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Reserve Bank of India (RBI) has notified amendments to the Reserve Bank of India (Non-Banking Financial
Companies - Registration, Exemptions, and Framework for Scale Based Regulation) Directions, 2025
(Amendment Directions 2026) exempting RBI registration requirements for low risk NBFCs. These amendments
are effective from 1 July 2026.

In a nutshell, the key amendments are as under:
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Key highlights:

In February 2026, RBI had issued a draft paper for public comments on giving exemption from registration to
certain NBFCs which undertake investments out of their own funds and are “not availing public funds and which
do not have customer interface”. Based on the feedback received from the stakeholders, RBI, vide its
notification dated 29 April 2026, has issued the Reserve Bank of India (Non-Banking Financial Companies —
Registration, Exemptions and Framework for Scale Based Regulation) Amendment Directions, 2026
(Amendment Directions, 2026), introducing registration exemptions for low-risk NBFCs, classified as
‘unregistered’ Type | NBFCs.

Effective from 1 July 2026, the Amendment Directions, 2026 provides for exemption and deregistration
framework for eligible NBFCs, while continuing to preserve RBI’s regulatory oversight through prescribed
disclosure requirements and supervisory powers.

Following are key amendments introduced under the Amendment Directions, 2026:
1. Exemption from registration - eligibility / in-eligibility:
A new class of NBFC is introduced i.e. ‘unregistered Type | NBFC’:
e Criteria for exemption:
— No public funds' - current or in future
— No customer interface? — current or in future
— Assetsize <%1,000 crore, as per latest audited balance sheet
— Holding certificate of registration as NBFC from RBI
e NBFCs fulfilling above criteria are exempt from registration with RBl as NBFC.

e Existing NBFCs registered with RBI which do not currently meet the aforesaid exemption criteria but are
reasonably expected to fulfil aforesaid criteria in the future, will be eligible for exemption and can apply
for deregistration with RBI at that pointin time.

Ineligible entities:

o NBFCsthat have indirectly received public funds through associate or group companies will be ineligible
under the above exemption criteria.

e |fagroup has multiple ‘unregistered Type | NBFCs’ whose aggregate asset size exceeds 31,000 crore,
then none of the NBFCs within that group shall be eligible for the exemption.

e Existing ‘NBFCs not availing public funds and not having any customer interface’ which are not holding
Certificate of Registration as ‘Type | NBFC’ shall be ineligible for claiming exemption from registration
requirements as available to NBFCs holding Certificate of Registration as ‘Type | NBFC*
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Matrix for exemption / registration requirement:

Category Public Funds / Customer Interface |Asset Size Registration Requirement
with RBI
Unregistered No public funds and no customer Less than 31000 Exempt
Type | NBFC interface Crore
Type | NBFC No public funds and no customer >=31000 Crore Registration required
interface
Type Il NBFC Yes (either / both) Any Size Registration required

"“Public Funds’includes funds raised either directly or indirectly through public deposits, inter-corporate
deposits, bank finance and all funds received from outside sources such as funds raised by issue of
Commercial Papers, debentures etc. but excludes funds raised by issue of instruments compulsorily
convertible into equity shares within a period not exceeding five years from the date of issue.

Note: RBI has clarified vide FAQ that loans received from Directors / shareholders will be considered as
Public Funds.

2 ‘Customer interface’ means interaction between the NBFC and its customers while carrying on its business
Note: RBI has clarified vide FAQ that lending to group entities will be considered as Customer Interface.

3 “Type | NBFC’ means ‘NBFC not availing public funds and not having any customer interface’ and holding
Certificate of Registration as ‘Type | NBFC’ issued by the RBI. ‘Type Il NBFC’ means an NBFC which is
granted Certificate of Registration by the Reserve Bank as NBFC other than ‘Type | NBFC’

Deregistration window: Existing eligible NBFCs can apply for deregistration effective 1 July 2026 to 31
December 2026 on PRAVAAH portal of RBI, along with following key documents:

e Board resolution stating that the NBFC does not have public funds and customer interface and does not
intend to avail public funds and have customer interface in future

e Statutory Auditor certification stating no public funds and no customer interface as on date

e Audited financial statements for the last three financial years

e Statement on status of public funds and also of customer interface in the last three financial years
¢ Undertakings from the Board of directors regarding business model in the financial statements

Overseas investment restriction: Exempt NBFCs proposing to undertake overseas investment in financial
service sector shall:

e Obtain registration as Type | NBFC with RBI
e Obtain prior approval of RBI
Further, Unregistered Type | NBFC cannot make overseas investments in non- financial service sector.

Continuing oversight / disclosure: While Unregistered Type | NBFC are exempt from registration with RBI,
such entities remain under RBI supervisory powers and shall make necessary disclosure in Notes to
Accounts that NBFC.
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Conclusion:

The Amendment Directions provide a significant evolution in the RBI’s approach towards NBFC regulation by
adopting a more nuanced framework aligned to the actual risk profile of entities. The said exemptions provide
relaxation from regulatory restrictions and shall facilitate ease of doing business for proprietary investment,
Family Offices, Investment SPVs and treasury-focused entities.

For eligible NBFCs, the deregistration window up to 31 December 2026, presents a strategic opportunity;
however, any decision to pursue exemption should include an evaluation of future business model,
operational plans, financial parameters, cross border investments / foreign exchange regulations and
multiple NBFCs in a group etc.

Source: Notification Ref. RBI/2026-27/43 DOR.FIN.REC.N0.67/03.10.001/2026-27 dated 29 April 2026 issued
by RBI on Reserve Bank of India (Non-Banking Financial Companies — Registration, Exemptions and
Framework for Scale Based Regulation) Amendment Directions, 2026
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