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Prior approval of RBI by non-bank payment system operators   
 
The Reserve Bank of India (“RBI”) has issued a directive on July 4, 2022 (“Directive”), amending the existing 
regulatory requirements governing the takeover / acquisition of control of a non-bank payment system operators 
(“PSOs”) and sale of payment system activity of a non-bank PSO.  
 
This Directive has been issued under Section 10(2) read with Section 18 of Payment and Settlement Systems Act, 2007 
and is effective from July 4, 2022.  
 
Key Highlights 
 
1. Pursuant to the Directive, a non-bank PSO is mandatorily required to obtain the prior approval of the RBI in the 

following cases: 
 
a) takeover/ acquisition of control, which may or may not result in change of management of such non-bank PSO; 

and  
 

b) sale or transfer of payment system activity to an entity not authorised for undertaking similar activity.  
 

2. Pursuant to this Directive, a non-bank PSO is also required to inform the RBI of the following, within 15 calendar 
days: 
 
a) change in management or directors of such non-bank PSO; and 

 
b) sale or transfer of payment system activity to an entity authorised for undertaking similar activity. 

 
The seller or transferor non-bank PSO is required to voluntarily surrender its certificate of authorisation as per the 
prescribed process. In terms of the Directive, the buyer/ transferee bank/ non-bank will be liable for complying with 
any regulatory or supervisory action taken by the RBI for the period prior to the sale or transfer.  
 
Procedural Requirements (in case of approval) 
 
1. Obtaining a certificate of authorisation prior to the sale or transfer  

 
For seeking prior approval of the RBI, a non-bank PSO must apply to the Department of Payment and Settlement 
Systems, the Central Office, RBI along with the relevant information.  
 
In case the buyer or the transferee is not authorised for undertaking similar activity, an application (akin to an 
application for a new authorisation) is also required to be made by the buyer/ transferee entity along with an 
application fee. If the buyer or the transferee is a bank, it must apply to the Department of Payment and Settlement 
Systems, the Central Office, RBI for approval. 
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The RBI will endeavour to respond within 45 days after receipt of the complete details from the relevant entities. 
 

2. Public Notice 
 
a) After obtaining the RBI approval, a public notice (with identified particulars) must be issued (in the prescribed 

manner) at least 15 calendar days prior to effecting the change.  
 

b) Further, the seller or transferor non-bank PSO must inform all its stakeholders (agents, bankers, customers, 
merchants, etc.) of the change, at least 15 calendar days before effecting the said change. 

 
Procedural Requirements (in case of intimation) 
 
1. In cases of change in management or directors of a non-bank PSO, an intimation must be filed with the Department 

of Payment and Settlement Systems, the Central Office, RBI within 15 calendar days along with the prescribed 
details. The ‘fit and proper’ status of the management/ directors will be examined by the RBI, and if required, the 
RBI may place suitable restrictions. 
 

2. In cases of sale or transfer of payment system activity to an entity authorised by the RBI for undertaking similar 
activity:  

 
a) the authorised non-bank PSO is required to intimate the Department of Payment and Settlement Systems, the 

Central Office, RBI within 15 calendar days along with the prescribed details;  
 

b) the entities are required to issue (in the prescribed manner) a public notice (with identified particulars) at 
least 15 calendar days before effecting the change; and 

 
c) the seller or transferor non-bank PSO is required to inform all stakeholders (agents, bankers, customers, 

merchants, etc.) of the sale or transfer at least 15 calendar days before the actual sale or transfer.  
 
The above approval requirement is similar to the restrictions imposed by the RBI on other regulated entities like non-
banking financial companies. Prior to the said Directive, there was no requirement to obtain any prior approval from 
RBI for such takeover or acquisition of control of a non-bank PSO and only a post facto intimation was made by the 
entities. Though prior written consent from the regulator may impact deal timelines and increase uncertainty, 
inclusion of a response timeline in the Directive will ensure that the transactions involving acquisition of control are 
not unnecessarily delayed due to this new Directive.  
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Mergers and Acquisition Practice 
Ranked among the leading mergers and acquisitions (M&A) advisors in India, JSA draws upon its experience of 
working on transactions across industries and all sizes to provide integrated solution-oriented advice. Our 
commercial and innovative approach and ease in interactions, resonate with clients eager to  do  business  in  
India.  Our  clients  include  large  Indian  industrial  houses  and  multinational corporations across industries. 
We work closely with in-house counsels, investment banks and accounting firms to achieve seamless 
implementation of any M&A transaction. Our one-national-practice structure, dedicated team of intelligent and 
talented M&A lawyers and robust infrastructure of well- equipped offices across important locations in India 
enables us to provide cost and time efficient services to our clients. Our sector focus approach to work allows 
us to interact with diverse M&A clients and address the  transactions  in  a  more  scientific  manner  with  sector  
experts  bringing  to  bear  their experience.  

Our full spectrum of services includes acquisitions and divestments, Schemes of arrangement, mergers, 
demergers and amalgamations, Tender and exchange offers, sale and purchase of distressed assets, 
restructurings, including capital and debt restructuring, buy-back of securities and reduction of capital. The  
M&A practice  collaborates  with  other  practices  and  service  lines,  including  competition laws,  compliance,  
environment,  employee  and  social  benefits,  among  others  so  that  a  holistic approach is adopted to handle 
the transaction and we are able to provide effective guidance to clients. 
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This prism is not an advertisement or any form of solicitation and should not be construed as such. This prism has 

been prepared for general information purposes only. Nothing in this prism constitutes professional advice or a legal 
opinion. You should obtain appropriate professional advice before making any business, legal or other decisions. JSA 

and the authors of this prism disclaim all and any liability to any person who takes any decision based on  
this publication. 
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