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1 Decree 2175 of 2007 and amendments made to General External Circular (Circular Básica Jurídica) of the Superintendence of Finance of Colombia.

2 ProColombia has also published on the internet a summary of rules regulating private equity funds in Colombia entitled “Basics of Private Equity Funds in Colombia 
Legislation.”  https://www.investincolombia.com.co/publication/basics-of-private-equity-funds-in-colombian-legislation.html
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REGULATIONS THAT AFFECT LOCAL AND
INTERNATIONAL PRIVATE EQUITY FIRMS RAISING 
CAPITAL IN COLOMBIA

ColombiaColombia does regulate foreign private equity firms that 
raise capital in Colombia.  Decree 2555 of 2010 regulates 
the offering of foreign financial products to Colombian 
residents, including those offered by private equity 
funds and other collective investment vehicles (UCITS, 
SICAVs). This Decree provides that foreign securities can 
be marketed or promoted to Colombian residents only if 
thethe foreign financial institution (i.e. a private equity firm) 
promoting these securities has either (i) entered into a 
referral agreement with a local brokerage firm or an 
investment bank or (ii) incorporated a representative 
office in Colombia.  A third way that a fund can raise 
capital in Colombia is if the Colombian resident (not the 
fund itself) initiated the relationship.

The main difference between these first two 
requirements is that if a fund enters into a referral 
agreement with a local brokerage firm or investment 
bank, then the fund itself will not be promoting the 
securities directly to the Colombian market.  If on the 
other hand, a fund establishes a representative office, 
the international fund will directly promote the sale of its 
securitiessecurities to the Colombian market3. However, as 
mentioned above, the fund will avoid the need for a 
referral agreement or incorporation of a representative 
office if the relationship was initiated by the Colombian 
resident.

Moreover, funds that are constituted and supervised by 
the authorities and under the rules and regulations of 
Perú, Chile or Mexico can be offered in Colombia 
without a representative office or referral agreement 
authorization.  This rule exists because Colombia has 
executed an information exchange agreement with 
these countries.

InIn addition, as an exemption to the public offering 
registration requirements, if the distribution of the fund's 
participation securities is authorized as a public offering 
by the respective foreign authority of the market where 
the fund is incorporated, and such foreign authority has 
executed an information exchange agreement and a 
supervision protocol with the Superintendence of 
FinanFinance (up to date only Chile, Perú and Mexico), then 
the Fund may directly promote and offer its securities in 
Colombia without filing for a registration procedure 
before the Superintendence of Finance of Colombia.

REGULATION THAT AFFECT PRIVATE
EQUITY FIRMS SEEKING TO RAISE CAPITAL FROM 
COLOMBIAN PENSION FUNDS AND INSURANCE 
COMPANIES 

In addition to the requirements mentioned above, for 
international funds seeking to raise capital from local 
pension funds and insurance companies, Decree 2555 
establishes the following requirements:

•• Either the fund’s manager (be it a sociedad administradora 
and/or the offshore general partner itself) or its parent company 
must be located in an investment grade jurisdiction. This grade 
must be assigned by a globally recognized rating agency (i.e. 
Standard & Poor’s, Fitch Inc.’s or Moody’s)

•• The general partner, its parent company or the sociedad 
administradora must certify it has at least US$1 billion in assets 
under management (“AUM”) that qualify as private equity 
investments.  This does not include the assets under 
management of a parent company.

3 For purposes of Decree 2555, “promotion” means any communication or message, made personally or using any other means, whether or not on a mass basis, 
with the purpose of initiating, directly or indirectly, the purchase of a product or the rendering of a service in the securities market. Therefore, activities such as 
roadshows, one-on-one visits or cold calls fall within the definition of promotion.

Continued...
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• Either the general partner or its legal representatives or the 
parent company of the general partner must have at least 5 years 
of experience managing private equity assets4.  

• In the case of a fund of funds, the fund in which the fund of funds 
is investing must meet the 5 years of experience requirement and, 
although not entirely clear how it would do so, the requirement to 
hold US$1 billion in assets.  

RRecent changes to Decree 2555 require that the board 
of a pension fund approve any investment of greater 
than thirty percent (30%) of a private equity fund’s total 
capital, and that such investment shall never exceed 
fifty percent (50%) of a private equity fund’s total capital. 
The aforementioned limit must be credited to respect of 
each of the private equity fund’s compartments. In such 
waway, pension funds may not have investments that are 
greater than fifty percent (50%) of a compartment’s total 
capital, unless such private equity fund’s compartment 
is used for co-investment purposes.  

Additionally, a pension fund may only allocate a limited 
basket of its AUM (20% for a moderate fund; 25% for a 
high-risk fund) to invest in alternative assets.  The 
concept of alternative assets includes foreign private 
equity funds, foreign ETFs, foreign hedge funds and 
foreign real estate funds.  In addition to this general limit 
with respect to all alternative assets, pension funds are 

also subject to a particular limit with respect to 
investments in local and foreign private equity funds 
equal to 10% of the pension fund’s AUM for moderate 
pension funds and 15% of the pension fund’s AUM for 
high risk funds. 

LLocal PE funds raising capital from Colombian pension 
funds and insurance companies must have five years of 
experience in managing private equity assets 
calculated in a manner similar to that used for 
international funds.

4 As general partners are formed on a fund-by-fund basis, the legal representative normally is the entity that can meet this 5-year requirement.  
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Regulations that Affect 
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Investing in Colombia

Colombia does not impose any specifically targeted 
limitations on foreign private equity funds investing, 
directly or indirectly, into a Colombian portfolio 
company.  Nonetheless, Colombia does impose on the 
fund, or any vehicle used by the fund, foreign exchange 
rules generally applicable to all foreign investors 
purchasing an entity or making an investment in 
Colombia.Colombia.

The Colombian economy is considered relatively open 
in comparison to other economies in Latin America.  
Foreign investment is freely permitted in almost every 
sector of the economy, with the exception of national 
defense and security and the processing and disposal 
of toxic, hazardous, or radioactive waste not originated 

in the country.  Nonetheless, foreign investors must 
register their investments with the Colombian Central 
Bank.  This obligation allows the Colombian Central 
Bank to supervise, for statistical purposes, investment 
flows and, in addition, allows foreign investors to (i) 
transfer abroad the dividends generated from their 
Colombian investment; (ii) reinvest dividends and 
inincome derived from such investment; and (iii) transfer 
abroad any income from the sale of the investment, the 
liquidation of the investment, or the reduction of the 
company’s capital5. 

5 Two links that provide useful overviews of rules governing foreign investments in Colombia are (i) a 184 page introductory legal guide to doing business in Colombia, 
created by ProColombia, Colombia promotion agency, with sections summarizing Colombian laws and regulations regarding such topics as foreign investment, 
intellectual property and dispute settlement, and (ii) a Lex Mundi web publication prepared by Brigard & Urrutia Abogados providing a general summary of Colombian 
laws, including on M&A in Colombia, capital markets, taxation and other topics: https://www.investincolombia.com.co/publication/legal-guide.html   
http://www.lexmundi.com/lexmundi/Guides_To_Doing_Business.asp
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Local rules state that the Sociedad Administradora 
shall engage on behalf of a fund an official price 
provider known as proveedor de precios to valuate 
the assets of the fondo de capital privado.  However, 
in the case that the proveedor de precios does not 
have the methodology or the experience to valuate 
the assets of the fund, the Sociedad Administradora 
wilwill be able to engage the Gestor Profesional or a 
third-party valuator (different form the proveedor de 
precios) to valuate the fund’s assets.  In both cases, 
the Gestor Professional or the third-party valuator 
shall comply with specific requirements set forth in 
the regulations to be engaged as the valuator of the 
fund’s assets.  

The General Accounting External Resolution (Circular 
Externa 100 de 1995) contains a set of methodologies 
that must be applied to valuate a fund’s assets. As 
the SFC still does not officially recognize international 
practices such as ILPA’s or EVCA’s valuation 
guidelines, some fund managers find the rules 
confusing and difficult to adhere to.  However, third 
partparty valuators or the Gestor Profesional are allowed 
to include their particular valuation methodology 
which will need to be approved by the SFC to be 
incorporated into the fund’s Reglamento. 

Furthermore, Colombian regulations recognizes the 
possibility that private equity funds may become 
fund of funds. 
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