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REGULATIONS THAT AFFECT LOCAL AND
INTERNATIONAL PRIVATE EQUITY FIRMS RAISING 
CAPITAL IN PERU

GeneGenerally, as for any domestic or foreign investor 
intending to raise capital in Peru, an offshore private 
equity firm does not need to be registered or obtain any 
approval from the SMV in order to raise funds by means 
of a private offering. However, any domestic or foreign 
investor that intends to raise funds through a public 
offering or engage in intermediation activities within 
Peru needs Peru needs to comply with certain Peruvian regulations.  

Pursuant to applicable Peruvian law and regulations, a 
public offering is an invitation adequately diffused to the 
general public or to a certain segment of the market, in 
connection with the placement of acquisition or 
disposition of securities1. The SMV presumes2  any
offering involving either 100 or more investors or the use 
of mass media is a public offering. The SMV requires any 

issuer making a public offering to register the offering 
and receive authorization3.  Any offering executed by any 
means in jurisdictions other than Peru (including mass 
media accessible to investors in Peru) will not require 
the issuer to register its shares with SMV unless the 
securities will be traded in Peru.

IInternational funds do not typically raise funds in Peru 
through a public offering. In order to avoid registration 
requirements, international funds target only 
institutional investors4  and do not use mass 
communication. Furthermore, offering activities for the 
sale of interests in offshore private equity funds (such as 
interests in limited partnerships) addressed to 
institutionainstitutional investors in Peru are not subject to 
regulatory registration requirements, except when 
specific registrations may be required for specific 
Institutional Investor according to the applicable 
regulations, such as is the case of pension funds. 

Pursuant to Peruvian laws, only broker-dealers licensed 
by the SMV may engage in “intermediation activities”  
and doing so without approval from the relevant 
authority is considered a criminal offense and 
punishable by imprisonment of up to five years.

FFrom a Peruvian tax point, payments that constitute 
expenditures for income tax purposes, made by local 
corporations to offshore funds or vehicles incorporated 
in tax haven jurisdictions will not be tax deductible for  

1 Quotas or shares are considered "securities" under the Peruvian Securities Market law. 

2 This rebuttable presumption can be overcome if the approached investors are Institutional Investors and, therefore, do not require the protection of the SMV.  
Please refer to section d) of Article 6 of SMV’s Public Offering Regulation and footnote 6 herein

3 See generally Article 4 of SMV’s Public Offering Regulation.

4 Pursuant to Appendix I of the Institutional Investors’ Market Regulation (Reglamento del Mercado de Inversionistas Institucionales approved by SMV Resolution 
00021-2013), the following types of entities are defined as Institutional Investors: 

((a) Banks, financial institutions, certain insurance and other companies (described in the General Financial System, Insurance System and Organic Law No. 
26702), brokerage agents, private pension fund managers, investment fund managers, mutual fund managers and securitization firms.
(b) Foreign entities that engage in activities similar to the activities performed by the entities listed at subpart (a), above, and/or Qualified Institutional 
Buyers (as defined in the U.S. Securities Act of 1933, as amended).
((c) Health Care Providers referred to in the Law on Modernization of Social Security and Health No. 26790, the Social Security and Pension Fund Regulation 
Office (ONP) and Social Health Insurance (Essalud).
(d) Legal entities organized under private or public law whose authorized activities include securities investment. In the case of non-governmental legal 
entities, eligible investors must have an investment portfolio of securities equal to or grater than S/1,000,000 (US$307,692 approximately).
((e) Funds and trusts administered by the entities indicated in subparts (a) through (d), above, provided that the investment decision is the responsibility of 
those same entities and that the net individual equity of the fund or trust is equal to or greater than S/ 400,000 (US$123,076 approximately).
(f) Individual investors with a net worth greater than S/2,000,000 (US$615,385 approximately) and a securities investment portfolio equal to or greater 
than S/1,000,000 (US$307,692 approximately).
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purposes of their Peruvian Corporate Income Tax. This 
rule also applies for capital losses obtained by local 
corporations in operations with offshore funds or 
vehicles incorporated in tax heaven jurisdictions.

NoNotwithstanding the foregoing, the Peruvian Income 
Tax Law sets forth that the expenses incurred in 
connection with the following activities will not be 
subject to the above mentioned limitation: (i) credit 
operations; (ii) insurance and reinsurance operations; (iii) 
assignment for use of ships or aircraft; (iv) transportation 
activities carried out from the country to abroad and 
frfrom abroad to the country; and, (v) payments for the 
right of passage through the Panama Canal. These 
expenses shall be deductible provided that the price or 
amount of the consideration paid is equal to that which 
independent parties would have agreed in comparable 
transactions.

The limitations of local deductibility of expenditures and 
capital losses incurred with offshore funds or vehicles 
incorporated in tax heaven jurisdictions do not apply to 
Peruvian domiciled individuals.

REGULATIONS THAT AFFECT PRIVATE EQUITY 
FIRMS SEEKING TO RAISE CAPITAL FROM
PERUVIAN PENSION FUNDS AND INSURANCE
CCOMPANIES

Peruvian law imposes some regulatory investment 
restrictions on Peruvian pension funds and Peruvian 
insurance companies. Regarding their investments in  
 

private equity funds, which qualify as alternative 
investment funds from a local regulatory perspective, 
Peruvian law sets forth the following restrictions:

PENSION FUNDS:

TheThe alternative investment fund in which pension funds 
acquire participation quotas and/or interests must be 
approved by each pension fund prior to investment 
according to their internal investment policies. Under 
the pension fund rules, each pension fund is 
responsible for analyzing each investment and 
determining if it is an eligible investment according to 
thethe Pension Funds Foreign Investment Regulations 
(Reglamento para la inversión de los recursos de los 
fondos de pensiones en el exterior - Resolución SBS 
8-2007) issued by the Superintendencia de Banca, 
Seguros y AFP ("SBS"). 

Prior to September 2014, offshore private equity funds 
were required to register with SBS. As of January 2016, 
pension funds may file an application with the SBS to 
obtain a general authorization to invest in private equity 
funds without SBS’s prior approval for each investment 
in this type of funds, although the SBS may examine 
individual filings on an ad hoc basis. Notwithstanding 
thethe foregoing, private equity funds need to be 
registered with each pension fund’s internal registry 
prior to such pension fund making a capital 
commitment to said fund.  

Pension funds may not commit more than 50% of their 
capital to offshore investments, and as of May 2018 
there is also a 48% operating limit on these investments 
established by the Peruvian Central Bank. Registered 
offshore funds may raise up to 35% of their capital from 
pensions funds. Additionally, given that private equity 
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funds qualify as alternative investment funds, 
investments are limited to 12-15% of a pension fund’s 
total capital, depending on the pension fund’s risk 
profile.

Additionally, Pension Funds Foreign Investment
RRegulations set forth certain requirements that must be 
met regarding the fund's manager, the fund itself and 
the fund's investments6.

INSURANCE COMPANIES: 

PPeruvian insurance companies may commit capital to 
local and offshore private equity funds by complying 
with the guidelines set forth in Insurance Companies 
Investment Regulations (Norma que aprueba el 
reglamento de inversiones de las empresas de seguros 
approved by SBS Resolution 1041-2016) issued by the 
SBS.  Private equity funds will not be required to seek 
registregistration with or approval from SBS in order for 
insurance companies to invest in such funds. Although 

 

insurance companies are not required to register private 
equity funds on internal registries in order to support a 
potential investment decision in such private equity 
funds, insurance companies will be required to keep 
internal documentation as the SBS may examine 
individual filings on an ad hoc basis at a later stage.

InsuInsurance Companies Investment Regulations set forth 
certain standards regarding the fund's manager, the 
fund itself and the fund's investments that must be met7.   

Insurance companies may not commit more than 50% of 
their capital to offshore investments. Regarding the 
participation of the insurance company over the fund's 
assets, it must not exceed 40%. 

6 Article 9 of the Pension Funds Foreign Investment Regulations contains guidelines for both local and international funds raising capital from Peruvian pension 
funds. Certain guidelines apply to both local and international funds, such as rules relating to valuation policies, restrictions on in-kind distributions, restrictions 
on derivative transactions, restrictions on the sponsor launching similar funds, requirements for claw-back, key person and indemnity provisions in governing 
documents, compensation rules, restrictions on investments in publicly traded instruments, rules requiring the alignment of interests among committed capital 
and the fund and its iand the fund and its investment advisor, independent advisory boards and investment and divestment periods. Additional restrictions exist with respect to 
investments in international private equity funds, such as the requirement for regulation of the investment advisor, an investment advisory agreement compatible 
with international standards, minimum experience requirements, minimum assets under management, minimum capital commitments of the fund’s most recent 
closing, other rules relating to the fund’s legal documentation and accounting practices and certain disclosure filing requirements. 

7 Article 25 f) of Insurance Companies’ Investment Regulations sets forth guidelines for both local and international funds raising capital from Peruvian insurance 
companies. Certain guidelines apply to both local and international funds, such as rules relating to valuation policies, restrictions on in-kind distributions, 
restrictions on derivative transactions, restrictions on the sponsor launching similar funds, compensation rules, restrictions on investments in publicly traded 
instruments, rules requiring the alignment of interests among committed capital and the fund and its investment advisor, independent advisory boards and 
ininvestment and divestment periods. Additional restrictions exist with respect to investments in international private equity funds, such as the requirement for 
regulation of the investment advisor, an investment advisory agreement compatible with international standards, minimum experience requirements, minimum 
assets under management, minimum capital commitments of the fund’s most recent closing, other rules relating to the fund’s legal documentation and 
accounting practices and certain disclosure filing requirements.
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Peru does not impose any specifically targeted 
limitations on offshore private equity funds investing, 
directly or indirectly, in a Peruvian portfolio company. 
Nonetheless, offshore private equity funds need to 
comply with rules generally applicable to all investors 
purchasing companies or making an investment in Peru. 
Although foreign investors are generally entitled to the 
samesame rights as domestic investors, certain exceptions 
apply. Industries such as the TV broadcasting and 
aviation contain restrictions to foreign investment. In 
addition, foreign ownership of land or companies that 
own assets within 50 kilometers of Peru’s international 
borders is restricted to domestic investors8 , except in 
the case of hydrocarbon projects given that the 
eexploration and exploitation of hydrocarbons are 
deemed to be of public necessity and national interest9. 

No authorization is generally required to make a foreign 
investment in Peru. Investors are guaranteed the right to 
freely transfer out of Peru, in freely convertible currency 
and without any authorization whatsoever, capital, 
dividends, profits, royalties and the royalties received in 
exchange for the use and transfer of technologies and 
elements of intellectual property. Foreign investors are 
enentitled to the most favorable exchange rate available in 
the market to convert Peruvian Soles (PEN) into a 
foreign currency.

Peru also permits foreign investors to enter into 
so-called “legal stability agreements”, which freeze 
specific regulations applicable to the investment in 
effect at the time of the investment, depending on the 
industry in which the investment will be made. Legal 
stability agreements have the force of law and stabilize 
the granted rights for 10 years. A foreign investor can 
enenter into a legal stability agreement or a tax stability 
agreement with ProInversión, the Peruvian government 
agency in charge of promoting foreign investment. 
Legal stability agreements and tax stability agreements 
give protection to both the investor and the relevant 
Peruvian company, such as a fund’s portfolio company. 
With respect to the investor, the agreement protects 
suchsuch investor from discriminatory treatment by granting 
it national treatment and the right to access (without 
paying taxes or penalties) foreign currency at the best 
prevailing exchange rate to repatriate capital out of 
Peru. With respect to the Peruvian company in which 
the foreign investor has an interest, these agreements 
can guarantee the stabilization of the income tax 
rregime, labor and employment rules and 
export-oriented regimes, among others. 

8 See article 71 of the 1993 Political Constitution of Peru, article 24 of Peruvian TV and Broadcasting Law and article 79 of Peruvian Civil Aeronautics Law. 

9 See article 13 of the Hydrocarbon Organic Law. 
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Regulations that Affect the 
Management of Private Equity
Funds in Peru

For tax purposes, FIs are considered pass-through 
entities, and foreign investors in FIs are subject, 
pursuant to Peruvian tax rules, to an income tax 
regime that imposes on each investor the obligation 
to pay income taxes on benefits derived from their 
share in the FIs. Taxation is triggered upon total or 
partial realization (i.e. sale) of the investor's interest or 
shashares or upon any effective distribution, without the 
possibility to offset any realized loss in the FIs or 
deduct any expenses. The applicable withholding tax 
rate for non-resident investor for foreign investors is 
5% or 30% depending on the type of investments 
made by the FIs. Until December 31st 2018, a tax 

exemption from the 5% capital gains tax for capital 
gains derived from the sale of listed shares that meet 
certain liquidity requirements and are trade in the 
Lima Stock Exchange (LSE) is currently in force. The 
exemption is also extended to other listed 
instruments, specifically debt instruments (bonds), 
REIT certificates, ADRs, exchange traded funds and 
negnegotiable invoices. 
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