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Regulatory updates

Amendments to fees structure and
registration certificate
Securities and Exchange Board of India (SEBI) has

made amendments applicable to foreign portfolio
investors (FPIs) as under:

Fees structure:

The existing fees denominated in USD to be replaced
with INR (in eligible foreign exchange equivalent) as
provided below.

Revised
Fees (INR in
Earlier Fees eligible

Particulars (USD) foreign

exchange
equivalent)

Registration Fees —
Category | 2,500 230,000

Registration Fees —
Category Il 250 23,000

Application Fees for

exemption from strict
enforcement of FPI 1,000 90,000
regulations

Late Fee for delay in
FPI registration — 50 4.500
Category | (per day)

Late Fee for delay in
registration— FPI 5 500
Category Il (per day)

Fees from subscribers
of offshore derivative

instruments to be 800 75,000
collected from FPIs

Further, the timing for payment of registration fees has
been changed from “at the time of submission of the
application” to “prior to the grant of the certificate of
registration.”

The above changes to come into effect from 3 January
2027.

Registration certificate:

With effect from 7 July 2026, the date of
birth/incorporation/agreement/partnership or trust
deed/formation of body of individuals or association of
Persons of the FPI to be mentioned on the registration
certification issued by designated depository participants.

Source: SEBI (FPI) (Amendment) Regulations, 2026, No.SEBI/LAD-
NRO/GN/2026/310 dated 03 July 2026

Financial Action Task Force (FATF) High
risk and jurisdictions under increased
Monitoring — June 2026

FATF has identified several jurisdictions over a period of
time as having strategic deficiencies in their regimes to
counter money laundering, terrorist financing, and
proliferation financing and had placed the jurisdictions
under Increased Monitoring.

As per the 19 June 2026 FATF public statement, Bosnia
and Herzegovina and Iraq have been added to the list
of Jurisdictions under Increased Monitoring, while
Algeria and Namibia have been removed from the list as
they are no longer subject to Increased Monitoring

Source: RBI Press Release, 2026-2027/685 dated 16 July 2026
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Draft foreign investment rules to replace the
existing Foreign Exchange Management
Non-debt Instruments Rules, 2019 (NDI
Rules)

The Union Budget 2026-27 had announced a
comprehensive review of the NDI Rules to create a

contemporary, user-friendly framework for foreign
investments.

Pursuant to recommendations of committee constituted
by the Central Government, the Reserve Bank of India
(RBI) has prepared a draft of the rationalized NDI Rules
seeking public comments (by 31 August 2026). The
salient features of the proposed draft are:

» Simplified and principle-based framework

» Alignment with the foreign direct investment (FDI)
Policy

» Enhanced ease of doing business

* Future-ready regulatory framework.

Key highlights of the draft are:

Definitions:

» Foreign portfolio investment means foreign
investment of less than 10 per cent in the equity of a
company of Limited Liability Partnership (LLP)

» Equity: means

— Instruments classified as equity by the eligible
investee entity, other than an investment vehicle,
as per applicable accounting standards

— Unit of an investment vehicle as per the respective
SEBI regulations;

Income-tax -ruling, protocol

Mauritian Cabinet approves ratification of
protocol amending India-Mauritius tax
treaty

The Mauritius Cabinet approved the ratification of the
Protocol amending the India—Mauritius Double Taxation
Avoidance Agreement (DTAA), which was originally
signed on 7 March 2024. The Protocol, inter alia,
provides for inclusion of:

* preamble to re-iterate the common intention to
eliminate double taxation without creating
opportunities for non-taxation or reduced taxation
through tax evasion and tax avoidance; and

+ article on entitlement to benefits to prevent the
abusive use of the DTAA i.e. allowing either party to
deny the benefits under the DTAA if one of the
principal purposes of an arrangement is to benefit
from tax treaty (Principal Purpose Test).

1Securities Transaction Tax (STT)

— "Participating interest or right" in oil fields or mines
of an Indian company or an LLP;

+ ‘“control” means the right to appoint majority of the
directors or to control management or policy decisions
exercisable by a person or persons acting individually
or in concert, directly or indirectly, including by virtue
of their shareholding or management rights or
shareholders’ agreements or voting agreements that
entitle them to 10 per cent. or more of voting rights
or in any other manner in the entity.

Structure:

The existing NDI Rules are organized with different
schedules based on the type of investor — FDI, FPI,
foreign venture capital investors, investment vehicles etc.

The draft proposes to structure the schedules to following
annexures:

* Annexure I: Direct listing of equity of companies
incorporated in India on International Stock
Exchanges

¢ Annexure lI: Foreign Investment Policy issued by the
Government of India

¢ Annexure lll: Regulations, directions issued by the
RBI, applicable on foreign investment or transfer
thereof.

For further details please refer:

RBI releases draft foreign investment rules to replace the existing NDI
Rules, 2019

Source: RBI Press Release, 2026-2027/726 and Draft - Foreign
Exchange Management (Foreign Investment) Rules, 2026 dated 21
July 2026

The protocol will enter into force once ratification
procedures are completed.

Final Highlights of Cabinet Meeting Friday 17.07.202
6.pdf
Source: The Mauritian Cabinet Meeting dated 17 July 2026

Set off of long-term capital loss (LTCL-STT")
allowed against long-term capital gains
(non-STT)

In the financial year 2016-17, the taxpayer had

* earned long-term capital gain (LTCG) (STT) which
was exempt under section 10(38) of Income-tax Act,
1961 (the Act),

¢ earned LTCG (Non-STT) and
* incurred LTCL (STT)
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The taxpayer set-off of LTCL (STT) against LTCG of the Act prohibiting set-off of LTCL (STT).

(Non-STT). )
ITAT observed that exemption under the Act was

The Assessing Officer (AO) disallowed the claim on provided for a particular stream of capital gains, and it
the ground that as income from transfer of a long-term could not be read into other provisions relating to
capital (being equity shares) is exempt from tax where charging or computation of capital gains.

STT has been charged on such transaction, the losses
incurred from such a transfer cannot be set-off. The
Commissioner of Income-tax (Appeals) confirmed the

Further, it stated that where the entire source of
income is not exempt, but only a particular stream is
exempt within the same source of earning of capital

order of the AO. gains, the perspective adopted by AO that income
On appeal before the Income-tax Appellate Tribunal includes loss will not apply.
(ITAT), the ITAT allowed the set-off of LTCL (STT) Source: Kushal Narendra Desai, DCIT, ITA 5231/MUM/2025,
against LTCG (Non-STT) noting that there was no Mumbai, ITAT dated 13 July 2026

exception or carve out provided under the provisions

Market watch - press articles-select extracts

FPIs’ USD5bn bond purchase offsets Index entry wait may temper bond rally as
steady equity sales FPI inflows start to ease

“The rally in Indian bonds could slow as flows from
foreign portfolio investors (FPI) begin to ebb amid no
definitive signs of Bloomberg's Global Aggregate Index
including local sovereign debt in its latest rejig, while
the yield differential with developed markets continues
to narrow”

“Foreign portfolio investors turned net buyers in June
after months of sustained outflows, a surge in

sovereign debt inflow offset continued equity selling and
pushed overall flows into positive territory. According to
data, June recorded net inflows of $531 million,

marking the first positive monthly print after a prolonged
phase of withdrawals.” Source: Economic Times, Rozebud Gonsalves and Atmadip Ray, ET

Source: The Times of India, TNN dated 2 July 2026 Bureau, dated 25 July 2026

A
1

Parameters July 2026 June 2026 Changes

Net Equity inflows during the month (in USD million)

Net Debt inflows during the month (in USD million)

Total FPIs registered at end of the month
AUC of FPlIs (in USD million)

- end of June 2026 — USD 785,893

- end of May 2026 — USD 801,064

Source: FPI monitor, NSDL, 03 August 2026
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity.
Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is
received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a
thorough examination of the particular situation.
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