
DECEMBER 2025   |   75   CHARTERED SECRETARY

A
R

TIC
LE

The article examines the evolution of FEMA governance in India’s digital era, emphasizing how 
Company Secretaries must transition from Compliance Officers to Strategic Advisors. It highlights 
the valuation challenges in technology-driven FDI and the need for financial fluency to justify 
intangible assets. The framework proposes integrating financial strategy with RegTech adoption to 
modernize compliance. Automation, AI, and data dashboards are positioned as tools to shift 
governance from reactive to proactive. Ultimately, it calls for techno-governance experts who blend 
law, finance, and technology to drive compliant growth in India’s technology ecosystem.

Saurabh Khakhkhar
Associate Consultant 
Infosys Technologies Private Limited 
Pune, India 
saurabhkhakhkhar45@gmail.com

Remodeling FEMA Governance: Integrating 
Financial Strategy and RegTech for FDI in India’s 
Technology Sector

INTRODUCTION

The change from Foreign Exchange Regulation 
Act (FERA), 1973, to Foreign Exchange 
Management Act (FEMA), 1999, was not 
merely a legislative change; it was a change in 
philosophy that matched India’s own approach 

to economic liberalization. The country transitioned from 
a regime of strict control, where foreign exchange was to 
be treated as a scarce resource to conserve, to a regime 
of management, under which cross-border capital flows 
were accepted as a basic ingredient of growth. FEMA 
was intended to facilitate-not inhibit foreign exchange 
management.

Yet, two decades later, the spirit of this liberalization faces 
a new and formidable test in the form of India’s burgeoning 
digital economy. The principles of FEMA, which were 
drafted in an era of brick-and-mortar industries, are 
now being applied to a world made of code, data, and 
algorithms. The sheer speed, volume, and intangible 
nature of FDI flowing into the technology sector represent 
governance challenges that the original framework, for all 
its prescience, could not have envisioned in their entirety. 
This article develops a strategic framework for Company 
Secretaries and governance professionals. It contends that 
in order for them to effectively guide their organizations 
through this new landscape, they must evolve from 

being compliance gatekeepers to becoming strategic 
business partners, armed with both financial acumen and 
technological tools.

The Technology Sector Anomaly: 
When Intangibles Meet Regulation
To understand the magnitude of the modern compliance 
challenge-reflect on a conventional foreign direct 
investment case from 2000s: a German auto-parts 
manufacturer investing to establish a factory in Pune. This 
was an actual transaction that was based on some tangible 
aspects of an enterprise, for example, physical assets, 
machinery, and predictable cash flows. The involvement 
of the Company Secretary, although complicated, was 
grounded in verifiable, tangible data.

Contrast this now with the typical transaction of today: A 
Singapore-based venture capital fund investing millions 
into a Bangalore-based SaaS startup that has negligible 
revenue and no significant physical assets. Its value does 
not lie in its balance sheet; it’s in its IP, network effects of 
its users, scalability of its code and perceived size of its 
Total Addressable Market.

This is the anomaly of the technology sector. It creates 
a fundamental tension for the governance professional, 
caught between two worlds; on one side the fast-moving 
commercial/product teams pushing for growth, at almost 
any cost; on the other, a deliberate regulatory framework 
administered by AD Banks and the RBI, which, quite rightly, 
requires justifiable reasons for the flow of capital. The 
responsibility of the CS is to bring the abstract narrative of 
future potential into form; specifically, into regulatory form 
like that of the FC-GPR. This is not a simple filing anymore; 
this is a complicated exercise in communicating strategy, 
managing risk and understanding commercial dynamics.

But to traverse the complexities of technology FDI, 
governance professionals need to expand their toolset 
beyond pure legal compliance: to be fluent in the language 
of finance and strategy, not to take over the role of the 
CFO or valuer themselves, but to provide an effective 
bridge between business and the regulators. This requires 
a fundamental shift in how the secretarial function is 
perceived, and more importantly, how it operates.
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the Intangible

The valuation aspect is usually the initial challenge in any 
technology FDI (Foreign Direct Investment) transaction. 
For a Company Secretary, filing Form FC-GPR is a 
significant obligation since it is a certificate confirming that 
the transaction met FEMA pricing terms arbitrarily. The 
challenge is that the valuation of a technology startup will 
often seem illogical. For example, how could a company 
with little to no revenue possibly be valued in the hundreds 
of crores?

The key is realizing that valuation is not a snapshot of 
the present, but a forecast of the future. The role of a 
governance professional is to ensure that the valuation 
report is more than just a number; it is a defensible story 
backed by relevant metrics. When reviewing a valuation 
report for a technology company, a CS should look for 
justifications based on:

	 Customer Lifetime Value (CLTV) and Customer 
Acquisition Cost (CAC): CLTV in simple terms, is the 
total profit the company expects 
from a single customer. In contrast, 
CAC is the cost to the company 
for acquiring that customer. If 
the business has a good ratio of 
CLTV to CAC (3:1 or greater), it is 
a strong indicator of a sustainable 
business model and justification 
for a high valuation. Essentially, 
having a good ratio verifies that the 
company’s investment of capital is 
yielding profitable growth.

	 Monthly Active Users (MAUs) 
and Engagement Metrics:  Active 
user numbers and user engagement 
can be thought of as direct proxies 
for future revenue potential. A fast-
growing user base indicates the 
market has confidence and there is 
a “network” effect, which has its own value.

	 Total Addressable Market (TAM):  This metric 
estimates total revenue opportunity of a product or 
service. A valuation is more justifiable if it can show 
that the company is targeting a large, growing market 
where capturing even a small share would result in 
significant returns.

None of these calculations is expected to be performed 
by the CS. However, the knowledge of the concepts 
would enable them to play the role of a “critical 
friend” for the management and the valuers. The right 
questions can be asked before the report is finalized: 
“Are our user growth projections benchmarked against 
the industry?” “Is the assumed market size realistic?” 
This proactive scrutiny is essential to build a robust 
compliance file that would withstand any future  
regulatory query.

The CS as a Strategic Advisor

For many decades, a number of secretarial departments 
have functioned in a “Reactive Compliance Silo.” The 
business teams negotiate the agreement, finalize the terms, 
and only  then does the CS return with the directive, “Here 
are the documents, would you people make sure it is in 
compliance.”

This is no longer a tenable approach. It is inefficient 
and, quite frankly, dangerous. When compliance is 
an afterthought, the CS is forced into a frantic, often 
deadline-racing position of discovering structural issues 
when it is too late to fix them without significant effort or 
renegotiation. This positions the secretarial function as a 
roadblock rather than a partner.

The solution is to embed the governance function into the 
deal-making process from the very beginning. The modern 
CS must be a Strategic Governance Partner. They need 
a seat at the table when the term sheet is being drafted, 
asking proactive questions that blend commercial goals 
with regulatory foresight:

	 “The investors are proposing 
Convertible Notes. Have we considered 
the pricing guidelines that will apply at 
the time of conversion and ensured the 
structure is FEMA-compliant?”

	 “The deal includes a multi-tranche 
investment. Let’s map out the reporting 
requirements for each tranche from day 
one to avoid any filing delays.”

	 “I see a significant portion of the 
investment is for marketing. Let’s ensure 
the outward remittance documentation 
for overseas marketing spend is in order.”

By being involved early, the CS 
transforms compliance from a historical 
check-box exercise into a proactive 
tool that de-risks the transaction and 

facilitates smoother, faster execution.

Case Study: A Hypothetical FDI 
Scenario

Consider the case of company ‘ABC’: an Indian health-
technology startup, securing a $15 million Series B 
investment from a US-based fund.

	 The Reactive Approach: The deal is agreed to and the 
CS is notified. They learn that the valuation report is 
based on excessively optimistic, non-benchmarked 
projections. With the 30-day FC-GPR deadline 
approaching, they are lucky to finish a revised report 
that has a greater defensible basis, resulting in delays 
and tensions with the new investors.

	 The Strategic Governance Approach: The CS is 
part of the deal team from the start. During initial 

The ideas of proactive, 
technology-enabled 

governance highlighted 
in this article will not be 
optional best practices, 

they will be requirements 
of existence. Company 

Secretaries who seize this 
dual role of technology 

governance and governance 
expert will lead and defend 

their organizations for growth 
in the global economy of 

tomorrow.
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discussions, they review the draft valuation and 
advise the CFO to include comparative data from 
similar deals in the sector. They also point out that 
since the investment pushes foreign ownership past a 
certain threshold, downstream investments made by 
‘ABC’ will now have new reporting requirements. All 
necessary documentation is prepared in parallel with 
the deal negotiations. When the funds arrive, the FC-
GPR filing is completed within a week, demonstrating 
efficiency and professionalism to the foreign investors.

This proactive stance is the essence of modern governance. 
It is not about knowing the rules; it is about applying them 
strategically to achieve business objectives securely.

The RegTech Imperative: From 
Manual Effort to Automated 
Oversight

The first pillar of governance modernization is integrating 
financial strategy. Yet, strategy alone cannot deal with 
the volume and speed of compliance tasks in the digital 
world. Spreadsheets, hand-marked calendars, and email 
reminders—the traditional tool chest of the secretarial 
professional—simply are no longer fit for purpose. Which 
brings us to the second pillar: intelligently adopting 
Regulatory Technology (RegTech).

Relying on hundreds of manual processes for FEMA 
compliance today is like driving down the super highway 
in a horse and cart - slow, tiring and perilously prone to 
mistake. A missed filing deadline once, or the mis-entering 
of a piece of data, can lead to massive penalties and damage 
to reputation.

The rationale for employing RegTech is not to supplant 
the governance professional but rather to enhance their 
capability. RegTech handles the monotony and low-
scale tasks through automation, enabling the governance 
professional to focus on the matter at hand: to provide 
strategic advice; assess the risk to the organization; or 
engage their important judgment. The compliance function 
is evolving - from passive and paper-based to proactive and 
data-driven.

A Practical Roadmap for RegTech 
Adoption

For many professionals, “RegTech” can sound intimidating 
or prohibitively expensive. In reality, it can be adopted in 
practical, incremental stages. Here is a simple roadmap for 
how a governance team can begin this journey:

	 Tier 1 (Foundational): Centralized Compliance 
Dashboards 

	 The first and most important step is getting rid 
of fragmented Excel sheets. New compliance 
management platforms serve as a single source of truth 
for all regulatory obligations. For FEMA, a dashboard 
would automatically track all entity deadlines for 
the group’s obligations - from the 30-day window 
for FC-GPR to the annual FLA return. It provides 

automated reminders, designates clear responsibility 
for all tasks, and most importantly, establishes a 
clear, unchangeable audit trail. In the case of an RBI 
inspection, there would be a quick, professional, and 
formal record of the company’s compliance standing.

	 Tier 2 (Process Automation): Robotic Process 
Automation (RPA) for Reporting

	 Many of these tasks are rules-based, repeatable tasks 
that are ideal candidates for automation. Take, for 
example, the annual FLA return, which requires 
collating specific financial data and inputting it into a 
pre-specified format. An RPA “bot” can be configured 
to perform this task automatically. The bot could access 
the accounting system of the company, extract the data 
required to populate the return, and flag anomalies for 
human review. This not only saves dozens of hours of 
work but also cuts down considerably on the risk of 
data entry errors.

	 Tier 3 (Advanced): AI-Powered Transaction 
Monitoring

	 Monitoring for compliance is a Herculean task for 
larger companies with thousands of cross-border 
transactions. This is a situation where Artificial 
Intelligence (AI) can be a game-changer. An AI 
system can be trained on the specifics of the Current 
and Capital Account Transaction rules of FEMA, 
and then can monitor on a real-time basis all inward 
and outward remittances, automatically flagging 
transactions that it assesses may be non-compliant. 
For example, it could flag several smaller payments to 
a single overseas entity, which, together, may reflect a 
breach of a limit. This is moving solvency team from 
being reactive and finding problems months after they 
occurred, to being truly proactive and preventing non-
compliance before it happens.

	 The introduction of these tools illustrates the 
necessary evolution in the Company Secretary’s role. 
The professional of the future is no longer only a 
governance and legal expert, but a  technology savvy 
user and manager. One does not have to code, but 
they do have to learn the language of technology in 
asking the right questions of a vendor and in building 
the business case for investment in these tools. The 
“Techno-Governance Expert” know their worth is no 
longer a form filler, but the designer and overseer of 
a strong, compliant system at scale and on demand 
through technology.

	 The history of foreign exchange law in India has 
always reflected the economic aspirations of the 
country starting from the rigid control of FERA to the 
more liberal management of FEMA. Today, India is 
establishing itself as a global hub for technology and 
innovation, requiring our governance approaches to 
keep up. Knowledge of the FEMA regulations alone is 
insufficient for the governance of the future. Effective 
governance will be based on the strategic integration 
of financial insight and technical expertise.
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Professionals

This evolution from a traditional compliance officer to a 
modern strategic advisor is a journey. For professionals 
looking to take the next step, here are four actionable 
recommendations:

	 Get a Seat at the Commercial Table:  Proactively 
engage with business and finance teams. Insist on 
being part of the conversation from the term-sheet 
stage. Your role is to de-risk the future, and that can 
only be done by being involved early.

	 Develop Financial Fluency:  You do not need to be 
a valuation expert, but you must become fluent in its 
language. Invest time in understanding the key metrics 
that drive technology valuations. This knowledge will 
empower you to ask insightful questions and ensure 
the company’s filings are robust and defensible.

	 Champion a RegTech Pilot:  Start small. Identify a 
key pain point in your current compliance process—
perhaps tracking deadlines or preparing the FLA 
return—and research a Tier 1 or Tier 2 RegTech 
solution. Championing a successful pilot project is 
the most effective way to demonstrate the value of 
technology to management.

	 Invest in Continuous Learning:  The intersection 
of finance, technology, and law is dynamic. Dedicate 
time to staying updated not just on regulatory changes, 
but on trends in venture capital, startup valuation, and 
emerging technologies like AI and blockchain.

The difficulties encountered today with technology FDI 
are just a glimpse of things to come. While marching 
towards a future involving Central Bank Digital Currencies 
(CBDCs) and the tokenization of assets, it is expected 
that cross-border transactions shall become even more 
complex. The ideas of proactive, technology-enabled 
governance highlighted in this article will not be optional 
best practices, they will be requirements of existence. 
Company Secretaries who seize this dual role of technology 
governance and governance expert will lead and defend 
their organizations for growth in the global economy of 
tomorrow.

Summary of the Framework

As we investigated, navigating FEMA compliance for FDI 
in the technology sector requires a purposeful pivot away 
from the existing reactive, siloed approach. The modern 
governance framework rests on two foundational pillars. 

The first pillar is developing a deep financial and 
commercial understanding. The Company Secretary must 
evolve from simply being a filer of forms to being a trusted 
strategic partner who can critically evaluate a technology 
valuation, weigh complex funding instruments, and 
therefore, provide proactive advice from the beginning 
of a deal. This will develop compliance into the business 
strategy rather than mounting it as an afterthought.

The second pillar is intelligent adoption of RegTech. In a 
time of unprecedented data volume and transaction speed, 
manual compliance processes are not only inefficient 
but also a source of risk. By applying tools that range 
from centralized dashboards to AI-powered monitoring, 
governance professionals are able to automate mundane 
tasks, reduce human error, and unlock their intellectual 
capital to apply to high-value strategic issues. These two 
pillars are not separate; they are deeply intertwined. A 
strategic mindset identifies risks, and technology provides 
the scalable means to manage them.
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