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ABSTRACT :

The evolution of Financial Technology (FinTech) has significantly transformed the traditional financial landscape, offering innovative solutions for payments,
lending, and wealth management. However, the emergence of FinTech companies also poses unique legal and regulatory challenges—particularly from a
corporate law perspective. This research paper offers a comparative legal analysis of FinTech firms in India, exploring issues related to incorporation,
governance, insolvency, regulatory fragmentation, data protection, and foreign investment. It examines how Indian corporate law interacts with sector-specific
regulatory frameworks from the Reserve Bank of India (RBI), Securities and Exchange Board of India (SEBI), and other bodies. Drawing comparisons with the
regulatory environments in the United Kingdom, the United States, and Singapore, the paper highlights the need for an integrated, tech-sensitive legal framework
in India. It further proposes structural reforms such as unified FinTech legislation, valuation mechanisms for digital assets under IBC, and codified cybersecurity
obligations for directors. The study concludes that India must adopt a more agile, harmonized corporate law system to support FinTech innovation while ensuring
investor protection, regulatory certainty, and systemic financial stability.
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l. Introduction

The rise of Financial Technology (FinTech) has revolutionized global financial ecosystems, blending digital innovation with traditional financial
services. From peer-to-peer lending and digital wallets to cryptocurrency exchanges and robo-advisors, FinTech startups are disrupting established
financial institutions and challenging the efficacy of existing legal frameworks.

In India, this disruption has sparked crucial regulatory questions regarding corporate structuring, shareholder protections, consumer safety, and
regulatory arbitrage. While the FinTech sector holds transformative potential for financial inclusion, data democratization, and entrepreneurship, it also
presents legal uncertainties regarding compliance, data protection, insolvency, and governance. This paper conducts a comparative legal analysis of
FinTech companies from a corporate law perspective, contrasting Indian law with global benchmarks from the UK, Singapore, and the U.S.

I1. FinTech and Corporate Law: Defining the Nexus

Corporate law governs the formation, governance, and dissolution of companies. For FinTech startups, it intersects with:

. Regulatory registration (e.g., NBFC licensing, payment aggregators)

e  Capital structure and investor protection

e  Directors’ duties, liability, and oversight

. Corporate insolvency and restructuring
Given the non-traditional business models and tech-centric ownership structures of FinTech firms, they often test the boundaries of company law
compliance.

I11. Corporate Structuring of FinTech Firms in India
A. Legal Incorporation and Compliance

In India, most FinTech companies are registered as private limited companies under the Companies Act, 2013.* Depending on the service—lending,
payments, or investments—they may also fall under:

1 Companies Act, No. 18 of 2013, India Code (2013).
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. RBI regulation as NBFCs or Payment System Operators

e SEBI jurisdiction for mutual fund platforms, algo trading

. IRDAI for InsurTech ventures
Each regulator imposes licensing and governance obligations beyond the Companies Act. The RBI Guidelines for Digital Lending (2022) mandate
disclosures, data norms, and grievance redress mechanisms.

B. Board Composition and Governance

Corporate law mandates board independence and fiduciary duties. FinTech boards, however, often lack regulatory experience. Investor-heavy boards
may ignore consumer risk, financial prudence, or data security.

Section 149 of the Companies Act requires listed companies to appoint at least one woman director and independent directors.® While private FinTechs
are exempt, growing scrutiny from investors and regulators is pushing startups toward better governance.

1V. Legal and Regulatory Challenges in India
A. Lack of Unified Regulation

Unlike traditional banks, FinTechs fall into regulatory grey zones, subject to overlapping scrutiny from RBI, SEBI, IRDAI, and the Ministry of
Electronics & IT (MeitY).* The lack of a centralized FinTech regulatory authority causes legal ambiguity.

For example, Buy Now Pay Later (BNPL) firms were initially unregulated until RBI’s June 2022 notification brought them under digital lending
norms.’

B. Corporate Insolvency and FinTech Failures

The Insolvency and Bankruptcy Code (IBC), 2016 applies uniformly to all companies, including FinTechs. However, the unique technology-heavy
assets, such as data, algorithms, and platforms, are often hard to value or liquidate during insolvency.

In cases like ZestMoney, a failed BNPL platform, recovery becomes difficult due to limited tangible assets, complex ownership, and investor exit
strategies.® The IBC has no separate chapter for digital asset valuation or data-driven firms.

V. Comparative Frameworks: UK, U.S., Singapore
A. United Kingdom

The Financial Conduct Authority (FCA) offers a regulatory sandbox for FinTech experimentation. It also emphasizes consumer protection, capital
adequacy, and data ethics. Corporate governance codes (UK Corporate Governance Code 2018) apply indirectly, pushing startups toward voluntary
compliance.”

UK’s “one-license” model for payment services simplifies compliance and encourages startups. Directors face stricter duties under the Companies Act
2006 and FCA enforcement, especially in case of fraud or misselling.

B. United States

In the U.S., FinTechs must navigate a state-federal regulatory labyrinth. Entities like CFPB (Consumer Financial Protection Bureau) and SEC govern
various aspects. However, Delaware’s corporate framework remains attractive due to investor-friendly laws, flexibility, and case-law certainty.®
FinTechs often use Series LLCs and Delaware C-Corps to attract venture capital. The U.S. places heavy emphasis on investor disclosures,
cybersecurity, and Board accountability.

C. Singapore

Regarded as the FinTech capital of Asia, Singapore’s Monetary Authority of Singapore (MAS) adopts a tech-neutral, risk-based approach. MAS issues
sandbox licenses, mandates cyber hygiene, and promotes board-level fintech expertise.’

2 RBI, Guidelines on Digital Lending, Aug. 2022, https://rbi.org.in.

% 1d. § 149.

4 Financial Stability Report, Reserve Bank of India (2023).

5 RBI, Press Release on BNPL Guidelines, June 2022.

6 Business Standard, ZestMoney Lenders Trigger Insolvency Proceedings (2024).

" Financial Conduct Authority (UK), Regulatory Sandbox Report, 2023.

8 Securities and Exchange Commission (USA), FinTech Regulatory Framework Overview, 2022.
® MAS (Singapore), FinTech Regulatory Sandbox Guidelines, 2022.
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Startups benefit from unified licensing and strong corporate governance incentives, such as tax credits, accelerators, and legal support through Smart
Nation initiatives.

VI. FinTech and Data Governance in Indian Corporate Law

A. Absence of Sector-Specific Data Law

Indian FinTech companies handle high volumes of personal and financial data. Yet, corporate law does not impose sector-specific cybersecurity
obligations. Until the Digital Personal Data Protection Act, 2023 came into force, privacy norms were only loosely enforced under RBI circulars and
Information Technology Act, 2000.%°

B. Directors’ Duty of Cyber Care

Globally, directors are being held liable for data breaches and Al bias. India is yet to evolve a jurisprudence where data governance is treated as a
fiduciary obligation under Section 166 (duties of directors) of the Companies Act.

VII. Foreign Direct Investment (FDI) and Corporate Structuring

FinTech startups rely heavily on foreign venture capital. The FDI Policy of India allows up to 100% automatic route in non-banking financial
companies, subject to regulatory licensing.** However:

. FinTechs offering digital wallets must comply with 100% Indian ownership rules (e.g., prepaid instruments).

e Cryptocurrency exchanges face regulatory restrictions due to RBI’s cautious stance.!?
This leads to dual-holding structures, SPVs, and Mauritius or Singapore-based entities, raising concerns over regulatory arbitrage and tax avoidance.

VIII. FinTech in Courts: Emerging Jurisprudence

Indian courts are increasingly faced with cases involving FinTech fraud, data misuse, and insolvency:
. In RBI v. Internet and Mobile Association of India (2020), the Supreme Court struck down the RBI crypto ban, holding that a blanket ban
was disproportionate.’
. In PayPal Payments Pvt Ltd v. Financial Intelligence Unit (2021), PayPal was held accountable for not registering as a reporting entity
under PMLA.*
e Consumer disputes against platforms like Razorpay and Slice reflect growing litigation in FinTech e-commerce.

IX. Recommendations

Create a Unified FinTech Law combining company law, financial regulation, and data protection.
Amend the Companies Act to impose cybersecurity duties on directors of digital firms.

Allow regulatory sandboxes in corporate law (e.g., flexible governance for early-stage FinTechs).
Introduce valuation guidelines for digital assets under IBC.

Strengthen SEBI and RBI collaboration for regulating hybrid FinTech instruments.

Provide a fast-track insolvency mechanism for venture-backed FinTechs.

I I

X. Conclusion

The FinTech sector in India is a high-growth, high-risk ecosystem that challenges the rigidity of traditional corporate frameworks. While global peers
like Singapore and the UK have moved toward integrated and innovation-friendly laws, India’s regulatory model remains fragmented and reactive.
Corporate law must evolve to accommodate digital financial innovation—without compromising consumer protection, investor transparency, and
systemic stability. A comparative, adaptive, and tech-driven legal regime is the way forward for India’s FinTech revolution.
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