FPI QUARTERLY UPDATE

India’s tax and regulatory developments

on foreign portfolio investments

I TAX UPDATES

Central Board of Direct Taxes (CBDT) Amends Rule
21AK to widen the benefit to FPIs and OTC Derivatives
under Section 10(4D) of the Act.

The CBDT has vide notification dated 28 July 2025’
introduced the Income-tax (Twentieth Amendment) Rules,
2025, to amend Rule 21AK of the Income-tax Rules, 1962.
The amendment expands the scope of Section 10(4D)
exemptions by including over-the-counter (OTC)
derivatives in addition to offshore derivative instruments.

Further, the rule now expressly recognises Foreign Portfolio
Investors (FPIs) operating as units in an International
Financial Services Centre (IFSC) as eligible entities for
availing such exemptions, alongside entities regulated by
the International Financial Services Centres Authority
(IFSCA). A formal definition of “Foreign Portfolio Investor,”
referencing registration under the SEBI (Foreign Portfolio
Investors) Regulations, 2019, has also been inserted for
clarity.

This amendment provides greater tax certainty and parity
for FPIs transacting in derivative instruments within IFSCs,
and reinforces India’s objective of strengthening its
position as a global financial hub. The changes take effect
from the date of publication in the Official Gazette.

Relaxation of time limit for processing income-tax
returns (ITRs) filed electronically which were
incorrectly invalidated by the Centralised Processing
Centre (CPC).

Based on the grievances received by the CBDT on
erroneous invalidation of ITR by CPC due to various
technical reasons, while processing the ITR, CBDT vide
Circular No. 10/2025 dated 28 July 2025% has relaxed the
time for processing the ITRs.

Ordinarily, the Income Tax Department is required to
process an ITR and issue an intimation order under Section
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143(1) of the Income-tax Act, 1961 (‘the Act’) within nine
months from the end of the financial year in which the
ITR is filed. The CBDT has directed that returns of income
filed electronically up to 31 March 2024, which were
erroneously invalidated, shall now be processed, and
intimations of these returns shall be sent to the assessees
by 31 March 2026.

' No. 126/2025
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I RECENT JURISPRUDENCE

Mumbai Income Tax Appellate Tribunal (ITAT) Allows
Carry Forward of Long-Term Capital Loss on
Non-Grandfathered Shares to Mauritius-based FPI:

» The taxpayer, a Foreign Portfolio Investor (FPI)* and a
tax resident of Mauritius, filed its return of income for
FY 2021-22. It reported long-term capital gain (LTCG)
from the sale of shares acquired before 1 April 2017 (i.e.,
grandfathered shares), claiming exemption under Article
13(4) of the India-Mauritius DTAA.

» During the same year, the taxpayer also incurred a net
long-term capital loss from the sale of
non-grandfathered shares (acquired after 1 April 2017)
and carried forward the loss. Additionally, the taxpayer
declared dividend income under the head “Income from
Other Sources” and adjusted it against the long-term
capital loss.

» The tax officer denied the carry forward of long-term
capital loss and the set-off of dividend income against
the capital loss. Aggrieved, the taxpayer contested
before the second appellate authority.

» The Mumbai ITAT observed that the two transactions —
(i) the gain from grandfathered shares and (ii) the loss
from non-grandfathered shares — arise from distinct
sources of income and are governed by different DTAA
provisions.

» The Tribunal held that: Gains on grandfathered shares
are taxable only in Mauritius as per Article 13(4) of the
DTAA, i.e., the resident rule of taxation. Losses on
non-grandfathered shares fall under Article 13(3A),
applying the source rule, allowing India to tax such
income. Since there was a loss instead of gain, such
income remains taxable under Indian law, and the loss is
eligible to be carried forward.

» The ITAT rejected the taxpayer’s set-off of dividend
income against the long-term capital loss, holding that
under the Act, long-term capital loss can only be set off
against long-term capital gains, not income from other
sources like dividends.

» The Tribunal also clarified that the DTAA does not
impose tax but only allocates taxing rights. Hence, the
benefit of the Treaty applies only if income is taxable
under domestic law.

» Therefore, the Tribunal:

= Upheld exemption of LTCG on grandfathered
shares under Article 13(4).

= Allowed carry forward of long-term capital loss on
non-grandfathered shares.

= Denied set-off of dividend income against capital
losses.

» This decision reinforces the principle that grandfathering
benefits under the India-Mauritius DTAA remain intact
for shares acquired before 1 April 2017, while losses on
post-2017 investments are to be dealt with under Indian
domestic law, subject to applicable treaty provisions.

Mumbai ITAT holds that MLI provisions are not
enforceable without a separate notification

The Mumbai ITAT had an occasion to analyse whether the
MLI provisions can be enforced into the Treaty without a
separate notification under section 90(1) of the Income-tax
Act, 1961 (IT Act). The Mumbai Tax Tribunal ruled* on key
issues related to the applicability of Articles 6 and 7 of the
Multilateral Instrument (MLI) and the India-Ireland Double
Taxation Avoidance Agreement (DTAA) concerning aircraft
leasing transactions:

» MLI Notification Requirement - Following the Supreme
Court's Nestlé ruling, the Tribunal emphasised that
unless the MLI-related modifications (Articles 6 and 7
relating to the Principal Purpose Test, PPT) are
specifically notified under Section 90(1) of the
Income-tax Act, they cannot override the provisions of
the underlying DTAA. The synthesised text integrating
MLI provisions is only a non-binding aid and not
enforceable law.

» Principal Purpose Test (PPT) - PPT is not triggered
simply because a taxpayer benefits from a treaty. The
Tribunal relied on precedent that SPVs (Special Purpose
Vehicles) managed and operated with genuine
commercial substance are entitled to treaty benefits.
The taxpayer’s Irish entity performed substantive
commercial functions, had adequate staffing, incurred
genuine expenses, and maintained real economic risks,
negating any presumption of treaty shopping.

» Aircraft Lease Characterisation - The lease was held to
be a genuine operating lease, respecting the Supreme
Court’s Vodafone ruling. Ownership risks and benefits
remained with the lessor, and sub-leasing was subject
to lessor’s consent, confirming the lessor's ownership.

» Permanent Establishment (PE) - No PE was found in
India since the taxpayer's business activities were
managed entirely outside India, and the leased aircraft,
though physically in India, were operated and controlled
exclusively by the Indian lessee (IndiGo). The aircraft did
not constitute a fixed place of business for the taxpayer.

» Applicability of Article 8(1) of the India-Ireland DTAA
- Rental income from leased aircraft engaged in
international traffic is taxable only in the resident state
(Ireland). The leased aircraft formed part of IndiGo's
integrated fleet operating international routes,
qualifying for treaty protection under Article 8(1).

This provision overrides general business profits
taxation under Article 7.

?ITA No.573/MUM/2024

# Sky High Appeal XLIII Leasing Company Limited v ACIT (International Tax), ITA No. 1198/Mum/2025
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» Policy Intent of the India-Ireland DTAA - The Treaty
deliberately restricts source-country taxation on aircraft
leasing income. The taxpayer’s claim for treaty benefits
aligns with the Treaty's objective and is not an abuse of
treaty provisions.

Supreme Court Upholds Existence of Fixed Place PE in
India under India-UAE DTAA

The Supreme Court, in the case of Hyatt International
Southwest Asia Ltd.?, a UAE tax resident, upheld the
existence of a Fixed Place Permanent Establishment (PE) in
India under Article 5(1) of the India~UAE DTAA.

» The taxpayer had entered into 20-year Strategic
Oversight Service Agreements (SOSAs) with Asian
Hotels Ltd. (AHL) for providing strategic and operational
advisory services. The taxpayer claimed the
consideration was business income not taxable in India
in the absence of a PE, as the DTAA has no Fees for
Technical Services (FTS) clause.

The Supreme Court, affirming the Delhi High Court's view,
held that:

» Disposal Test: A PE does not require exclusive premises;
shared and continuous access for conducting core
business functions satisfies Article 5(1).

» Permanence and Control: The long-term agreement,
profit-linked fees, and strategic control over AHL's
operations demonstrated stability and permanence.

» Employee Presence: Although no employee stayed
beyond nine months, aggregate continuity of operations
constituted a PE.

» Profit Attribution: Profits attributable to the PE are
taxable in India even if the enterprise incurs global
losses.

This ruling reinforces that long-term advisory or oversight
arrangements involving strategic control, operational
involvement, and profit participation may trigger PE
exposure in India despite limited physical presence.

In view of the ruling, FPIs should evaluate any strategic
advisory or oversight roles involving Indian entities or
personnel—even in the absence of a physical office or
permanent staff. Consistent involvement, strategic
influence, and profit-linked arrangements could still give
rise to PE exposure. This presents a timely opportunity for
FPIs to revisit and reassess their India-related structures.

I REGULATORY UPDATES - SEBI

Ease of doing investments by Non-Resident Indians
(NRI)

In their endeavour to facilitate foreign investors, Securities
and Exchange Board of India (SEBI) vide circular dated 29
July 2025° has eased out the reporting formalities.
Currently, NRIs who wish to trade in the derivatives
(futures/options) market are required to obtain a Custodial
Participant (CP) Code from the Clearing Corporation (CC)
through a Clearing Member (CM). The CP code is used to
monitor the position limits for NRIs. To ease the process,
SEBI decided to do away with the mandatory requirement
of NRIs having to notify the names of the CM and CP code.

For NRIs trading in exchange-traded derivative contracts
without CP code, the Exchange/CC to monitor the NRI
position limits similar to other clients such as resident
Indians i.e. based on PAN as a unique identifier.

Monitoring of Minimum Investment Threshold under
Specialized Investment Funds (SIFs):

The SEBI vide circular dated 29 July 20257 has issued
operational guidelines for monitoring compliance with the
minimum investment threshold of INR 10 lakh under the
Specialized Investment Funds (SIFs) framework. Asset
Management Companies (AMCs) are required to monitor
this threshold on a daily basis to ensure there are no active
breaches due to redemption, transfer, or sale initiated by
investors.

In the event of a breach:

» All units of such investor across SIF strategies will be
frozen for debit.

» Investor will be given 30 days to rebalance and comply.

» If compliance is not achieved within 30 days, the frozen
units will be compulsorily redeemed at the applicable
NAV.

For FPIs investing through the SIF route, this framework
warrants close monitoring of investment thresholds across
strategies to avoid unintentional breaches. The automatic
redemption mechanism could create liquidity and valuation
impacts, particularly where positions are held across
multiple strategies or through omnibus accounts. FPIs may
need to ensure robust monitoring and coordination with
AMCs and custodians to maintain compliance.

Proposal to exclude certain categories of FPI from the
definition of Strategic investor

SEBI released a Consultation paper dated 01 August 20252
seeking comments proposing to amend the definition of
Strategic Investor to include Qualified Institutional Buyers
(QIBs) covered the SEBI Issue of Capital and Disclosure
Requirements (ICDR) Regulations, 2018.

* Civil Appeal No. 9766 of 2025

¢ SEBI circular SEBI/HO/MIRSD/MIRSD-POD/P/CIR/2025/109 dated 29
July 2025

7 SEBI/HO/IMD/IMD-| POD-1/P/CIR/2025/107

8 Link :- SEBI | Consultation Paper on Amendment to the definition of
Strategic Investor for REITs and InvITs <a href="https://www.sebi.gov.in/se-
biweb/publiccommentv2/Public-
CommentAction.do?doPublicComments=yes' target="_blank' style='col-
or:#007ffc'> Click here to provide your comments </a>


https://www.sebi.gov.in/reports-and-statistics/reports/aug-2025/consultation-paper-on-amendment-to-the-definition-of-strategic-investor-for-reits-and-invits_95764.html
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FPIs that are individuals, corporate bodies or family offices
are not QIBs as per the SEBI ICDR Regulations, 2018.

While institutional FPIs may be included under the
strategic investor umbrella, individual investors, body
corporates, and family offices registered as FPIs would
remain excluded, consistent with their current ineligibility
as QIBs under SEBI's regulations.

Participation by Resident Indian Non-Individuals in
FPIs:

SEBI Proposals to Expand FPI Access for Resident Indian
Non-Individuals

SEBI, via a consultation paper dated 8 August 2025°, has
sought public comments on proposals intended to
facilitate greater participation by resident Indian
non-individuals into the FPI regime. Key proposals include:

» Enabling retail schemes based in IFSCs (with resident
Indian sponsors/managers) to register as FPIs.

» Aligning contribution limits for resident Indian
non-individuals with IFSCA (Fund Management)
Regulations, 2025.

» Allowing Indian mutual funds to become constituents
of FPIs.

These changes, if adopted, could meaningfully broaden the
base of Indian entities able to access the FPI structure,
potentially reducing reliance on foreign fund intermediaries
for certain flows. The comment window remained open
until 29 August 2025.

“Single Window Automatic & Generalised Access
(SWAGAT-FI)" approved for FPIs & FVCls:

SEBI, on 8 August 2025™, issued a consultation paper
proposing a new SWAGAT-FI regime to simplify the
registration, access, and onboarding process for Foreign
Portfolio Investors (FPIs) and Foreign Venture Capital
Investors (FVCls).

The draft includes amendments to SEBI (FPI) Regulations,
2019 (with annexures showing “current” vs “proposed”
provisions) aiming to reduce duplication and centralise
regulatory compliance. This may lead to a more
streamlined and efficient approach for qualified foreign
entities to enter the Indian markets.

The comment window remained open until 29 August
2025. The SWAGAT-FI framework was approved by the
SEBI in its board meeting held on 12 September 2025.

Eligible categories of SWAGAT-Fls include:

» Government and Government-related investors, such as
central banks, sovereign wealth funds (SWFs),
international or multilateral organisations/agencies, and
entities controlled or at least 75% owned (directly or
indirectly) by such entities.

» Appropriately regulated Public Retail Funds (PRFs) with
diversified investors and investments, managed

independently and regulated by their home jurisdiction,
including:

i.  Mutual funds and unit trusts open to retail investors,
operating as blind pools with diversified investments
and independent investment managers.

ii. Insurance companies investing proprietary funds
without segregated portfolios.

iii. Pension funds regulated in their home jurisdictions

Eligible FPI applicants may opt for SWAGAT-FI identification
at the time of initial registration. Existing FPIs meeting
eligibility criteria may also convert to SWAGAT-FI status.
SEBI will publish jurisdiction-wise lists of eligible fund
structures based on a trust-but-verify approach aligned with
the exemptions under the Additional Disclosure Framework
dated 24 August 2023.

SWAGAT-FIs will be entitled to the following relaxations:

» Option to register as FVCl without additional
documentation, if already registered or applying as FPIs

» Exemption from the FVCI Regulation requiring at least
66% investment in eligible unlisted assets

» Registration validity, KYC review, and fee payment (USD
2,500) to be applicable for a 10-year block instead of the
standard 3-year cycle

» Exemption from the 50% aggregate contribution cap
applicable to Non-Resident Indians, Overseas Citizens of
India, and Resident Indian individuals in FPIs

» Option to use a single demat account for holding all
securities acquired as FPI, FVCI, or foreign investor units,
with systems in place to ensure proper tagging and
identification across channels

Extension of Timeline for Implementation of Margin
Obligations in Depository System:

SEBI, vide circular dated 18 August 2025", has extended the
implementation timeline of its earlier circular on “Margin
obligations to be given by way of pledge/re-pledge in the
Depository System” (originally issued on 3 June 2025). The
provisions were initially scheduled to come into effect from
1 September 2025. Based on representations received from
depositories (CDSL and NSDL) seeking additional time for
system development and testing, SEBI has extended the
implementation date to 10 October 2025. The extension is
aimed at ensuring smooth implementation without causing
disruption to market participants and investors.

This development primarily impacts stock exchanges,
clearing corporations, and depositories, which are required
to put in place necessary systems and procedural
amendments. While the circular is directed towards
intermediaries, FPIs trading in Indian markets may take note
of the revised compliance timeline, as it relates to margin
pledging and collateral processes within the depository
framework.

% Link: - www.sebi.gov.in/reports-and-statistics/reports/aug-2025/con-
sultation-paper-on-proposals-to-facilitate-participation-by-resident-indi
ans-in-foreign-portfolio-investors-fpis-_95953.html

10 Link :- SEBI | Consultation Paper on introduction of “Single Window
Automatic & Generalised Access for Trusted Foreign Investors
(SWAGAT-FI)" framework for FPIs and FVCls

" SEBI/HO/MIRSD/MIRSD-PoD/P/CIR/2025/118


https://www.sebi.gov.in/reports-and-statistics/reports/aug-2025/consultation-paper-on-proposals-to-facilitate-participation-by-resident-indians-in-foreign-portfolio-investors-fpis-_95953.html
https://www.sebi.gov.in/reports-and-statistics/reports/aug-2025/consultation-paper-on-introduction-of-single-window-automatic-and-generalised-access-for-trusted-foreign-investors-swagat-fi-framework-for-fpis-and-fvcis_95955.html

FPI Quarterly Update 05

Technical Clarifications to Cybersecurity and Cyber
Resilience Framework (CSCRF) for SEBI Regulated
Entities:

SEBI vide circular dated 28 August 2025 has issued
detailed technical clarifications to its Cybersecurity and
Cyber Resilience Framework (CSCRF) applicable to all
SEBI-regulated entities (including Custodians, Depositories,
DDPs, Portfolio Managers, and Merchant Bankers). Key
changes include:

» Clarifications on classification of critical systems,
zero-trust model, mobile application security,
cyber-attack disclosures, and log management

» Guidance on submission of VAPT and cyber audit
reports, applicability of ISO 27001, and Market-SOC
onboarding for smaller entities.

» Re-categorisation of Portfolio Managers and Merchant
Bankers for compliance thresholds (e.g., PMs with AUM
above INR 10,000 crore considered mid-size REs).

» Requirement for entities to align cyber audits with
CERT-In guidelines.

This development strengthens the cybersecurity posture of
intermediaries critical to FPIs' investment operations
(custodians, depositories, DDPs). FPIs may take note as it
enhances operational resilience, data security, and
systemic safeguards across market infrastructure.

SEBI Advisory: Beware of Fraudulent FPI-linked Trading
Schemes:

SEBI vide press release dated 22 August 2025 issued an
advisory cautioning investors against fraudulent trading
schemes being circulated through social media platforms,
WhatsApp groups, Telegram channels, and mobile
applications. These schemes falsely claim to provide stock
market access to Indian residents through Foreign Portfolio
Investors (FPIs) or Foreign Institutional Investors (Flls). SEBI
clarified that such offerings are unauthorised and not
endorsed by the regulator.

Investors were specifically warned to be wary of schemes
promising benefits such as institutional trading accounts,
IPO allotments at discounted prices, guaranteed anchor
book participation, or block trades at concessional rates.
SEBI reiterated that the FPI investment route is not
available to resident Indians, except under limited
circumstances permitted under the SEBI (Foreign Portfolio
Investors) Regulations, 2019.

The regulator urged investors to verify the registration
status of any intermediary or platform before investing, by
checking details on SEBI's official website. Further, it
advised that transactions should only be carried out
through authentic trading applications and SEBI-registered
intermediaries.

Ease of regulatory compliance for FPIs investing
exclusively in Government Securities

SEBI vide circular dated 10 September 2025™ has amended
the SEBI (Foreign Portfolio Investors) Regulations, 2019 to
facilitate simplified compliance for FPIs investing exclusively
in Government Securities (GS FPIs) under the Fully
Accessible Route (FAR). The amendments are listed below:

A. Key Regulatory Easing Measures for GS-FPls:

1. Exemption from Investor Group ID:
GS-FPIs are no longer required to furnish investor
group details at the time of registration.

2. Relaxation from Certain Eligibility Provisions:

The standard eligibility conditions under clauses a
to c of Para 1 (Part A) of the Master Circular do not
apply to GS-FPIs. However, investments involving
resident Indian individuals must be routed through
the Liberalised Remittance Scheme (LRS) and must
be in global funds where Indian exposure is below
50%.

3. Simplified Renewal and Change Reporting

Requirements:
GS-FPIs are exempt from:

- Declaring changes in previously submitted

information during registration renewal

- Submitting “no change” declarations
They are only required to pay fees to their
Designated Depository Participants (DDPs).

4. Material Change Disclosure Timeline:
All material changes (Type | and Type Il) must be
disclosed by GS-FPIs within 30 days, with
necessary supporting documents.

B. Transition Mechanism Between Regular FPIs and
GS-FPIs:

A dedicated framework has been introduced to allow a
smooth transition between regular FPIs and GS-FPIs:

» New Applicants may declare GS-FPI status at
onboarding

» Existing FPIs can transition to GS-FPI status upon full
divestment of non-Government Securities holdings,
closure of demat accounts, or implementation of
safeguards

» GS-FPIs wishing to become regular FPIs must provide
incremental disclosures and comply with applicable
norms from the date of transition

C. KYC Review Harmonisation:

The frequency of KYC reviews for GS-FPIs by custodians will
now be aligned with the periodicity of KYC reviews of their
respective bank accounts, as prescribed by RBI.

12 SEBI/HO/ ITD-1/ITD_CSC_EXT/P/CIR/2025/119
3 PR No0.53/2025
4 SEBI/HO/AFD/AFD-PoD-3/P/CIR/2025/127
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D. Implementation and SOP Development:

Depositories, custodians, and DDPs are directed to update
their systems in line with these regulatory changes. A
Standard Operating Procedure (SOP) will be issued by the
CDSSF (Custodians and Designated Depository Participants
Standards Setting Forum), in consultation with SEBI, to
ensure smooth operational execution.

The provisions of this circular shall be effective from 8
February 2026.

This regulatory development simplifies compliance
obligations for GS-FPls, supporting increased participation
in Government Securities while ensuring appropriate
safeguards through LRS and KYC harmonisation.

India market access website for FPIs

At the Board meeting, SEBI noted the launch of a new
website titled ‘India Market Access'’
(www.indiamarketaccess.in), developed as a dedicated
platform for current and prospective FPIs.

The website is a unified initiative by India's Market
Infrastructure Institutions (Mlls) - National Stock
Exchange, Bombay Stock Exchange, Indian Clearing
Corporation Ltd., NSE Clearing Ltd., Central Depository
Services (India) Ltd. and National Securities Depository Ltd.
This effort has been undertaken with the guidance of SEBI.

The website offers comprehensive, user-friendly resources,
including:

» Step-by-step guidance for new FPI registration via the
Common Application Form (CAF)

»  Advisory on required documentation for accessing
Indian markets as an FPI

» Applicable SEBI and RBI regulations for FPIs

Guidelines on taxation and repatriation procedures

» Information on roles and responsibilities of key market
participants in the FPI ecosystem

I REGULATORY UPDATES - IFSCA

IFSCA Guidance on Approvals and Intimations for
Finance Companies / Units in IFSC:

The International Financial Services Centres Authority
(IFSCA), vide circular dated 1 July 2025"™ , issued a guidance
note standardising the process for Finance Companies (FCs)
and Finance Units (FUs) to seek prior approvals or provide
intimations for key corporate events. The note outlines
required procedures and documentation for changes such as
management/control transfers, name changes,
broad-banding of activities, voluntary surrender of
registration, and requests for exerr ptions or relaxations
under applicable regulations.

While primarily applicable to IFSC-registered FCs/FUs, this
framework provides greater clarity and consistency for
corporate actions and regulatory exemptions within IFSC
structures. For FPIs engaging with IFSC-based entities for
treasury or structuring purposes, the standardised processes
may reduce compliance uncertainty and support smoother
execution of reorganisations or exis.

Framework for transition bonds

IFSCA vide circular dated 29 July 20247 issued a framework
for transition bonds. Transition finance provides a
structured pathway for hard-to-abate industries to raise
funds for their brown-to-green transformation and reduce
their emissions progressively. Instruments such as transition
bonds can help mobilise capital towards these efforts while
ensuring alignment with emission reduction goals.

Based on the analysis of the global development and public
comments received in response to the consultation paper on
the proposed framework for transition bonds and
considering the needs of developing countries, IFSC
Authority has issued the framework. The key aspects are:

» Eligible activities: The debt securities to be labelled as
"transition bond" and be eligible to be issued and listed
on a recognised stock exchange in the IFSC, only if, the
funds raised thereunder are proposed to be utilised for
financing or refinancing projects and/or assets and/or
activities classified as "transition" under the following
taxonomies/technology roadmaps (illustrative).

= Australian sustainable finance taxonomy

= The issuer to climate bonds taxonomy

= EU taxonomy for sustainable activities

= Singapore-Asia taxonomy for sustainable finance

= Taxonomy/technology roadmaps as may be
specified by the Government of India

= Any other taxonomy as may be permitted by the
IFSC authority

' efile No. IFSCA-FCROFCR/5/2025-Banking/01
'® F. No. IFSCA-DSFOSFHB/2/2025-Capital Markets
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» The issuer to appoint independent external reviewers to
confirm that the proposed issuance is in alignment with
the framework

» The issuer to make disclosures on the transition plan
and governance, business model environment,
materiality, implementation strategy, etc.

Master Circular for Investment Advisers in IFSC:

IFSCA vide circular dated 5 August 2025" issued a
consolidated framework for Investment Advisers under the
IFSCA (Capital Market Intermediaries) Regulations, 2025.
The framework covers registration (through SWIT),
governance requirements, code of conduct, and KYC/AML
obligations. Investment Advisers may provide advice to
clients in India, IFSC, or foreign jurisdictions, subject to
FEMA restrictions; however, advice to resident Indians is
limited to IFSC/foreign investments. Key provisions include
risk profiling of clients, mandatory client agreements,
separation of advisory and distribution services, prohibition
on guaranteed return claims, disclosure of conflicts of
interest, and mandatory maintenance of records. Advisers
must also conduct annual compliance audits and adhere to
cyber security and grievance redressal frameworks. For
FPIs, this ensures that advisory support sourced from IFSC
entities is subject to global-standard regulation, enhancing
governance and transparency.

Regulatory Framework for Global Access in IFSC:

IFSCA, vide circular dated 12 August 2025, has issued a
revised framework for “Global Access” in GIFT IFSC,
replacing earlier circulars of 2021 and 2024. The framework
requires broker dealers and subsidiaries of recognised stock
exchanges acting as Global Access Providers (GAPs) to
obtain IFSCA authorisation by 31 October 2025, and meet
prescribed net worth thresholds (USD 500,000 for GAPs;
USD 200,000 if proprietary only; USD 100,000 for broker
dealers accessing via GAP).

Clients may include Indian residents (as permitted under
FEMA and RBI's Liberalised Remittance Scheme) and
non-residents, with access limited to financial products
recognised in IFSC. Crypto-assets and derivatives already
available on IFSC exchanges are excluded. GAPs must
route client funds through IFSC bank accounts, maintain
segregation from proprietary funds, ensure adequate
disclosures on risks, custody, fees and tax implications, and
store all trade data within IFSC.

Additional obligations include quarterly reporting to IFSCA,
annual audits, dedicated disclosure webpages, and
compliance with KYC/AML norms. The framework also
prescribes an authorisation fee of USD 10,000 and
recurring turnover-based fees from October 2025.

For FPIs, the framework is indirectly relevant as it
strengthens regulated channels for accessing overseas
products through IFSC intermediaries, while ensuring
transparency, operational safeguards and compliance with
FEMA restrictions for Indian investors.

IFSCA Master Circular for Investment Bankers in IFSC

The International Financial Services Centres Authority
(IFSCA), vide circular dated 5 August 2025, issued a
Master Circular consolidating the regulatory framework for
Investment Bankers in the IFSC. It replaces the earlier
circular of December 2021 and brings together provisions on
registration, governance, permissible activities, compliance,
and reporting into one comprehensive document. Key
requirements include perpetual registration validity (subject
to compliance), appointment of Principal and Compliance
Officers based in IFSC, adoption of robust governance,
AML/CFT compliance, and regular reporting and audit
obligations.

While not directly targeted at FPIs, the framework
strengthens the IFSC ecosystem for capital raising and
advisory services. FPIs participating in offshore capital
raising, debt syndication, or restructuring through
IFSC-based Investment Bankers may benefit from the
harmonised rules, clearer processes, and stronger investor
protection standards.

Amendment to include Third Party Fund Management
Services

The IFSCA has introduced a framework for third-party fund
management services (“TFMS") by amending the IFSCA
(Fund Management) Regulations, 2025 (“FM Regulations”)
through a notification dated 24 July 2025%°.

Broadly, the TFMS Framework enables existing fund
managers who are already set up in GIFT IFSC and registered
with IFSCA as Registered Fund Management Entities (FMEs)
to launch funds managed by ‘Third-Party Fund Managers'.
‘Third-Party Fund Manager' is defined to mean (i) an entity
that is registered or regulated by the relevant financial
sector regulator in its home jurisdiction for fund
management, portfolio management, investment advisory,
or any similar activity, regardless of the specific title, and (ii)
which avails third-party fund management services from a
Registered FME under the FM Regulations.

Under the TFMS Framework, the Registered FME is
responsible for obtaining regulatory approvals and ensuring
compliance, while the Third-Party Fund Manager manages
the fund, including formulating the investment strategy,
engaging with investors, and making portfolio investment
and exit decisions, without the need to establish its own
fund management entity in the GIFT IFSC.

This “platform play” structure is widely used in global fund
hubs like Singapore, Mauritius and Luxembourg, where it
serves as a regulatory bridge, allowing external fund
managers to enter new markets quickly, access cross-border
capital, or run pilot strategies with minimal local presence
or infrastructure.

" e.File No. IFSCA-PLNP/80/2024-Capital Markets
'8 eF.No. IFSCA-PLNP/80/2024-Capital Markets

' e.File No. IFSCA-PLNP/80/2024-Capital Markets
20 [FSCA/GN/2025/007
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I REGULATORY UPDATES - RBI

Investment in Government Securities through Special
Rupee Vostro Accounts (SRVA):

Reserve Bank of India (‘RBI'), vide Circular dated 12 August
20257, permitted persons resident outside India
maintaining Special Rupee Vostro Accounts (SRVA) for
international trade settlement in INR to invest their surplus
rupee balances in Central Government Securities, including
Treasury Bills. This measure expands the investment
avenues available for non-resident entities holding INR
balances in SRVA and is intended to deepen INR
internationalisation. The operational instructions have
been incorporated into the updated Master Direction — RBI
(Non-resident Investment in Debt Instruments) Directions,
2025. The directions are effective immediately.

Opening of Special Rupee Vostro Accounts (SRVA)
without RBI Approval:

Reserve Bank of India (‘RBI") Circular dated 5 August 2025%,
has further liberalised the framework for International Trade
Settlement in INR. Authorised Dealer (AD) Category-I banks
are now permitted to open Special Rupee Vostro Accounts
(SRVAs) of overseas correspondent banks without prior RBI
approval. This move simplifies the operational framework
for INR trade settlement and is effective immediately.

Financial Action Task Force (FATF) High risk and other
monitored jurisdictions

RBI has issued a press release dated 10 July 202522 that, as
per the 13 June 2025 FATF public statement, Bolivia and the
Virgin Islands (UK) have been added to the list of
jurisdictions under increased monitoring, while Croatia, Mali
and Tanzania have been removed from this list based on

review by the FATF.

21RBI/2025-26/72
22 RBI/2025-2026/71
23 pPress Release: 2025-2026/686
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BDO GLOBAL

BDO is an international network of independent public accounting, tax and advisory firms. We support organisations with an
unwavering focus on quality, industry expertise, and the innovative use of technology to deliver impactful solutions. Our
commitment to people, clients, and communities is at the core of everything we do. With our people-first culture, we foster an
environment where diversity thrives, growth is nurtured, and continuous learning drives lasting progress for a sustainable future.
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BDO INDIA

BDO India offers Assurance, Tax, Advisory, Technology Products & Solutions, Digital Transformation, and Managed Services &
Outsourcing to domestic and international clients across various industries. Bringing together expertise, innovatively driven and
delivered through technology, we empower businesses to navigate their unique challenges with transformative, impactful,
client-centric solutions. The team in India comprises over 11,000* professionals, led by more than 350 Partners and Directors,
operating out of 20 offices across 14 key cities.
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For any content related queries, you may write in to taxadvisory@bdo.in or get in touch with,

MUNJAL ALMOULA MANO]J PUROHIT
Head - Tax Partner & Leader — FS Tax
Tax & Regulatory Services Tax & Regulatory Services

munjalalmoula@bdo.in manojpurohit@bdo.in

For any other queries or feedback, kindly write to us at marketing@bdo.in

Ahmedabad | Bengaluru | Bhopal | Chandigarh | Chennai | Coimbatore | Delhi | Goa | Hyderabad | Kochi | Kolkata | Mumbai | Pune | Vadodara

This publication has been carefully prepared, but it has been written in general terms and should be seen as containing broad statements only. This publication should not be used or relied upon to cover specific
situations and you should not act, or refrain from acting, upon the information contained in this publication without obtaining specific professional advice. Please contact BDO India Services Private Limited to
discuss these matters in the context of your particular circumstances. BDO India Services Private Limited, its directors, promoters, employees and agents do not accept or assume any responsibility or duty of care in
respect of any use of or reliance on this publication, and will deny any liability for any loss arising from any action taken or not taken or decision made by anyone in reliance on this publication or any part of it. Any
use of this publication or reliance on it for any purpose or in any context is therefore at your own risk, without any right of recourse against BDO India Services Private Limited or any of its directors, promoters,
employees or agents.

BDO India Services Private Limited, a private limited company incorporated in India, is a member of BDO International Limited, a UK company limited by guarantee,
and forms part of the international BDO network of independent member entities.

BDO is the brand name for the BDO network and for each of the BDO Member Entities

Copyright © 2025 BDO India Services Private Limited . All rights reserved. Published in India.
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