perquisite Tax Employee ESOP holders Taxable as perquisite on 
exercise: slab rate (up to 30%)

Restructure to Indian ESOP plan post-
flip; DPIIT startup deferral available

IP Transfer / Royalty Entity holding offshore IP TP-based arm's-length value; 
potential withholding tax

IP migration study; advance pricing 
agreement with tax authority

POEM-based Taxation Offshore holding 
company

Global income taxable in India at 
40%+ if POEM established

Flip eliminates POEM risk entirely 
decisive advantage of re-domiciliation

Section 56(2)(x) Gift Tax Indian company receiving 
assets

Fair market value shortfall 
taxable as income if inadequate 
consideration

Ensure arm's-length consideration; get 
independent valuation

POEM Insight: With the entire management team India-based, virtually 
every Indian-operated company with a foreign holding company faces 
POEM risk. A flip eliminates this permanently.

ESOP Insight: Post-DPIIT startup registration, qualified employees can 
defer ESOP perquisite tax to the earlier of: (i) 5 years from exercise, (ii) exit, 
or (iii) sale of securities.
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Execution Roadmap Six-Phase Process

01 Diagnostic & Structuring

4–8 wks

Cap table audit · POEM assessment · Tax 
exposure mapping · Route selection

02 Board & Investor Approvals

6–10 wks

Board resolutions · Investor consent letters · 
SHA review · Waiver of rights

03 Regulatory Filings

8–16 wks

NCLT petition (if merger) · RBI/FEMA filings · 
MCA filings · Tax authority notifications

04 Execution & Asset Migration

4–8 wks

Share issuance/cancellation · Contract 
novation · IP transfer · Bank account 
restructuring

05 ESOP Restructuring

4–6 wks

New Indian ESOP plan adoption · Employee 
communications · Option conversion or 
buyout

06 Post-Flip Compliance

4–8 wks

DPIIT registration · Updated statutory registers 
· First-year audit · Offshore entity wind-down



Execution Roadmap Timelines and Cost Benchmarks

Indicative Timeline by Route

Route Diagnostic Approvals & Filings Execution Total

Cross-Border Merger (NCLT) 4–8 weeks 16–32 weeks 4–8 weeks 9–18 months

Share Swap 4–6 weeks 8–16 weeks 4–8 weeks 4–9 months

Liquidation + Asset Transfer 2–4 weeks 4–8 weeks 4–8 weeks 3–6 months

Cost Benchmarks (Professional Fees)

Work Stream Indicative Range Key Drivers

Legal (NCLT / documentation) ₹15–60 lakhs Route chosen; NCLT vs non-NCLT; cap table complexity

Tax Advisory & TP Study ₹8–25 lakhs IP value; number of tax jurisdictions; ESOP complexity

Regulatory & FEMA Filings ₹3–10 lakhs Number of investors; overseas jurisdiction requirements

Total (approximate) ₹25–95 lakhs Savings from eliminating dual-jurisdiction costs typically recover 
in 2–3 years
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Risk Register Key Risks and Mitigation Strategies

Risk Severity Mitigation Strategy

NCLT / regulatory timeline overrun HIGH Parallel-track investor communication; maintain bridge financing; build 
4-month buffer in plan

Investor consent bottleneck HIGH Map all consent rights pre-flip; engage top investors early (90+ days 
ahead of flip); prepare clear investor memo

Unexpected tax liability (capital gains or gift 
tax)

HIGH Comprehensive pre-flip tax opinion from Big4 or specialist firm; advance 
ruling from tax authority where high-stakes

ESOP valuation dispute or employee 
dissatisfaction

MEDIUM Registered valuer for ESOP conversion; employee Q&A sessions; written 
FAQs; independent employee counsel option

Contract continuity customers and vendors MEDIUM Legal review of change-of-control clauses; proactive novation process; 
customer communication plan with 90-day notice

Foreign jurisdiction regulatory requirements MEDIUM Engage local counsel in each jurisdiction early; budget for offshore legal 
fees; confirm company law requirements for outbound merger

Business disruption during transition LOW Dedicate internal project manager; separate flip workstream from day-
to-day operations; target off-season if possible



Risk Register Investor Communication Principles

01 Communicate Early

Begin investor outreach no later than 90 days before the target flip 
date. Surprises create resistance early engagement builds alignment 
and allows time to address concerns properly.

02 Prepare a Clear Memo

Provide investors with a written information memorandum covering: the 
rationale for the flip, the chosen legal route, the tax analysis for their 
specific share class, and the expected timeline.

03 Address FEMA and Repatriation Concerns First

Many offshore investors have specific concerns about their ability to 
repatriate proceeds post-flip. Provide a FEMA compliance roadmap and 
RBI approval timeline upfront.

04 Segment Your Investor Base

Different investor classes (angels, VCs, strategic, ESOP holders) have 
different concerns. Prepare tailored communication and analysis for 
each group rather than a one-size-fits-all approach.

05 Manage Dissenting Shareholders

Identify potential dissenters early and engage directly. Where required 
under the scheme, ensure fair exit mechanisms are available and clearly 
communicated.

06 Document Everything

Keep detailed records of all consents, waivers, board resolutions, and 
shareholder communications. This documentation is critical for RBI 
filings, NCLT proceedings, and future due diligence.
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Case Study 1 B2B SaaS: Delaware → India (Share Swap)

Company Profile B2B SaaS company, Delaware C-Corp holding company, Indian subsidiary as operating entity; $8M Series A 
raised from US VC; all customers in India; targeting DPIIT startup benefits and Indian institutional fundraise

Trigger for Flip Series B term sheet from a domestic AIF required an Indian HoldCo; simultaneously POEM risk was 
identified in tax review US entity had never had any US-based employees or operations

Route Chosen Share swap under Section 47(viab): Delaware C-Corp shareholders exchanged all shares for Indian HoldCo 
shares; Delaware entity became 100% wholly-owned subsidiary of Indian HoldCo; no NCLT required

Key Outcomes Series B closed at 20% valuation premium from domestic AIF; POEM risk eliminated; DPIIT startup 
recognition received within 30 days; employees able to access 80-IAC deduction benefit

Key Challenge US VC required 45 days of legal review on the share swap terms and FEMA repatriation analysis started 
engagement late and caused near-miss on Series B timeline

Key Lesson: Engage your largest investor at least 90 days before the targeted flip date. Their legal review timeline, not yours, will define the critical 
path.



Case Study 2 Consumer D2C Brand: Singapore → India 
(Cross-Border Merger)

Company Profile Consumer electronics D2C brand, Singapore holding company, manufacturing in India, targeting PLI scheme 
for electronics; revenue entirely from India

Trigger for Flip PLI scheme application required Indian-incorporated applicant; company also faced significant POEM risk 
given entire management was India-based

Route Chosen Inbound cross-border merger under Section 234: Singapore company merged into Indian subsidiary with 
NCLT approval; scheme took approximately 9 months to complete

Key Outcomes PLI application submitted within 3 months of flip completion; POEM risk eliminated with formal legal opinion; 
share exchange received tax-neutral treatment under Section 47

Key Challenge NCLT timeline was 9 months needed careful investor communication and bridge financing to manage the 
gap

Key Lesson: Post-flip, both companies applied for DPIIT startup recognition within 6 weeks unlocking the 80-IAC three-year profit deduction. This 
should be the first action on every founder's post-flip checklist.
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How Treelife Can Help

Treelife is a full-service legal, finance, and compliance firm specialising in high-growth startups and founder-led businesses.

Feasibility & Structuring

End-to-end assessment of your specific 
situation cap table, POEM risk, indirect 
transfer exposure, ESOP complexity, and 
recommendations on the optimal route.

Tax Planning & Opinions

Comprehensive Indian tax analysis 
covering company-level and shareholder-
level implications; TP study for IP and 
intercompany transactions; advance ruling 
support.

Legal Drafting & Filing

NCLT petitions, scheme of merger 
documentation, share swap agreements, 
board and shareholder resolutions, 
RBI/FEMA filings all prepared and filed by 
our legal team.

ESOP Restructuring

Audit of existing ESOP plan, design of new 
Indian ESOP plan, employee 
communication support, board approval 
documentation, and DPIIT-compliant plan 
implementation.

Investor Communication

Preparation of investor information 
memorandum; legal and tax impact 
analysis per investor class; support for 
managing consent processes and SHA-
related legal review.

Post-Flip Compliance

DPIIT registration, MCA/ROC filings, 
updated statutory registers, banking 
restructuring support, contract novation 
management, and first-year post-flip audit 
coordination.
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