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Preface 

 

I spent nearly 18 years as an NRI, 
focused on building my career and taking 
care of my family. But despite my 
background, I was not fully aware of the 
Indian tax system. I missed out on 
claiming large amounts of TDS simply 
because I delayed filing my returns or did 
not claim refunds on time.  

What surprised me more was that many 
Tax Consultants I spoke to were not 
aware of the typical issues faced by NRIs. They often gave 
generic advice that did not consider the unique tax rules and 
reporting needs of NRIs.  

Many NRIs believe that not filing a tax return in India is a smart 
move to avoid trouble. This can create bigger problems later. I 
have seen several NRIs receive tax notices when they came back 
to India, often at the worst possible time — while selling a 
property or transferring money.  

Another common mistake is ignoring tax notices or replying late. 
This usually leads to unnecessary interest, penalties, and stress. 
Alongside this, I noticed most NRIs do not keep proper records or 
personal accounts, making it harder to explain their finances later.  

There is also very little focus on succession planning or 
structuring assets properly. When something unexpected happens, 
families are left struggling to handle scattered assets and unclear 
paperwork.  

When I returned to India ten years ago, I wanted to help other 
NRIs avoid the mistakes I had made. Over the years, working 
with many NRI clients has given me a deep understanding of 
their challenges and needs.  



This book is the result of that journey — written to make tax and 
financial planning simpler and more practical for NRI’s. My hope 
is that it helps you feel more confident and better prepared for the 
future. 

With warm regards and best wishes, CA Regi Tom Antony 

FCA, MBA(Australia), ACMA(UK), CISA(USA) 
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CHAPTER 1 

Understanding NRI Status 

 

Definition and Criteria of NRI Status 

Non-Resident Indian (NRI) is a term commonly used to describe 
Indian citizens who reside outside India for work, education, or 
other purposes. The designation of NRI status is crucial for 
taxation and legal purposes, as it determines the tax liabilities and 
other financial obligations of the individual in India. 

To be classified as an NRI for tax purposes in India, an individual 
must meet specific residency criteria set forth by the Income Tax 
Department of India. The primary criteria revolve around the 
number of days an individual spends in India during a financial 
year (April 1 to March 31) and the additional conditions for 
preceding years. 

Here are the key points: 

Stay in India for Less Than 182 Days 

An individual is considered an NRI if they have been in India for 
less than 182 days during the current financial year 

Alternatively, if an individual has stayed in India less than 60 
days in the current financial year and less than 365 days in the 
preceding four financial years combined, they are classified as an 
NRI 

However, there are certain exceptions and additional conditions: 

 Indian Citizens and Persons of Indian Origin (PIO) Working 
Abroad: 

If an Indian citizen or PIO leaves India for employment or 
business outside India or for any other purpose indicating an 
intention to stay outside India for an uncertain period, the 60-day 
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condition is extended to 182 days. This exception ensures that 
individuals who are genuinely NRIs are not mistakenly taxed as 
residents. 

 Returning NRIs: 

For individuals returning to India after being NRIs, their tax 
status will be based on their stay in India. They will be considered 
residents if they satisfy the above criteria. There is also a concept 
of "Resident but Not Ordinarily Resident" (RNOR) status, which 
can provide certain tax benefits for a limited period upon their 
return. 

 Status based on Indian Income: 

If an NRI has total income from India exceeding ₹15 lakhs during 
the financial year and is not liable to pay tax in any other country, 
they will be treated as RNOR (Resident but Not Ordinarily 
Resident) in India for tax purposes. 

Determining Residency of Individuals for Tax Purposes 

Determining your residency status for tax purposes is crucial 
because it affects your global income taxability in India. Here’s a 
detailed breakdown of how to determine your residency, see the 2 
charts below- 

Basic Conditions: 

An individual is considered a resident if they spend 182 days or 
more in India during the financial year 

Additional Conditions: 

If an individual satisfies the basic condition, additional conditions 
come into play to determine whether they are "Resident and 
Ordinarily Resident" (ROR) or "Resident but Not Ordinarily 
Resident" (RNOR): 

 ROR Status: 

 The individual has been a resident in India in at least two 
out of the ten preceding financial years, and, 
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 The individual has stayed in India for 730 days or more 
during the seven preceding financial years. 

 RNOR Status: 

If the individual does not satisfy both the above additional 
conditions, they are considered RNOR. 

  
Impact of RNOR Status: 

IRNOR status provides certain tax reliefs, such as exemption 
from tax on foreign income unless it is derived from a business 
or profession controlled or set up in India 
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What is the 60-day rule of NRI? 

The Foreign Exchange Management Act (FEMA) delineates 
guidelines for discerning the residency status of individuals of 
Indian origin, whether they are classified as Resident Indians or 
Non- Resident Indians. To qualify as a Resident Indian, an 
individual must have resided in India for a minimum of 60 days 
in the previous year and at least 365 days in the preceding four 
years.  
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Importance of NRI Status in Taxation 

Understanding and determining your NRI status is essential 
because it has significant implications for your tax liabilities. 
Here’s why it matters 

Taxation of Global Income: 

For residents, global income is taxable in India. This means all 
income, irrespective of where it is earned, will be subject to 
Indian tax laws. For NRIs, only the income earned or accrued in 
India is taxable. 

Applicability of Tax Deductions and Exemptions: 

Certain tax deductions and exemptions available to residents may 
not be available to NRIs. For instance, NRIs cannot claim 
deductions under Section 80DD (maintenance including medical 
treatment of a dependent who is a person with disability). 

Special Provisions for NRIs: 

The Indian Income Tax Act contains specific provisions that 
apply exclusively to NRIs. For example, income from foreign 
currency non- resident (FCNR) account deposits is exempt from 
tax. Similarly, the interest earned on NRE (Non-Resident 
External) accounts is also tax- free. 

Double Taxation Avoidance Agreements (DTAA): 

India has DTAA with several countries to avoid double taxation 
of income. NRIs can benefit from these agreements to ensure they 
are not taxed twice on the same income. 

Compliance Requirements: 

NRIs have different compliance requirements compared to 
residents. For instance, while residents need to file income tax 
returns if their total income exceeds the basic exemption limit, 
NRIs need to file returns only if their income in India exceeds this 
limit before giving effect to any deductions under Chapter VI-A 
or exemptions under Section 10(38). 
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Tax Residency of Companies and Other Entities 

RNOR status provides certain tax reliefs, such as exemption from 
tax on foreign income unless it is derived from a business or 
profession controlled or set up in India 

Resident Companies: 

A company is considered a resident in India if it is an Indian 
company or its place of effective management (POEM) is in India 
during the relevant financial year. 

Non-Resident Companies: 

If a company does not satisfy the above conditions, it is 
considered a non-resident. Non-resident companies are taxed only 
on income that is received or deemed to be received in India, or 
that accrues or arises or is deemed to accrue or arise in India. 

Special Cases and Scenarios 

To provide a comprehensive understanding, let’s explore some 
special cases and scenarios: 

Seafarers: 

Seafarers working on Indian ships or ships of foreign companies 
need to determine their residency status based on their stay in 
India. Income earned outside India by seafarers on foreign ships 
may not be taxed in India if they qualify as NRIs. 

Students Studying Abroad: 

Students who go abroad for studies may continue to remain 
residents if they don’t meet the NRI criteria. However, if they 
take up employment or business abroad, they may qualify as 
NRIs. 

NRIs Returning to India Permanently: 

NRIs planning to return to India permanently should plan their 
return considering their tax status. For instance, they might want 
to manage their financial affairs to benefit from RNOR status for 
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a few years, which provides certain tax exemptions on foreign 
income. 

Practical Steps to Determine Your NRI Status 

To determine your NRI status accurately, follow these practical 
steps: 

Maintain Accurate Records: 

Keep detailed records of your travel dates to and from India. This 
includes entry and exit stamps on your passport and any other 
relevant documentation. 

Consult Tax Professionals: 

Seek advice from tax professionals or CAs who specialize in NRI 
taxation. They can help you navigate complex residency rules and 
ensure compliance with tax laws. 

Use Online Tools: 

Various online calculators and tools can help you determine your 
NRI status by inputting your travel details and other relevant 
information. 

Stay Informed: 

Keep yourself updated with changes in tax laws and regulations 
that may affect your residency status and tax liabilities.  

Conclusion 

Understanding and determining your NRI status is the foundation 
of effective tax planning and compliance for individuals with 
global ties. It not only influences your tax liabilities but also 
impacts your financial planning and investment strategies. By 
staying informed and seeking professional advice, you can 
navigate the complexities of NRI status and optimize your 
financial outcomes. This chapter sets the stage for a deeper 
exploration of various aspects of NRI taxation, ensuring you are 
well-prepared to manage your tax obligations efficiently. 
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CHAPTER 2 

Overview of Indian Tax Laws for NRIs 

 

Introduction to Indian Taxation System 

India’s taxation system is a comprehensive framework that 
governs the collection of taxes from individuals and entities to 
fund government activities. The Indian Income Tax Act, 1961, 
forms the cornerstone of this system, outlining the laws and 
procedures for income tax assessment and collection. The 
taxation system is divided into direct and indirect taxes, with 
income tax being a significant component of the direct tax 
structure. 

For NRIs (Non-Resident Indians), understanding the nuances of 
Indian tax laws is crucial. While the general principles of taxation 
apply, there are specific provisions tailored to NRIs, reflecting 
their unique financial circumstances and the cross-border nature 
of their income.  

Key Tax Provisions for NRIs 

The tax provisions applicable to NRIs differ from those for 
resident Indians in several ways. Here, we’ll delve into the key 
aspects of income tax that NRIs need to be aware of: 

 Taxable Income for NRIs: 

NRIs are taxed only on income that is earned or accrued in 
India. This includes: 

Salary Income: Income from services rendered in India, 
regardless of where the payment is received. 

House Property Income: Rental income from property 

located in India. 
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Capital Gains: Income from the sale of assets or property 
situated in India. 

Interest Income: Interest earned on deposits and savings 
accounts held in Indian banks. 

Other Sources: Income from other sources such as dividends 
from Indian companies, winnings from lotteries, etc. 

• Income Exemptions for NRIs: 

Certain income types are exempt from tax for NRIs: 

Interest on NRE (Non-Resident External) Accounts: Interest 
earned on deposits in NRE accounts is tax-free. 

Interest on FCNR (Foreign Currency Non-Resident) 
Accounts: 

Interest earned on FCNR deposits is exempt from tax. 

Income from Specified Securities and Bonds: Interest 
earned on specific bonds notified by the Government of India is 
exempt. 

• Deductions and Exemptions: 

NRIs are eligible for certain deductions (if opting for OLD 
TAX REGIME) under Chapter VI-A of the Income Tax Act: 

Section 80C: Deductions for investments in specified 
financial instruments like life insurance, ELSS, ULIPs, etc. (up to 
INR 1.5 lakh). Section 80D: Deductions for premiums paid for 
health insurance policies. 

Section 80E: Deduction on interest paid on education loans. 

Section 80G: Deductions for donations to certain 
charitable institutions. 

Special Provisions and Schemes 

NRIs can avail themselves of various special provisions and 
schemes: 
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Capital Gains Taxation: NRIs are subject to capital gains tax on 
the sale of Indian assets. Long-term capital gains (holding period 
of more than 24 months for unlisted shares. And listed Equity 
Shares, units of UTI and Equity Oriented Mutual Funds: Held for 
12 months) are taxed at lower rates. 

DTAA (Double Taxation Avoidance Agreement): NRIs can 
benefit from DTAAs between India and their country of residence 
to avoid double taxation on the same income. 

Non-resident individuals cannot adjust the below income against 
basic exemption limit (short term capital gains as below) : 

Any profit arising on the sale of equity/units of business trust/units 
of equity-oriented mutual funds, within one year of their 
acquisition, through a recognized stock exchange on which STT 
has been paid is treated as short-term capital gain under section 
111A. 

Important Tax Forms and Documentation 

Accurate and timely documentation is crucial for NRIs to comply 
with Indian tax laws. Here are some of the essential tax forms and 
documentation NRIs need to be familiar with: 

Form 15CA and Form 15CB: 

These forms are required when making remittances outside India. 
Form 15CA is a declaration of remittance, while Form 15CB is a 
certificate from a Chartered Accountant confirming that the 
applicable taxes on the remitted amount have been deducted. 

Form 16A: 

This is a TDS (Tax Deducted at Source) certificate issued by the 
deductor to the deductee. NRIs should collect Form 16A for any 
income on which TDS has been deducted. 

Form 26AS: 

This form is a consolidated tax statement that reflects the tax 
credits available to an individual. NRIs should regularly review 
their Form 26AS to ensure all TDS credits are correctly reflected. 
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Form ITR-2, or ITR-3: 

This is the income tax return form applicable to NRIs who do not 
have income from business or profession. It covers income from 
salary, house property, capital gains, and other sources. 

PAN (Permanent Account Number): 

NRIs must have a PAN to file their income tax returns in India. It 
is also required for various financial transactions in India. 

Implications on Various Investment Options for NRIs 

Investing wisely is crucial for NRIs to grow their wealth while 
managing tax liabilities effectively. Here are the tax implications 
of various investment options available to NRIs: 

Fixed Deposits: 

Interest earned on NRE and FCNR fixed deposits is tax-free. 
However, interest on NRO (Non-Resident Ordinary) fixed 
deposits is fully taxable at slab rates. 

Mutual Funds: 

NRIs can invest in mutual funds in India. Short-term capital gains 
(holding period of less than 12 months) from equity-oriented 
mutual funds are taxed at 20%, Debt Mutual Funds, market linked 
debentures and Unlisted Bonds or Debentures are always 
considered short-term and taxed at slab rates. 

Long-term capital gains (holding period of more than 12 months) 
are taxed at 12.50% above INR 1.25 lakh. 

Real Estate: 

Income from the sale of property is subject to capital gains tax. 
Long-term capital gains are taxed at 12.50%, while short-term 
gains are taxed at the applicable slab rates. 

Equity Investments: 

NRIs can invest in Indian equities through the Portfolio 
Investment Scheme (PIS). Short-term capital gains are taxed at 
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20%, and long- term capital gains above INR 1.25 lacs are taxed 
at 12.50%. 

Bonds and Government Securities: 

Interest earned on specified bonds and government securities may 
be exempt from tax or taxed at a concessional rate. NRIs should 
check the specific provisions for each investment. 

Common Tax Mistakes and How to Avoid Them 

NRIs often face unique challenges in tax compliance. Here are 
some common mistakes and tips to avoid them: 

Incorrect Residency Status: 

Misjudging residency status can lead to incorrect tax filings. NRIs 
should carefully track their stay in India and consult with tax 
professionals if in doubt. 

Failure to Report All Income: 

NRIs must report all income earned in India, including 
interest, dividends, and rental income. Failure to do so can lead to 
penalties.  

Ignoring DTAA Benefits: 

Many NRIs are unaware of the benefits of DTAA. Understanding 
and claiming DTAA benefits can prevent double taxation. 

Not Filing Tax Returns: 

NRIs must file tax returns if their income exceeds the basic 
exemption limit. Not filing returns can lead to penalties and legal 
issues. 

Overlooking Deductions and Exemptions: 

NRIs should be aware of all available deductions and exemptions 
to minimize their tax liabilities. 

Staying Compliant with Indian Tax Laws 

Compliance with Indian tax laws requires diligence and 
awareness. Here are some best practices for NRIs: 
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Keep Accurate Records: 

Maintain detailed records of all income, investments, and 
expenses. This includes keeping copies of Form 16A, Form 
26AS, and other relevant documents. 

Stay Informed: 

Tax laws and regulations can change. NRIs should stay 

informed about any changes that may affect their tax liabilities. 

Seek Professional Help: 

Consulting with a tax professional or Chartered Accountant can 
help NRIs navigate complex tax laws and ensure compliance. 

Use Technology: 

Utilize online tools and platforms to track income, file returns, 
and manage investments. The Income Tax Department’s e-filing 
portal is a valuable resource. 

Plan Ahead: 

Proactive tax planning can help NRIs optimize their tax liabilities 
and make informed financial decisions. Planning ahead for 
investments, deductions, and tax payments can result in 
significant tax savings. 

It is advisable to consult an experienced Chartered Accountant 
who can assist with tax planning, investment structuring, and 
personal accounting. This will enable you to take control of your 
finances effectively. 

Review Tax Statements Regularly: 

NRIs should regularly review their Form 26AS and other tax 
statements to ensure all TDS credits and tax payments are 
accurately reflected. Discrepancies should be addressed promptly 
to avoid issues during tax filing. 

Understand the Impact of Currency Fluctuations: 



14 

Currency fluctuations can impact the value of investments and tax 
liabilities. NRIs should consider the impact of exchange rates on 
their income and investments in India. 

Be Aware of Deadlines: 

Keeping track of important tax deadlines for filing returns, paying 
advance tax, and submitting documentation is crucial to avoid 
penalties and interest charges. 

Conclusion 

Understanding and navigating Indian tax laws is essential for 
NRIs to manage their financial affairs effectively. This chapter 
has provided a comprehensive overview of the key tax provisions, 
deductions, exemptions, and compliance requirements that NRIs 

need to be aware of. By staying informed, maintaining accurate 
records, seeking professional help, and leveraging technology, 
NRIs can ensure compliance with Indian tax laws and optimize 
their tax liabilities. The next chapter will delve into the specifics 
of income taxation for NRIs, providing detailed insights into how 
various income types are taxed and how to plan for tax efficiency. 
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CHAPTER 2 A 

Why NRIs Receive Tax Notices–What 
You Should Do About It ?  

 

Introduction : The Rising Tide of Tax Notices for NRIs 

Imagine living your life abroad — working, investing, and 
building your future — when suddenly, an income tax notice from 
India lands in your inbox. Panic sets in. “Why me?” “I don’t even 
live in India!” — these are common reactions from NRIs (Non-
Resident Indians) across the globe. But the truth is, more NRIs 
than ever before are receiving notices from the Indian Income 
Tax Department, and it's often due to avoidable reasons. 

In this chapter, we’ll explore why NRIs are increasingly on the 
radar of Indian tax authorities, what steps they should take if they 
receive a notice, and why it’s crucial to file even a NIL income 
tax return to establish your NRI status proactively. 

Why Are NRIs Getting Tax Notices? 

Let’s dive into eight of the most common reasons why NRIs 
receive income tax notices from India: 

Failure to Declare Rental Income 

Many NRIs own residential or commercial property in India that 
earns rental income. 

income is taxable in India if it exceeds ₹2.5 lakhs annually (the 
basic exemption limit). Even if TDS (Tax Deducted at Source) is 
being deducted by the tenant, you are still required to file an ITR. 
Non- declaration of this income often triggers automated scrutiny 
by the department. 

Undeclared Interest Income 
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NRIs sometimes continue to hold resident savings accounts (not 
allowed under FEMA) or have large balances in NRO fixed 
deposits. Interest earned from such accounts is fully taxable in 
India. When TDS is deducted by banks and the ITR is not filed, it 
creates a red flag, leading to tax notices. 

Non-Reporting of Capital Gains 

Selling a property or shares in India? Capital gains arising from 
such sales are taxable. Buyers are required to deduct TDS — 
typically 20% on long-term capital gains and 30% on short-term 
gains. Many NRIs wrongly believe that TDS compliance alone 
absolves them of filing returns. Incorrect or missed reporting 
often results in a notice, especially when the system detects 
mismatches. 

High-Value Transactions 

Large property purchases, mutual fund investments, foreign 
remittances, or major bank deposits — even if tax-free or funded 
through legal foreign income — can attract scrutiny. The tax 
department uses sophisticated analytics to identify such high-
value transactions. Filing your ITR, even for NIL income, acts as 
a disclosure tool to demonstrate the source of funds. 

Non-Filing of ITR Despite Taxable Income 

This is a very common oversight. Just because you’re an NRI 
doesn’t mean you’re exempt from filing a return. If your total 
Indian income exceeds ₹2.5 lakhs in a year — from rent, interest, 
dividends, or capital gains — you must file a return, even if TDS 
is already deducted. 

Incorrect Use of Double Tax Avoidance Agreement (DTAA) 

India has signed DTAA treaties with many countries to help NRIs 
avoid double taxation. However, claiming DTAA benefits 
incorrectly — without proper documentation like Tax Residency 
Certificates (TRC) — may result in reassessment or rejection of 
the claim, leading to notices. 
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Reassessment Under Section 148 

The income tax department can reopen old assessments up to 10 
years if they suspect unreported income. NRIs who failed to 
disclose foreign assets or Indian income in the past could be 
issued reassessment notices — often years after the transaction 
occurred. 

Mismatch in Residential Status 

Your residential status (Resident, NRI, or RNOR) determines 
how your global and Indian income is taxed. Many NRIs fail to 
update their status correctly or mistakenly file as residents. If 
there’s any inconsistency between your claimed status and your 
financial activity, the IT department may seek clarification 
through a notice. 

What to Do If You Receive a Tax Notice 

Here’s a step-by-step plan to tackle tax notices calmly and 
confidently: 

Step 1: Understand the Purpose of the Notice 

Is it for non-filing? Under-reported income? Reassessment? 
Residential status mismatch? Go through the notice carefully or 
consult a tax expert to interpret it correctly. 

Step 2: Gather Documentation 

Compile all necessary documents: 

• Bank statements and TDS certificates  

• Rental agreements and sale deeds 

• DTAA-related forms like TRC, Form 10F 

• Passport copies (to establish stay details)  

• Previous ITRs 

Step 3: Seek Help from an NRI Tax Expert 
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Taxation for NRIs is not the same as for residents. 
Misclassification, missed disclosures, or DTAA mistakes can 
worsen your case. Hire a professional who specializes in NRI 
taxation to respond to notices, file returns, and handle follow-ups. 

Step 4: Respond Timely 

Notices often come with deadlines. Delay in response can lead to 
penalties, reassessment, or even prosecution in serious cases. File 
a response or representation within the stipulated timeframe.  

Why You Should File a Return — Even If It’s a NIL Return 

This is critical for every NRI. 

Even if your income is below ₹2.5 lakhs, filing a return helps you: 

• Establish your NRI status in the tax system 

• Declare exempt income like interest from FCNR or 
foreign sources 

• Avoid future scrutiny on unexplained credits or 
high-value transactions 

• Maintain tax continuity for record-keeping and 
repatriation purposes  

Final Thoughts: Stay Compliant, Stay Stress-Free 

Being an NRI comes with the dual challenge of managing income 
across borders and staying compliant with laws in both 
jurisdictions. Ignoring Indian tax rules is not an option 
anymore. 

The Income Tax Department is increasingly digitized, data-
aware, and analytics-driven. Instead of waiting for a notice to 
knock on your door, proactive compliance is the safest route. 

Whether it’s a matter of rent, investments, or capital gains, let 
your ITR reflect the full picture. And if you ever receive a notice 
— don’t panic, act smart, and consult an expert. 



19 

Tip: Filing a NIL return doesn’t just save you from future notices 
— it gives you peace of mind and control over your financial 
narrative in India. 
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CHAPTER 2 B 

Why NRIs Should File Income Tax 
Returns in India — A Practical Guide to 
Peace of Mind and Financial Advantage 

 

Introduction 

For most NRIs (Non-Resident Indians), filing an Income Tax 
Return (ITR) in India might feel unnecessary—especially when 
they have minimal or no income from India. But in reality, this 
assumption can be costly, both financially and legally. In this 
chapter, we will decode why it’s not just better, but often 
essential, for NRIs to file ITRs in India—even if their income 
seems below the taxable threshold. 

Let us walk through the rationale using real-life scenarios, 
simplified explanations, and a checklist of benefits and legal 
implications. 

Meet Allen: A Cautionary Tale 

Allen, an NRI living in Dubai, loved trading in the Indian stock 
market. His profits were modest—about ₹1–2 lakhs annually. He 
also sent money to his parents in India and paid their health 
insurance premiums. Since none of these seemed like high-value 
transactions, he never filed tax returns. 

It was only years later, after talking to friends, that he realized he 
had overpaid TDS (Tax Deducted at Source) on his Indian 
income and missed claiming several valid deductions. The only 
way to get this money back? Filing a tax return. 

Allen’s story is not uncommon—and illustrates why 
understanding and complying with Indian tax laws is critical for 
NRIs. 
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Part 1: Is Filing Mandatory for NRIs? 

Yes, in Many Cases 

NRIs must file ITR in India if any of the following conditions 
apply: 

• Indian-sourced income exceeds ₹2.5 lakhs (old 
regime) or ₹3 lakhs (new regime). 

• TDS deducted is ₹25,000 or more in a year. 

• Bank deposits in NRO accounts exceed ₹50 lakhs 
or current account transactions exceed ₹1 crore. 

• Foreign travel expenses exceed ₹2 lakhs. 

• Capital gains were earned from property, shares, or 
mutual funds—even if below the exemption limit. 

Part 2: What is Taxable in India for NRIs? 

NRIs are taxed on income sourced in India only. Here are 
the common types: 

• Salary paid by an Indian company or for services 
rendered in India. 

• Rental income from properties in India. 

• Interest on NRO deposits (not NRE or FCNR). 

• Capital gains on sale of shares, MFs, or property in 
India. 

• Business income generated in India. 

Note: Income earned outside India is not taxable in India as long 
as NRI status is maintained. But remember, residency status must 
be reviewed each year—based on number of days stayed in India 
and other parameters under Indian tax law. 

Part 3: Key Benefits of Filing ITR as an NRI 

Let’s now explore the tangible and intangible benefits of filing 
tax returns, even when it’s not strictly mandatory. 
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TDS Refunds and Tax Deductions 

• NRIs often face higher TDS rates—up to 30% on 
property sales, 20% on short-term equity gains, and 
12.5% on long-term gains. 

• Without filing ITR, you lose the right to claim refunds 
or adjust your taxable income using: 

• Section 80C deductions (LIC, tuition fees, home 
loan principal) 

• Standard deduction for rental income 

• Municipal taxes and interest on home loans 

Only by filing ITR can you reclaim excess TDS—potentially 
saving lakhs in taxes. 

Carry Forward of Losses 

If you incur a loss—say from equity trading—it can be 
carried forward for 8 years and set off against future profits. 

But this benefit is available only if you file your ITR on time. 

Proof of Financial Credibility 

ITRs are accepted as official proof of income by: 

• Banks (for loans or credit cards) 

• Insurance providers (for life/health policies) 

• Visa authorities (for PR or long-term residency) 

• Government contracts or tenders (for business setup in 
India) Filing tax returns boosts your financial 
trustworthiness in India and abroad. 

• Regulatory Safety and Legal Protection 

• Missed filings attract interest, penalties, and in some 
cases, prosecution. 
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• Non-response to tax notices may result in ex parte 
assessments by the IT Department. 

• Filing ensures you're on record as an NRI, safeguarding 
your future tax position and creating a clear audit trail 
for your Indian assets. 

Part 4: Filing is Your Financial Self-Defense 

• Think of your tax return as a shield: 

• It documents your residential status. 

• It clarifies the sources of your income. 

• It validates the legality of your transactions and 
remittances. 

• It reduces your chance of facing arbitrary tax 
demands or notices. 

A simple act of filing returns yearly could save you from years of 
confusion and penalties later. 

Final Thoughts 

Most NRIs don’t file tax returns simply because they aren’t aware 
of the long-term benefits—or the hidden compliance traps. 

But filing a return is more than a legal formality. It’s a declaration 
that you're financially organized, tax-compliant, and future-ready. 

If you’re unsure about your filing obligations, always consult a 
professional. It could be the most cost-saving conversation you 
ever have. 
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Quick Summary: Why NRIs Should File ITR in India   

Reason Benefit 

Excess TDS deducted Claim refunds easily 

Deduction eligibility Save tax via 80C, home loan, etc. 

Loss carry forward Offset future gains 

Financial credibility Loans, insurance, visas, contracts 

Legal safety Avoid penalties, notices, and prosecution 

Proof of NRI status Helps in audits and future compliance 

Your Next Step: 

Even if your Indian income is small or you think it's not taxable—
file your ITR. You’ll thank yourself later. 
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CHAPTER 3 

Income Taxation for NRIs 

 

Introduction to Income Taxation for NRIs 

Income taxation for Non-Resident Indians (NRIs) is a nuanced 
subject that requires careful understanding of the Indian tax laws 
and their specific applicability to individuals living outside India. 
NRIs are subject to tax only on the income that is earned or 
accrued in India. This chapter provides a detailed examination of 
the types of income that NRIs need to consider, the applicable tax 
rates, and the necessary procedures for compliance. 

Taxable Income Categories for NRIs  

Salary Income: 

Salary income for NRIs is taxable in India if the services are 
rendered in India. The place of receipt of the salary is immaterial 
for tax purposes. Therefore, if an NRI is employed by an Indian 
company and works in India, their salary will be taxable in India. 

If an NRI is on a deputation abroad and receives a salary in a 
foreign bank account, it is not taxable in India provided they meet 
the residency criteria for being an NRI. 

House Property Income: 

Income from house property situated in India is taxable for NRIs. 
The taxable amount is the net annual value after deducting 
property taxes and standard deductions (usually 30% for 
maintenance). 

NRIs can claim deductions on the interest paid on home loans for 
a rented property, the entire interest amount can be deducted. 
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Capital Gains: 

Short-Term Capital Gains (STCG): 

Gains from the sale of assets held for a short term (less than 24 
months for immovable property, and less than 12 months for 
equity shares) are considered STCG. These gains are taxed at 
applicable slab rates for assets other than equity shares, where 
they are taxed at 20%. 

Current holding period rules for short-term capital gains (STCG) 
FY 2024-25:- 

 
12 months STCG is applicable for the below:- 

Equity or preference shares of a company that are listed stock 
exchange in India: 

·Units of UTI; 

·Units of equity-oriented mutual funds; 

·Zero-Coupon Bonds; 

·Other listed securities 

Debt Mutual Funds, market linked debentures and Unlisted Bonds 
or Debentures are always considered short-term. 

Long-Term Capital Gains (LTCG): 

Gains from the sale of assets held for a long term (more than 24 
months for immovable property, and more than 12 months for 
equity shares) are considered LTCG. 
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Long-Term Capital Gains (LTCG) on property are subject to a 
flat rate of 12.5% (without indexation). LTCG on equity shares 
and units of equity-oriented mutual funds incur a 12.5% tax on 
gains exceeding ₹1.25 lakh, with LTCG on all other assets taxed 
at 12.5%. 

Capital Gains Tax Table for NRIs (FY 2024-25) 

Summary of capital gains tax rates and indexation 
availability for Non-Resident Indians (NRIs) under Finance 
Act 2024 (FY 2024-25, AY 2025-26): 

 

Interest Income: 

• Interest earned on NRO (Non-Resident Ordinary) 
accounts is fully taxable at the applicable slab rates. 
However, interest on NRE (Non-Resident External) and 
FCNR (Foreign Currency Non- Resident) accounts is 
tax-free. 

• Interest from savings accounts and fixed deposits in 
India is also taxable for NRIs. The applicable rate for 
TDS (Tax Deducted at Source) on such interest income 
is 30%. 

Dividend Income: 

• Dividend income from Indian companies is taxable in 
the hands of NRIs at a special rate of 20%. However, 
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dividends received from domestic companies are subject 
to TDS at 20%. 

• From October 1, 2024, proceeds received from the 
buyback of shares by domestic listed companies are to 
be treated as deemed dividend income. 

Other Sources: 

Other sources of income such as winnings from lotteries, horse 
races, and other gambling activities are taxable at a flat rate of 
30%. 

Special Tax Regime for NRI Investors: 

When NRIs invest in certain specified assets in India, and the 
Income from these Investments is the only income the NRI has 
during the year and TDS has been deducted, then such NRI is not 
required to file an ITR. 

Investments that Qualify for Special Treatment are as below 
(Income from the below Indian assets that were acquired in 
foreign currency) - 

A public or private Indian company shares 

Debentures issued by a publicly listed Indian company (not 
private) 

Deposits made with banks and public companies Any security of 
the Central Government 

Other Central Government assets specified in the official gazette 
for this purpose. 

No deduction under Section 80 is allowed while calculating 
investment income as above. 
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Exemptions and Deductions Available (if opting for OLD 
TAX REGIME) 

Section 80C Deductions: 

NRIs can claim deductions under Section 80C for investments in 
specified financial instruments like life insurance premiums, 
ELSS (Equity Linked Savings Scheme), ULIPs (Unit Linked 
Insurance Plans), and principal repayment on home loans. The 
maximum deduction available under Section 80C is INR 1.5 lakh. 

Section 80D Deductions: 

NRIs can claim deductions for premiums paid on health insurance 
policies. The deduction limit is INR 25,000 for individuals below 
60 years of age and INR 50,000 for senior citizens. An additional 
deduction of INR 25,000 is available for premiums paid for 
parents (INR 50,000 if parents are senior citizens). 

Section 80E Deductions: 

Deduction on interest paid on education loans taken for higher 
education is available for NRIs. This deduction is available for a 
maximum of 8 years or until the interest is fully repaid, 
whichever is earlier. 

Section 80G Deductions: 

Deductions for donations to specified charitable institutions are 
available. The deduction limit varies based on the type of charity, 
with some donations eligible for a 100% deduction and others for 
50%. 

Section 80TTA Deductions: 

NRIs can claim a deduction of up to INR 10,000 on interest 
earned from savings accounts held with banks, co-operative 
societies, or post offices. 

Section 80CCD Deductions: 

Contributions to the National Pension Scheme (NPS) are eligible 
for additional deductions. (OCIs and PIOs are not eligible). The 
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maximum deduction available under Section 80CCD(1B) is INR 
50,000 over and above the Section 80C limit. 

Double Taxation Avoidance Agreements (DTAA) 

India has entered into Double Taxation Avoidance Agreements 
(DTAA) with various countries to avoid taxing the same income 
twice. NRIs can benefit from these agreements to mitigate the tax 
burden. Here’s how DTAA works: 

Tax Residency Certificate (TRC): 

To avail of DTAA benefits, NRIs need to obtain a TRC from 
their country of residence. This certificate serves as proof of 
residency for tax purposes. 

Claiming Tax Credits: 

DTAA allows NRIs to claim credit for taxes paid in the country 
of residence against the taxes payable in India on the same 
income. For example, if an NRI earns interest income in India 
and pays tax on it, they can claim a credit for this tax when filing 
their returns in their country of residence. File FORM 67 in India 
in case for claiming tax credit in India. 

Avoiding Double Taxation: 

DTAA outlines the specific income types and the respective tax 
treatment to avoid double taxation. This can include exemptions, 
lower tax rates, or tax credits. 

Form 10F and Self-Declaration: 

Along with the TRC, NRIs must submit Form 10F and a self- 
declaration to the Indian tax authorities to claim DTAA benefits. 

Managing Investments as an NRI 

Investing wisely is crucial for NRIs to grow their wealth while 
managing tax liabilities effectively. Here are the tax implications 
of various investment options available to NRIs: 

Fixed Deposits: 
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Interest earned on NRO fixed deposits is fully taxable at slab 
rates. However, interest on NRE and FCNR fixed deposits is tax-
free, making them attractive options for NRIs. 

Mutual Funds: 

NRIs can invest in mutual funds in India. Short-term capital gains 
(holding period of less than 12 months ) from equity-oriented 
mutual funds are taxed at 20%, while long-term capital gains 
(holding period of more than 12 months) are taxed at 12.50% 
above INR 1.25 lacs. Debt-oriented mutual funds have different 
tax rates, as Debt MF income are always treated as Short-term. 

Real Estate: 

Income from the sale of property is subject to capital gains tax. 
Long-term capital gains are taxed 12.50%, while short-term gains 
are taxed at the applicable slab rates. NRIs can also claim 
exemptions under Section 54 (capital gains from the sale of a 
residential property) and Section 54EC (investment in specified 
bonds) to reduce their tax liability 

Equity Investments: 

NRIs can invest in Indian equities through the Portfolio 
Investment Scheme (PIS). Short-term capital gains (holding 
period of less than 12 months) are taxed at 20% and long-term 
capital gains (holding period of more than 12 months) above INR 
1.25 lacs are taxed at 12.50%. Dividends received from Indian 
companies are also taxable at the applicable slab rates. 

Bonds and Government Securities: 

Interest earned on specified bonds and government securities may 
be exempt from tax or taxed at a concessional rate. NRIs should 
check the specific provisions for each investment. For instance, 
interest on certain infrastructure bonds is tax-free for NRIs. 

Public Provident Fund (PPF): 

NRIs cannot open new PPF accounts, but they can continue 
existing accounts until maturity. The interest earned on PPF is 
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tax-free, and contributions to PPF are eligible for deductions 
under Section 80C. 

National Pension System (NPS): 

NRIs can invest in the National Pension System (NPS), which 
offers tax benefits under Section 80CCD. Contributions to NPS 
are eligible for deductions up to INR 1.5 lakh under Section 80C 
and an additional INR 50,000 under Section 80CCD(1B). OCIs 
and PIOs are not eligible. 

Insurance Policies: 

Premiums paid for life insurance policies are eligible for 
deductions under Section 80C, and health insurance premiums are 
deductible under Section 80D. NRIs should choose policies that 
align with their financial goals and risk tolerance. 

Other Investments: 

NRIs can also invest in other financial instruments like ULIPs 
(Unit Linked Insurance Plans), which offer tax benefits under 
Section 80C, and ELSS (Equity Linked Savings Scheme), which 
provide both tax savings and potential for high returns. 

Common Tax Mistakes and How to Avoid Them 

NRIs often face unique challenges in tax compliance. Here are 
some common mistakes and tips to avoid them: 

Incorrect Residency Status: 

Misjudging residency status can lead to incorrect tax filings. NRIs 
should carefully track their stay in India and consult with tax 
professionals if in doubt. The residency status determines the 
scope of taxable income and eligibility for certain tax benefits. 

Failure to Report All Income: 

NRIs must report all income earned in India, including interest, 
dividends, and rental income. Failure to do so can lead to 
penalties. 

Ignoring DTAA Benefits: 
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Many NRIs are unaware of the benefits of DTAA. 

Understanding and claiming DTAA benefits can can prevent 
double taxation. 

Not Filing Tax Returns: 

NRIs must file tax returns if their income exceeds the basic 
exemption limit. Not filing returns can lead to penalties and legal 
issues. 

Overlooking Deductions and Exemptions: 

NRIs should be aware of all available deductions and exemptions 
to minimize their tax liabilities. 

Incorrect TDS Deduction: 

NRIs should ensure that the correct TDS (Tax Deducted at 
Source) rates are applied to their income. Incorrect TDS 
deductions can result in excess tax payments or penalties for 
shortfall. NRIs should provide their PAN and other necessary 
documents to avoid higher TDS rates. 

Delays in Advance Tax Payment: 

NRIs with significant income from sources like capital gains or 
rental income should pay advance tax in a timely manner. Delays 
in advance tax payment can lead to interest penalties under 
Sections 234B and 234C. 

Lack of Proper Documentation: 

NRIs should maintain accurate records of all financial 
transactions, investments, and income. Proper documentation 
helps in filing accurate tax returns and provides evidence in case 
of scrutiny by tax authorities. 

Conclusion 

Understanding income taxation for NRIs involves recognizing the 
different categories of taxable income, the applicable tax rates, 
and the various deductions and exemptions available. NRIs must 
ensure compliance with Indian tax laws by accurately calculating 
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their taxable income, paying any due taxes, and filing their 
returns on time. By being aware of common mistakes and 
leveraging DTAA benefits, NRIs can optimize their tax liabilities 
and avoid unnecessary penalties. The next chapter will focus on 
managing investments as an NRI, providing insights into tax-
efficient investment strategies and compliance requirements for 
various investment options. 
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CHAPTER 3 A 

Digital Asset Investments and its Tax 

 

Implications on NRIs 

Introduction 

This chapter aims to break down the complexities surrounding 
crypto investments for NRIs. From understanding whether you 
can invest through Indian exchanges to decoding how your gains 
are taxed in India and abroad, we break down what every NRI 
needs to know to invest responsibly and compliantly in the world 
of digital assets. 

Why does Crypto matter to NRIs? 

The growing popularity of Bitcoin, Ethereum, and more among 
NRIs and they are attractive due to decentralization and a 
borderless nature, have made tax laws stricter—both in India and 
abroad. 

Is Crypto Legal in India? 

Neither legal tender nor illegal. 

The RBI does not regulate, but the Income Tax laws do apply. 

The government has introduced Section 115BBH (flat 30% tax) 
and Section 194S(1% TDS) from FY 2022–23. 

Can NRIs Invest in Crypto in India? 

Legally gray area: NRIs cannot invest in Indian exchanges 
using NRE/NRO accounts as per FEMA guidelines. 

FEMA and RBI do not allow foreign remittances for crypto 
purchases under LRS. 

Some NRIs invest via international exchanges using foreign 
bank accounts. 
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NRIs, are Not Advised to Use Indian Exchanges Without 
Checking FEMA Rules. 

Taxation Rules for NRIs Holding Crypto. 

 

 
 

India taxes based on source and position. If income arises in 
India, it is taxable in India even for NRIs. 

Double Taxation Avoidance (DTAA). 

Crypto may be taxed both in India and the country of residence. 
NRIs can claim foreign tax credit (FTC) or DTAA relief if 
crypto is taxed abroad. 

Not all countries treat crypto as the same class of asset (capital 
asset vs. business income). 

"Always report crypto in both countries to avoid black 
money allegations.". 

Reporting Crypto in Indian ITR (if required). 

If taxable in India, must use ITR-2 or ITR-3. 

Disclose under Schedule CG VDA and Schedule AL (if income > 
-INR 1 Crore). 

Use exchange invoices and wallet screenshots as records. 

Key Risks for NRIs. 

FEMA violation for using Indian exchanges from abroad. 

Penalty for non-reporting of offshore crypto under the Black 
Money Act. 
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High scrutiny from Indian IT Dept & foreign tax authorities (e.g., 
IRS, HMRC). 

Practical Compliance Tips. 

Maintain audit trail: buy/sell records, exchange statements. 

Use international CA firms or Indian CA firms with cross-
border crypto experience. 

Keep tax logs for all wallets, even decentralized ones (Such 
as MetaMask).  

• Checklist for NRIs Dealing in Crypto. 

• Verify the legality of crypto in your resident country. 
Avoid using NRE/NRO for Indian crypto purchases. 
Report Indian-source crypto income in ITR. 

• Check DTAA applicability. 

• Avoid storing large holdings in India to reduce tax 
exposure. 
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CHAPTER 3 B 

Old Tax Regime vs . New Tax Regime 
for NRIs 

 

Relevance for NRI Taxation 

Introduction 

From Financial Year 2020-21 onwards, individual taxpayers (including 
NRIs) can choose between two tax regimes in India: 

• The Old Tax Regime — higher tax rates but 
with various deductions/exemptions. 

• New Tax Regime (Section 115BAC) — lower tax 
rates but limited deductions. 

For FY 2024-25 (AY 2025-26), the New Tax Regime is the 
default option. NRIs may opt for the Old Regime if more 
beneficial. This chapter explains the current slabs, key 
differences, and suitability of each regime for NRIs. 

Income Types Relevant for NRIs 

Interest Income (NRO FD, Bonds) — Taxable at slab rates  

Rental Income (Property in India) — Taxable at slab rates 

Capital Gains (Property, Shares, Mutual Funds) — Taxed at 
special rates (unaffected by regime) 

Dividend Income — Taxed at special rates 

Business/Professional Income (if applicable) — Taxable at slab 
rates 

Tax Slabs for FY 2024-25 (AY 2025-26) 

Old Tax Regime Slabs (for NRIs under 60 years) 
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₹ 0 – ₹ 2,50,000 : Nil 

₹ 2,50,001 – ₹ 5,00,000 : 5% 

₹ 5,00,001 – ₹ 10,00,000 : 20% 

Above ₹ 10,00,000 : 30% 

Surcharge: 

10% if total income > ₹ 50 lakh but ≤ ₹ 1 crore 

15% if income > ₹ 1 crore but ≤ ₹ 2 crore 

25% if income > ₹ 2 crore but ≤ ₹ 5 crore 

37% if income > ₹ 5 crore 

Health & Education Cess: 4% on tax + surcharge. 

New Tax Regime Slabs (Default, u/s 115BAC) 

₹ 0 – ₹ 3,00,000: Nil 

₹ 3,00,001 – ₹ 7,00,000:  5% 

₹ 7,00,001 – ₹ 10,00,000: 10% 

₹ 10,00,001 – ₹ 12,00,000: 15% 

₹ 12,00,001 – ₹ 15,00,000: 20% 

Above ₹ 15,00,000: 30% 

Surcharge: Same as Old Regime. Rebate u/s 87A: Not available to 
NRIs. 

Deductions under Each Regime (NRI Perspective) 

Section 80C (LIC, ELSS, ULIP, PPF continuation) — ₹ 1.5 
lakh (Old), Not allowed (New) 

Section 80D (Medical insurance) — ₹ 25k–50k (Old), 
Not allowed (New) 

Section 80G (Donations) — 50%–100% (Old), Not allowed 
(New)  

Home loan interest (self-occupied, Sec 24b) — ₹ 2 lakh (Old), 
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Not allowed (New) 

Standard Deduction (₹ 50,000) — Allowed (Old), Not 
allowed (New) 

Advantages & Disadvantages for NRIs Old Regime Advantages: 

Higher deductions (80C, 80D, 80G) 

Advantages & Disadvantages for NRIs  

Old Regime Advantages: 

• Higher deductions (80C, 80D, 80G)  

• Home loan interest deductions 

• Useful for NRIs actively investing in Indian tax-saving 
avenues 

• Old Regime Disadvantages: 

• Higher tax rates  

• More paperwork 

• New Regime Advantages: 

• Lower tax rates 

• Simpler — no tracking deductions 

• Best for NRIs with only passive income (interest, rent) 

• New Regime Disadvantages: 

• No deductions or exemptions allowed 

• Practical Examples Example A: 

• NRO FD ₹ 8 lakh, Rental ₹ 6 lakh, Deductions ₹ 2 lakh  

• Taxable Income Old: ₹ 12 lakh 

• Taxable Income New: ₹ 14 lakh — Old Regime better. 

Example B: 
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NRO Interest ₹ 6 lakh, Rental ₹ 4 lakh, No deductions  New 
Regime more beneficial. 

Conclusion & Recommendations 

• NRI with deductions (80C, 80D, home loan) — 
consider Old Regime. 

• NRI with only rental + NRO interest, no deductions 
— New Regime. 

• NRI preferring simplicity — New Regime. 

• Compare both every year — option available annually. 
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CHAPTER 3 C 

Updating Previous Tax Returns of NRIs 
(Missed Returns)  

 

Filing Updated Tax Returns for Past Years (Relevance 
for NRIs) 

Introduction 

The Income Tax Department of India has introduced ITR-U 
(Updated Return) under Section 139(8A) of the Income Tax Act 
— allowing taxpayers, including NRIs, to voluntarily update and 
file tax returns for the past four assessment years, even if they 
missed filing previously or need to correct errors or omissions. 

For NRIs who may have unintentionally skipped filing returns for 
earlier years (especially when receiving Indian income such as 
NRO interest, rental income, or capital gains), this is an excellent 
opportunity to regularize their tax affairs. 

What is ITR-U? 

ITR-U stands for Updated Income Tax Return. It allows any 
taxpayer — resident or NRI — to file or revise returns for the 
previous 4 Assessment Years (AY). Even if no original return 
was filed, or a wrong return was filed — or if some income was 
missed out — one can now file/update the return voluntarily. 

Key Rule: Filing ITR-U is voluntary — and protects the taxpayer 
from possible future notices for non-filing. 

Time Limit — How Many Years Can Be Updated? 

| Year| Can File ITR-U Till | 

| AY 2024-25 (FY 2023-24) | Till 31 March 2029 | 

| AY 2023-24 (FY 2022-23) | Till 31 March 2028 | 
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| AY 2022-23 (FY 2021-22 ) | Till 31 March 2027 | 

| AY 2021 -22 (FY 2020-21 ) | Till 31 March 2026 | 

For FY 2024-25 and onwards: You will always have up to 4 prior 
AYs where ITR-U is available. 

Why is ITR-U Relevant for NRIs? 

Many NRIs unintentionally skip filing returns when: 

NRO FD interest is below ₹2.5 lakh but after TDS 

Property rental income was not disclosed 

Capital gains were missed out 

They recently acquired Indian tax knowledge 

They returned to India and realized they missed old returns 

ITR-U allows NRIs to: 

• Regularize tax status 

• Pay correct taxes with applicable interest  

• Avoid notices & future penalties 

• Create clean tax records for visa, bank loans, 
immigration, etc. 

What Income Can Be Declared in ITR-U? 

You can file ITR-U to declare: 

Missed NRO interest 

Missed Rental income 

Capital Gains from property or stocks 

Dividend income 

Other income taxable in India 

Process to File ITR-U 
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Prepare details for each year needing update: 

Indian income 

TDS already paid (Form 26AS) 

Proof of taxes paid 

Calculate taxes & interest as per Sec 234A/234B/234C/234F: 

Pay the due amount — and also: 

Additional tax penalty: 

25% if filed after 12 months from the end of the relevant assessment 
year 

50% if filed after 24 months from the end of the relevant assessment 
year 

60% if filed after 36 months from the end of the relevant assessment 
year 

70% if filed after 48 months from the end of the relevant assessment 
year 

File ITR-U form on the Income Tax Portal for that AY 

No refund will be issued — as the Dept will invalidate the ITR U 
as it results in a refund, in the end ITR U should be filed in case 
of tax LIABILITY and not refund. 

Submit and verify return. When ITR-U Cannot Be Used? 

To declare losses (capital loss or business loss) 

To claim higher refund 

For returns under search or survey 

If assessment is already completed for that AY 

Practical Example — NRI Scenario 

Mr. A — USA NRI 

Did not file return for AY 2022-23 (FY 2021-22) 
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Had ₹3.5 lakh NRO FD interest (TDS already deducted ₹1 lakh) 

No other income declared 

He can now: 

File ITR-U for AY 2022-23 

Declare ₹3.5 lakh income 

Adjust TDS paid 

Pay remaining tax + 60% additional tax (as on July 25) 

Stay fully compliant — no future notice. 

Conclusion 

 — Recommendations for NRIs 

If you missed filing past returns — especially for: 

NRO interest 

Rental income 

Capital gains 

You can now file ITR-U and regularize your position. 

ITR-U gives an NRI an easy option to: 

Avoid future notices 

Maintain clean tax record 

Fix missed years 

It is highly recommended that NRIs who missed any past 4 years 
returns should use this benefit through a CA or professional if 
needed. 

Tip: NRIs returning to India on permanent basis — or planning to 
sell Indian property — should especially ensure their older 
returns are complete using ITR-U before any big transactions. 
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CHAPTER 4 

Double Taxation Avoidance 
Agreements (DTAA)  

 

Introduction to DTAA 

Double Taxation Avoidance Agreements (DTAA) are treaties that 
India has signed with various countries to avoid taxing the same 
income twice. For NRIs, understanding DTAA is crucial as it 
helps mitigate the tax burden that arises due to earning income in 
one country while being a tax resident in another. DTAAs ensure 
that NRIs do not face double taxation on the same income, 
providing relief and encouraging cross-border investment and 
trade. 

Understanding DTAA Provisions 

DTAA provisions generally follow the guidelines set by the 
Organization for Economic Co-operation and Development 
(OECD). These treaties include specific rules on how different 
types of income are to be taxed. The main methods to relieve 
double taxation under DTAA are: 

Exemption Method: 

Under this method, income is taxed in only one of the two 
countries. For example, if a DTAA stipulates that a certain type 
of income (like interest or dividends) is taxable only in the 
country of residence, the other country will exempt it from tax. 

Tax Credit Method: 

Here, income is taxed in both countries, but the country of 
residence allows a credit for the tax paid in the source country. 
This credit can be used to offset the tax 
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liability in the country of residence, ensuring that the overall tax 
burden does not exceed what would have been paid if the income 
were taxed only in the country of residence. 

Reduced Tax Rates: 

DTAAs often provide for reduced rates of tax on certain types of 
income, such as dividends, interest, royalties, and fees for 
technical services. These reduced rates are typically lower than 
the regular rates that would be applied if there were no treaty.  

Key Features of DTAA 

Permanent Establishment (PE): 

 The concept of a Permanent Establishment is crucial in 
determining where business profits are to be taxed. If an NRI has 
a PE in India, the profits attributable to that PE will be taxed in 
India. 

Residency: 

 DTAA benefits are available only if the NRI is a resident of one 
of the contracting states as per the tax laws of that country. The 
concept of residency under DTAA can sometimes differ from 
domestic tax laws, making it important to understand the treaty-
specific definitions. 

Income Categories: 

 DTAAs typically cover various categories of income, 
including salaries, pensions, business profits, capital gains, 
dividends, interest, royalties, and fees for technical services. Each 
category is addressed with specific rules on taxability and relief. 

Tax Information Exchange: 

 Modern DTAAs include provisions for the exchange of tax 
information between the contracting states to prevent tax evasion 
and ensure compliance with the treaty provisions. 

Common Income Types and Usual Treatment Under DTAA 
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Dividends: 

 DTAAs usually limit the tax rate on dividends paid to residents 
of the other contracting state. For example, if an NRI receives 
dividends from an Indian company, the tax rate on such dividends 
may be capped at a lower rate (e.g., 10- 15%) under the DTAA, 
instead of the higher domestic rate. 

Income from immovable properties / Real estate: 

 It is taxable normally in the contracting state, in which the 
property is situated. 

Business Profits: 

 It is normally taxable based on PE status. (permanent 
establishment) status. 

Interest: 

 Similarly, the tax rate on interest income is often reduced under 
DTAA. An NRI receiving interest from Indian sources may 
benefit from a reduced tax rate (e.g., 10%) rather than the 
standard rate of 20-30%. 

Royalties and Fees for Technical Services: 

 DTAAs generally provide for a reduced tax rate on royalties 
and fees for technical services. This encourages cross- border 
transfer of technology and expertise. 

Capital Gains: 

 The tax treatment of capital gains under DTAA can vary. In 
some treaties, capital gains from the sale of immovable property 
are taxed in the country where the property is located, while gains 
from the sale of movable property may be taxed in the country of 
residence.   

Procedure to Claim DTAA Benefits 
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Obtain Tax Residency Certificate (TRC): 

• To claim DTAA benefits, an NRI must obtain a Tax 
Residency Certificate (TRC) from their country of 
residence. This certificate serves as proof of residency 
for tax purposes. 

Submit Form 67 in India before filing ITR 

• Form-67 for FTC- Foreign Tax Credit. 

• Submit Form 10F and Self-Declaration: 

• Along with the TRC, NRIs must submit Form 10F and a 
self- declaration to the Indian tax authorities. Form 10F 
includes details such as name, address, country of 
residence, and tax identification number. 

• Furnish PAN and Other Documents: 

• NRIs must provide their Permanent Account Number 
(PAN) and other necessary documents to claim DTAA 
benefits. Failure to furnish PAN can result in higher 
TDS rates. 

• Claiming Tax Credits: 

• To claim tax credits under DTAA, NRIs must file their 
tax returns in both countries, including the details of 
income and taxes paid in the source country. The tax 
credit is then applied against the tax liability in the 
country of residence. 

Practical Examples of DTAA Application 

Interest Income: 

 Suppose an NRI residing in the USA earns interest income 
from an Indian bank. Under the India-USA DTAA, the interest 
income is taxed at a reduced rate of 15% in India. The NRI can 
claim a credit for the tax paid in India against their US tax 
liability on the same interest income. 
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Dividend Income: 

 An NRI in the UK receives dividends from an Indian company. 
The India-UK DTAA limits the tax rate on dividends to 10%. If 
the Indian company deducts TDS at 10%, the NRI can claim this 
amount as a tax credit while filing their UK tax return. 

Business Profits: 

 An NRI operating a consulting business from Australia earns 
income from clients in India. According to the India- Australia 
DTAA, business profits are taxable in India only if the NRI has a 
PE in India. If no PE exists, the income is taxable only in 
Australia. 

Benefits and Importance of DTAA 

Avoidance of Double Taxation: 

 The primary benefit of DTAA is the avoidance of double 
taxation, ensuring that NRIs do not pay tax on the same income in 
both countries. This promotes cross-border trade and investment 
by reducing the overall tax burden. 

Tax Certainty: 

 DTAA provides clarity and certainty regarding tax treatment, 
reducing the risk of disputes and litigation. NRIs can plan their 
finances better, knowing the tax implications in both countries. 

Reduced Tax Rates: 

 DTAAs often prescribe lower tax rates on various types of 
income, providing significant tax savings for NRIs. This makes it 
financially beneficial to invest and earn income across borders. 

Prevention of Tax Evasion: 

 Modern DTAAs include provisions for the exchange of tax 
information, helping prevent tax evasion and ensuring compliance 
with tax laws.  

Common Challenges and Considerations 
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Understanding Complex Provisions: 

 DTAAs are legal documents with complex provisions that can 
be challenging to interpret. NRIs should seek professional advice 
to fully understand the treaty benefits and compliance 
requirements. 

Documentation and Compliance: 

 Claiming DTAA benefits requires meticulous documentation, 
including obtaining TRC, filing Form 10F, and maintaining 
accurate records. NRIs must ensure they comply with all 
procedural requirements to avoid higher tax rates and penalties. 

Differences in Domestic Tax Laws: 

 Domestic tax laws and DTAA provisions may sometimes 
differ, leading to confusion. NRIs should be aware of both sets of 
laws to correctly claim benefits and avoid double taxation.  

Conclusion 

Double Taxation Avoidance Agreements (DTAA) play a vital 
role in providing tax relief to NRIs by preventing double taxation 
of the same income. Understanding the provisions of DTAA, 
including the exemption and tax credit methods, is essential for 
NRIs to optimize their tax liabilities. By claiming DTAA 
benefits, NRIs can enjoy reduced tax rates, avoid double taxation, 
and ensure compliance with international tax laws. The next 
chapter will delve into managing investments as an NRI, 
providing insights into tax-efficient investment strategies and 
compliance requirements for various investment options. 
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CHAPTER 5 

Managing Investments as an NRI 

 

Introduction to NRI Investments 

Investing as a Non-Resident Indian (NRI) involves understanding 
the regulatory environment, tax implications, and optimal 
strategies to maximize returns while ensuring compliance with 
Indian laws. NRIs have access to various investment options in 
India, including fixed deposits, mutual funds, real estate, equities, 
and more. This chapter provides a comprehensive guide on 
managing these investments effectively, focusing on the unique 
considerations and benefits available to NRIs. 

Key Investment Options for NRIs 

Fixed Deposits: 

• NRO (Non-Resident Ordinary) Fixed Deposits: 

Interest earned on NRO fixed deposits is fully taxable at slab 
rates. These accounts are primarily used to manage income 
earned in India, such as rent, dividends, or pension. 

• NRE (Non-Resident External) Fixed Deposits: 

Interest earned on NRE fixed deposits is tax-free, making them an 
attractive option for NRIs. The principal and interest are fully 
repatriable. 

• FCNR (Foreign Currency Non-Resident) Deposits: 

These deposits are maintained in foreign currencies and are tax- 
free. They protect against currency fluctuations, offering stability 
in returns. 
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Mutual Funds: 

NRIs can invest in mutual funds in India. The tax treatment 
varies based on the type of mutual fund: 

• Equity-Oriented Funds: 

Short-term capital gains (holding period of less than 12 months) 
are taxed at 20%, while long-term capital gains (holding period of 
more than 12 months) above INR 1.25 lakh are taxed at 12.5%. 

• Debt-Oriented Funds: 

Short-term capital gains (always) and taxed at slab rates. 

Real Estate: 

• Residential Property: 

NRIs can buy residential properties in India, and rental income 
from such properties is taxable. The income is computed after 
deducting property taxes and a standard deduction of 30% for 
maintenance. 

• Commercial Property: 

Investment in commercial property can provide steady rental 
income and potential appreciation. However, the income is 
subject to taxation in India. 

• Capital Gains: 

The sale of property attracts capital gains tax. Long-term capital 
gains (holding period of more than 24 months) are taxed at 
12.5%, while short-term gains are taxed at the applicable slab 
rates. 

Equity Investments: 

NRIs can invest in Indian equities through the Portfolio 
Investment Scheme (PIS). Short-term capital gains (holding 
period of less than 12 months) are taxed at 20% and long-term 
capital gains (holding period of more than 12 months) above 1.25 
lacs are taxed at 12.50%. 
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Bonds and Government Securities: 

Interest earned on specified bonds and government securities may 
be exempt from tax or taxed at a concessional rate. For instance, 
certain infrastructure bonds offer tax-free interest income for 
NRIs. 

Public Provident Fund (PPF): 

NRIs cannot open new PPF accounts, but they can continue 
existing accounts until maturity. The interest earned on PPF is 
tax-free, and contributions are eligible for deductions under 
Section 80C. 

National Pension System (NPS): 

NRIs can invest in the National Pension System (NPS), which 
offers tax benefits under Section 80CCD, but OCI and PIO are 
not eligible. Contributions to NPS are eligible for deductions up 
to INR 1.5 lakh under Section 80C and an additional INR 50,000 
under Section 80CCD(1B). 

Insurance Policies: 

Premiums paid for life insurance policies are eligible for 
deductions under Section 80C, and health insurance premiums are 
deductible under Section 80D. NRIs should choose policies that 
align with their financial goals and risk tolerance. 

Other Investments: 

NRIs can also invest in other financial instruments like ULIPs 
(Unit Linked Insurance Plans), which offer tax benefits under 
Section 80C, and ELSS (Equity Linked Savings Scheme), which 
provide both tax savings and potential for high returns.  

Tax Implications on Various Investment Options 

Understanding the tax implications of different investment 
options is crucial for NRIs to maximize their returns. Here’s a 
detailed look at the tax treatment of various investments: 
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Fixed Deposits: 

• NRO Fixed Deposits: 

Interest is fully taxable at slab rates. TDS is deducted at 30%. 

• NRE and FCNR Fixed Deposits: 

Interest is tax-free, and the entire amount (principal and interest) 
is fully repatriable. 

Mutual Funds: 

• Equity-Oriented Funds: 

Short-term capital gains are taxed at 20%, and long-term 
capital gains above INR 1.25 lacs are taxed at 12.50%. 

• Debt-Oriented Funds: 

This income is always treated as Short-term capital gains are 
taxed at the applicable slab rates. 

Real Estate: 

• Rental Income: 

Taxable after deducting property taxes and a standard deduction 
of 30% for maintenance. 

• Capital Gains: 

Long-term gains are taxed at 12.50%, while short-term gains 
are taxed at the applicable slab rates. 

Equity Investments: 

Short-term capital gains are taxed at 20%, and long-term 
capital gains above INR 1.25 lakh are taxed at12.50%. 

Bonds and Government Securities: 

Interest on specified bonds and government securities may be tax- 
free or taxed at concessional rates. 

Public Provident Fund (PPF): 
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Interest earned is tax-free. 

National Pension System (NPS): 

Contributions are eligible for deductions under Section 80CCD. 

Insurance Policies: 

Premiums paid for life insurance policies are eligible for 
deductions under Section 80C, and health insurance premiums are 
deductible under Section 80D. 

Other Investments: 

ULIPs and ELSS investments are eligible for tax benefits under 
Section 80C. 

Practical Steps for NRIs to Manage Investments 

Open the Right Accounts: 

NRIs should open NRO, NRE, and FCNR accounts based on 
their specific needs. Each account type has different tax 
implications and repatriation rules. 

Stay Compliant with Tax Laws: 

It is crucial for NRIs to stay updated with Indian tax laws and 
ensure compliance. Filing accurate tax returns and paying due 
taxes on time helps avoid penalties. 

Seek Professional Advice: 

Consulting with a financial advisor or tax professional can help 
NRIs navigate complex tax regulations and optimize their 
investment portfolio. 

Diversify Investments: 

Diversification helps manage risk and enhance returns. NRIs 
should consider a mix of fixed deposits, mutual funds, equities, 
real estate, and other investment options. 

Regularly Review and Rebalance Portfolio: 
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Regular reviews and rebalancing ensure that the investment 
portfolio aligns with financial goals and market conditions. 

Understand Repatriation Rules: 

NRIs should be aware of repatriation rules for different accounts 
and investments to efficiently transfer funds between India and 
their country of residence. 

Plan for Currency Fluctuations: 

Investing in FCNR deposits or holding investments in foreign 
currency can help mitigate the impact of currency fluctuations. 

Common Challenges and How to Overcome Them 

Regulatory Changes: 

Tax laws and regulations can change frequently. Staying 
informed through financial news, professional advisors, and 
official updates helps NRIs adapt to these changes. 

Complex Documentation: 

Managing documentation for multiple investments can be 
challenging. Maintaining organized records and using digital 
tools can simplify this process. 

Currency Risk: 

Currency fluctuations can impact investment returns. 
Diversifying investments and using foreign currency accounts can 
help manage this risk. 

Taxation in Multiple Jurisdictions: 

NRIs may face taxation in both India and their country of 
residence. Understanding DTAA provisions and claiming tax 
credits can alleviate this burden. 

Repatriation Restrictions: 

Some investments have repatriation restrictions. NRIs should 
plan their investments considering these restrictions to ensure 
liquidity when needed.  
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Conclusion 

Managing investments as an NRI involves understanding the 
regulatory landscape, tax implications, and optimal strategies to 
maximize returns while ensuring compliance. By diversifying 
investments, staying compliant with tax laws, and seeking 
professional advice, NRIs can effectively manage their financial 
portfolios. Understanding the unique benefits and considerations 
for each investment option allows NRIs to make informed 
decisions and achieve their financial goals. The chapter 8 will 
focus on estate planning and wealth management for NRIs, 
providing insights into securing and growing wealth for future 
generations. 
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CHAPTER 6 

Real Estate and Property Taxation for 
NRIs 

 

Introduction to Real Estate Investments for NRIs 

Real estate has always been a preferred investment avenue for 
Non- Resident Indians (NRIs) due to its potential for 
appreciation, rental income, and emotional value attached to 
owning property in India. However, investing in real estate and 
understanding the associated tax implications requires careful 
planning and awareness of the regulatory environment. This 
chapter explores the key aspects of real estate investments for 
NRIs, including the types of properties they can purchase, the tax 
implications of owning and selling property, and the necessary 
compliance requirements. 

Types of Properties NRIs Can Purchase 

NRIs are allowed to invest in various types of properties in India, 
but there are certain restrictions and guidelines they must follow: 

Residential Properties: 

NRIs can purchase residential properties without any restriction 
on the number of properties. This includes both ready-to-move-in 
properties and under-construction projects. 

Commercial Properties: 

NRIs are also permitted to buy commercial properties, including 
office spaces, shops, and retail outlets. There is no limit on the 
number of commercial properties an NRI can purchase. 

Agricultural Land, Plantation Property, and Farmhouses: 

NRIs are generally not allowed to purchase agricultural land, 
plantation property, or farmhouses. These types of properties can 
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only be acquired through inheritance or as a gift from a resident 
Indian. 

Tax Implications of Owning Property 

Owning property in India comes with several tax implications 
that NRIs must consider: 

Income Tax on Rental Income: 

• Rental income from a property in India is taxable 
under the head "Income from House Property." The 
taxable income is calculated after deducting property 
taxes and a standard deduction of 30% for maintenance. 

• NRIs must report rental income in their Indian tax 
returns and pay tax at the applicable slab rates. TDS 
(Tax Deducted at Source) at 30% is applicable on rental 
income received by NRIs. 

Deductions on Home Loan Interest: 

• NRIs can claim deductions on the interest paid on home 
loans under Section 24(b) of the Income Tax Act. The 
deduction limit is INR 2 lakh per annum for a self-
occupied property. For a rented property, the entire 
interest amount can be deducted. 

• Principal repayment on home loans is eligible for 
deduction under Section 80C, subject to the overall limit 
of INR 1.5 lakh. 

Wealth Tax: 

• Although the wealth tax was abolished in India in 2015, 
NRIs should stay informed about any potential changes 
in tax laws that might impact their property holdings. 

Tax Implications of Selling Property 

When NRIs sell property in India, they are subject to capital gains 
tax. The tax treatment depends on the holding period of the 
property: 
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Short-Term Capital Gains (STCG): 

If the property is sold within 24 months of purchase, the gains are 
considered short-term capital gains. STCG is taxed at the 
applicable slab rates for the NRI. 

Long-Term Capital Gains (LTCG): 

If the property is sold after 24 months of purchase, the gains are 
considered long-term capital gains. LTCG is taxed at 12.50%. 

Calculation of Capital Gains: 

The capital gains are calculated by subtracting the cost of 
acquisition and improvement from the sale proceeds. Expenses 
incurred during the sale, such as brokerage fees and legal charges, 
can also be deducted. 

TDS on Property Sale: 

The buyer of the property is required to deduct TDS at 12.5% on 
the sale consideration for long-term capital gains and at 20% for 
short- term capital gains. The TDS must be deposited with the 
government, and the NRI must file the appropriate tax returns to 
claim any refund if applicable. Surcharge and Cess are also 
applicable. 

Lower Deduction Certificate. 

NRIs can apply for Lower deduction Certificate under Sec 197 to 
the assessing officer and avail a lower TDS to be deducted by the 
buyer. 

Repatriation of Sale Proceeds 

NRIs can repatriate the sale proceeds of a property, subject to 
certain conditions: 

• Repatriation from NRO Account: 

Sale proceeds must be deposited into an NRO (Non- 
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Resident Ordinary) account. NRIs can repatriate up to USD 1 
million per financial year from the NRO account, including all 
other capital account transactions under LRS. 

Necessary Documentation: 

To repatriate funds, NRIs must submit Form 15CA and Form 
15CB (certified by a Chartered Accountant) to the bank, ensuring 
that all taxes on the sale have been paid. 

Conditions for Repatriation: 

The property must have been acquired in accordance with FEMA 
regulations. If the property was acquired using foreign currency 
funds through an NRE or FCNR account, the repatriation can be 
done without any limit, subject to compliance with RBI 
regulations. 

Compliance and Legal Requirements 

NRIs must adhere to various compliance and legal requirements 
when dealing with real estate transactions in India: 

PAN (Permanent Account Number): 

NRIs must have a PAN to carry out property transactions in India. 
This is necessary for filing tax returns and ensuring compliance 
with Indian tax laws. 

Tax Returns: 

NRIs must file income tax returns in India if their income, 
including rental income and capital gains, exceeds the basic 
exemption limit. Filing returns is essential for claiming refunds 
and carrying forward losses. 

Stamp Duty and Registration Charges: 

NRIs must pay stamp duty and registration charges when 
purchasing property in India. The rates vary by state and must be 
paid to complete the property registration process. 

Power of Attorney (POA): 

NRIs can appoint a trusted individual in India 
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to manage property transactions on their behalf through a Power 
of Attorney. The POA should be specific and clearly outline the 
powers granted to the appointed individual.  

Common Mistakes to Avoid 

NRIs should be aware of common mistakes that can lead to 
complications in property transactions: 

Lack of Due Diligence: 

Conduct thorough due diligence before purchasing property. 
Verify the property title, check for any legal disputes, and ensure 
that all necessary approvals are in place. 

Ignoring Tax Implications: 

Understand the tax implications of owning and selling property. 
Failing to account for taxes can result in additional liabilities and 
penalties. 

Not Filing Tax Returns: 

Ensure timely filing of tax returns to report rental income and 
capital gains. Non-compliance can lead to penalties and legal 
issues. 

Improper Documentation: 

Maintain proper documentation for all property transactions, 
including purchase agreements, sale deeds, and tax payment 
receipts. Incomplete or inaccurate documentation can cause legal 
complications. 

Conclusion 

Investing in real estate in India can be a lucrative opportunity for 
NRIs, but it comes with its set of challenges and tax implications. 
Understanding the types of properties NRIs can purchase, the tax 
treatment of rental income and capital gains, and the compliance 
requirements is essential for making informed decisions. By 
conducting due diligence, staying compliant with tax laws, and 
seeking 
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professional advice, NRIs can effectively manage their real estate 
investments and maximize their returns. The next chapter will 
explore the strategies for tax planning and compliance, providing 
insights into optimizing tax liabilities and ensuring adherence to 
Indian tax regulations. 
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CHAPTER 7 

Repatriation of Funds and Tax 
Implications 

 

Introduction to Repatriation of Funds 

For Non-Resident Indians (NRIs), repatriation of funds is an 
essential aspect of managing their financial affairs. Repatriation 
refers to the process of transferring funds from India to another 
country. This chapter covers the various methods and regulations 
governing the repatriation of funds, the tax implications, and 
practical steps to ensure compliance with Indian laws.  

Understanding Repatriation Rules 

Repatriation of funds is governed by the Foreign Exchange 
Management Act (FEMA), which sets out the rules and 
regulations for transferring money across borders. The Reserve 
Bank of India (RBI) oversees the implementation of these rules to 
ensure that all transactions are legal and transparent. Here are the 
key types of accounts that facilitate repatriation: 

NRO (Non-Resident Ordinary) Account: 

The NRO account is primarily used to manage income earned in 
India, such as rent, dividends, pensions, and interest. Funds in 
the NRO account are repatriable up to USD 1 million per 
financial year after payment of applicable taxes. 

NRE (Non-Resident External) Account: 

The NRE account is used to park foreign earnings. Both the 
principal and interest are fully repatriable and tax-free. This 
account is ideal for NRIs who want to transfer their foreign 
income to India and then repatriate it without any restrictions. 

FCNR (Foreign Currency Non-Resident) Account: 
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FCNR accounts are term deposits maintained in foreign currency. 
The principal and interest are fully repatriable and tax-free, 
protecting the funds from currency fluctuations. 

Tax Implications of Repatriation 

Repatriation of funds has several tax implications that NRIs must 
be aware of to ensure compliance with Indian tax laws. Here’s a 
detailed look at the tax aspects of repatriation: 

Tax on Income: 

Income earned in India and deposited in an NRO account, such as 
rent, dividends, and interest, is subject to TDS (Tax Deducted at 
Source). The applicable TDS rates vary depending on the nature 
of the income. 

Interest earned on NRE and FCNR accounts is tax-free, making 
these accounts advantageous for NRIs looking to avoid additional 
tax liabilities. 

Repatriation from NRO Account: 

The principal amount in the NRO account is generally not 
taxable, provided it represents funds that were already taxed or 
exempt from tax in India. 

NRIs must submit Form 15CA and Form 15CB (certified by a 
Chartered Accountant) to the bank when repatriating funds from 
an NRO account to ensure compliance with tax regulations. 

Capital Gains Tax: 

Proceeds from the sale of assets, such as property or securities, 
deposited in an NRO account, are subject to capital gains tax. 
Long- term capital gains are taxed at 12.5%, while short-term 
gains are taxed at the applicable slab rates. 

The repatriation of these proceeds requires the payment of 
applicable capital gains taxes and submission of relevant 
documentation, including Form 15CA and Form 15CB. 
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Double Taxation Avoidance Agreement (DTAA): 

NRIs can leverage DTAA provisions to avoid double taxation on 
repatriated income. DTAA allows NRIs to claim credit for taxes 
paid in India against their tax liabilities in their country of 
residence.  

Practical Steps for Repatriation of Funds 

Documentation: 

Maintain accurate records of all income and investments in India. 
This includes bank statements, property sale documents, and 
certificates of tax payments. 

Ensure that all forms and certificates required for repatriation 
(Form 15CA and Form 15CB) are accurately filled out and 
submitted to the bank. 

Compliance with FEMA: 

Ensure that the repatriation of funds complies with FEMA 
regulations. This includes adhering to the USD 1 million per 
financial year limit for repatriation from NRO accounts and 
ensuring that funds in NRE and FCNR accounts are legitimately 
earned abroad. 

Consult with Professionals: 

Engage with tax advisors and Chartered Accountants who 
specialize in NRI taxation and repatriation. They can provide 
guidance on tax- efficient repatriation strategies and ensure 
compliance with all regulatory requirements. 

Use Banking Channels: 

Use authorized banking channels for repatriation to ensure that 
the transactions are legal and transparent. Banks will facilitate the 
repatriation process and ensure that all necessary documentation 
is in place. 
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Pay Applicable Taxes: 

Calculate and pay all applicable taxes on income and capital gains 
before repatriating funds. Ensure that the tax payments are 
documented, and tax certificates are obtained. Bank may also 
deduct TCS for remittances above Rs 7 lakhs depending on the 
purpose of remittance, which can be claimed back by filing Tax 
Return. 

Common Mistakes and How to Avoid Them 

Exceeding Repatriation Limits: 

Repatriating more than the permissible limit from NRO accounts 
can lead to regulatory issues. Adhere to the USD 1 million per 
financial year limit and plan repatriation accordingly. 

Ignoring Tax Implications: 

Failing to account for tax implications can result in additional tax 
liabilities and penalties. Understand the tax treatment of different 
types of income and consult with tax professionals to ensure 
compliance. 

Using Unofficial Channels: 

Using unofficial or unauthorized channels for repatriation can lead 
to legal complications and penalties. Always use authorized 
banking channels to ensure that the repatriation is legal and 
transparent. 

Incorrect Documentation: 

Incomplete or incorrect documentation can delay the repatriation 
process and result in penalties. Ensure that all forms and 
certificates are accurately filled out and submitted on time. 

Leveraging DTAA for Tax Efficiency 

NRIs can leverage Double Taxation Avoidance Agreements 
(DTAA) to optimize their tax liabilities when repatriating funds. 
Here’s how DTAA can be beneficial: 
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Claiming Tax Credits: 

NRIs can claim credit for taxes paid in India against their tax 
liabilities in their country of residence. This helps avoid double 
taxation and reduces the overall tax burden. 

Reduced Tax Rates: 

DTAA often provides for reduced tax rates on certain types of 
income, such as interest, dividends, and royalties. NRIs should 
familiarize themselves with the DTAA provisions relevant to 
their country of residence. 

Filing Requirements: 

To claim DTAA benefits, NRIs must obtain a Tax Residency 
Certificate (TRC) from their country of residence and submit it 
along with Form 10F and a self-declaration to the Indian tax 
authorities  

Conclusion 

Repatriation of funds is a critical aspect of managing finances for 
NRIs, involving a thorough understanding of regulatory 
requirements and tax implications. By adhering to FEMA 
regulations, maintaining accurate documentation, and leveraging 
DTAA provisions, NRIs can efficiently and legally repatriate 
their funds while minimizing tax liabilities. Consulting with tax 
professionals and using authorized banking channels further 
ensures compliance and smooth transactions. The next chapter 
will explore estate planning and wealth management strategies, 
providing insights into securing and growing wealth for future 
generations. 
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CHAPTER 8 

Estate Planning and Wealth 
Management for NRIs 

 

Introduction to Estate Planning and Wealth Management 

Estate planning and wealth management are crucial components 
of financial planning, particularly for Non-Resident Indians 
(NRIs) who have assets and interests in multiple jurisdictions. 
Effective estate planning ensures that your wealth is preserved, 
managed, and transferred according to your wishes, while wealth 
management focuses on growing and protecting your assets. This 
chapter explores the strategies and considerations NRIs should 
keep in mind to optimize estate planning and wealth management.  

Importance of Estate Planning for NRIs 

Estate planning is essential for NRIs due to the complexity of 
managing assets spread across different countries. Here are some 
key reasons why estate planning is critical: 

Legal Clarity and Compliance: 

Ensures that your estate is distributed according to your wishes 
and complies with the legal requirements of each jurisdiction. 

Avoids potential legal disputes among heirs and beneficiaries. 

Tax Efficiency: 

Proper estate planning can minimize estate taxes, inheritance 
taxes, and other taxes that might apply in different jurisdictions. 

Utilizes available exemptions, deductions, and credits to reduce 
the overall tax burden. 
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Asset Protection: 

Protects your assets from potential creditors, lawsuits, and 
other risks. 

Ensures that your wealth is preserved for future generations. 

Smooth Transfer of Wealth: 

Facilitates the smooth transfer of wealth to your heirs 
and beneficiaries without unnecessary delays or complications. 

Ensures that your family and dependents are financially secure 
after your demise.  

Key Components of Estate Planning 

Wills: 

A will is a legal document that specifies how your assets should 
be distributed after your death. It names an executor to manage 
the estate and distribute assets according to your wishes. 

NRIs should have a will in each country where they hold 
significant assets to ensure local compliance and avoid conflicts. 

Trusts: 

Trusts are legal arrangements where a trustee holds and manages 
assets on behalf of beneficiaries. Trusts can be used for various 
purposes, including tax planning, asset protection, and providing 
for dependents. 

NRIs can set up domestic or offshore trusts depending on their 
specific needs and jurisdictions involved. 

Power of Attorney (POA): 

A POA grants authority to a designated person to manage 
your financial affairs in your absence or if you become 
incapacitated. 

NRIs should have a POA in each country where they hold assets 
to ensure that their affairs are managed smoothly. 

Living Wills and Healthcare Directives: 
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Living wills and healthcare directives specify your wishes 
regarding medical treatment and end-of-life care. 

These documents ensure that your healthcare preferences are 
respected even if you are unable to communicate them. 

Nomination and Beneficiary Designation: 

Ensure that nominations and beneficiary designations on financial 
accounts, insurance policies, and retirement plans are up-to-date 
and align with your overall estate plan. 

These designations often supersede wills, making it crucial to 
keep them current.  

Wealth Management Strategies for NRIs 

Effective wealth management involves growing and protecting 
your assets through careful planning and investment. Here are 
some strategies that NRIs can use to manage their wealth 
effectively: 

Diversification: 

Diversifying your investment portfolio across different asset 
classes (stocks, bonds, real estate, etc.) and geographies can help 
manage risk and enhance returns. 

NRIs should consider diversifying both within India and 
internationally to balance exposure and leverage opportunities 
globally. 

Tax-Efficient Investing: 

Utilize tax-advantaged accounts and investment vehicles to 
minimize tax liabilities. For instance, NRIs can invest in NRE 
and FCNR accounts, which offer tax-free interest income. 

Consider the tax implications of investments in both the country 
of residence and India to optimize after-tax returns. 

Regular Portfolio Review and Rebalancing: 

Regularly review and rebalance your investment portfolio to 
ensure it aligns with your financial goals and risk tolerance. 
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Rebalancing helps maintain the desired asset allocation and 
can enhance portfolio performance over time. 

Risk Management: 

Implement risk management strategies such as insurance 
coverage (life, health, property) to protect against unforeseen 
events. 

Consider currency hedging to mitigate the impact of currency 
fluctuations on your international investments. 

Retirement Planning: 

Plan for retirement by setting clear goals and estimating the 
required savings to achieve those goals. 

NRIs can invest in retirement plans in both their country of 
residence and India, such as the National Pension System (NPS) 
and other pension schemes. 

Estate Tax Planning: 

Understand the estate tax laws in your country of residence and 
India. Implement strategies to minimize estate taxes, such as 
gifting assets during your lifetime and utilizing trusts. 

Take advantage of available exemptions, deductions, and credits 
to reduce the overall tax burden on your estate.  

Cross-Border Estate Planning Considerations 

NRIs face unique challenges in estate planning due to their cross- 
border presence. Here are some key considerations for cross-
border estate planning: 

Jurisdictional Differences: 

Different countries have different laws governing estate planning, 
inheritance, and taxation. NRIs must ensure that their estate plan 
complies with the legal requirements of each jurisdiction. 

Seek legal and tax advice from professionals with expertise in 
cross- border estate planning to navigate these complexities. 
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Double Taxation Treaties: 

Leverage double taxation treaties (DTAAs) between India and 
other countries to avoid double taxation on your estate. 

Understand the provisions of relevant DTAAs and claim available 
tax credits and exemptions. 

Foreign Exchange Regulations: 

Be aware of foreign exchange regulations that govern the transfer 
of assets across borders. Comply with the requirements of the 
Foreign Exchange Management Act (FEMA) in India and 
equivalent regulations in other countries. 

Plan your asset transfers carefully to avoid regulatory hurdles and 
penalties.  

Global Mobility: 

Consider the impact of your global mobility on your estate plan. 
Frequent moves between countries can complicate estate 
planning, making it essential to update your plan regularly. 

Ensure that your estate plan is flexible enough to accommodate 
changes in residency and asset location.  

Practical Steps for NRIs to Implement Estate Planning and 
Wealth Management 

Conduct a Comprehensive Financial Assessment: 

Assess your current financial situation, including assets, 
liabilities, income, and expenses. Identify your financial goals 
and objectives. 

Create a detailed inventory of your assets, including those in 
India and abroad, possibly a personal Balance sheet. 

Develop a Holistic Estate Plan: 

Work with legal and financial advisors to develop a 
comprehensive estate plan that addresses your unique needs and 
circumstances. 
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Ensure that your plan includes wills, trusts, POAs, living 
wills, and beneficiary designations. 

Stay Informed and Updated: 

Keep yourself informed about changes in tax laws, estate 
planning regulations, and investment opportunities in India and 
your country of residence. 

Regularly review and update your estate plan and investment 
strategy to reflect changes in your financial situation and goals. 

Engage Professional Advisors: 

Engage the services of experienced legal, tax, and financial 
advisors with expertise in cross-border estate planning and wealth 
management. 

Ensure that your advisors are well-versed in the regulations and 
requirements of both India and your country of residence. 

Communicate with Your Family: 

Discuss your estate plan with your family members and 
beneficiaries. Ensure they understand your wishes and the reasons 
behind your decisions. 

Provide your family with access to important documents and 
contact information for your advisors.  

Plan for Contingencies: 

Include contingency plans in your estate plan to address 
unforeseen events such as incapacity or sudden changes in 
financial circumstances. 

Ensure that your POAs and healthcare directives are 
comprehensive and up-to-date.  

Common Mistakes to Avoid in Estate Planning and Wealth 
Management 
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Procrastination: 

Delaying estate planning can lead to complications and 
unintended consequences. Start planning early to ensure your 
wishes are respected and your assets are protected. 

Inadequate Documentation: 

Failing to maintain proper documentation can lead to disputes and 
legal challenges. Ensure that all estate planning documents are 
accurate, complete, and legally valid. 

Ignoring Tax Implications: 

Overlooking tax implications can result in a significant financial 
burden on your estate and beneficiaries. Understand and plan for 
tax liabilities in both India and your country of residence. 

Lack of Professional Advice: 

Estate planning and wealth management are complex areas that 
require professional expertise. Avoid attempting to manage these 
tasks without professional Advice. 

Failure to Update the Plan: 

Life events such as marriage, divorce, birth of children, or 
changes in financial status can isssmpact your estate plan. 
Regularly review and update your plan to reflect these changes.  

Conclusion 

Estate planning and wealth management are critical for NRIs to 
ensure the preservation, growth, and smooth transfer of their 
wealth. By understanding the key components of estate planning, 
leveraging effective wealth management strategies, and 
addressing cross-border considerations, NRIs can achieve their 
financial goals and secure their legacy. Engaging professional 
advisors, staying informed, and maintaining clear communication 
with family members are essential steps in this process. The next 
chapter will delve into common tax mistakes NRIs make and how 
to avoid them, providing practical tips and insights to ensure 
compliance and optimize tax outcomes. 
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CHAPTER 9  

Common Tax Mistakes and How to 
Avoid Them 

 

Introduction 

Navigating the complexities of tax compliance can be challenging 
for Non-Resident Indians (NRIs). Due to their unique financial 
situations involving cross-border income, investments, and 
regulatory requirements, NRIs are prone to making tax mistakes 
that can lead to significant penalties and financial setbacks. This 
chapter outlines the common tax mistakes NRIs make and 
provides practical strategies to avoid them, ensuring compliance 
and optimizing tax outcomes. 

Common Tax Mistakes NRIs Make 

Incorrect Determination of Residency Status: 

One of the most fundamental aspects of tax compliance for NRIs 
is accurately determining their residency status. The number of 
days spent in India during a financial year determines whether an 
individual is a resident or a non-resident for tax purposes. 

Mistake: Misjudging residency status can lead to incorrect tax 
filings and liabilities. For instance, spending more than 182 days 
in India might classify an NRI as a resident, subjecting their 
global income to Indian taxes. 

Solution: Keep meticulous records of your travel dates and 
consult with a NRI tax professional to accurately determine your 
residency status. 

Failure to Report All Income: 
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NRIs often have multiple sources of income, including salaries, 
rental income, interest, dividends, and capital gains. It is crucial 
to report all these incomes in their Indian tax returns. 

Mistake: Not reporting all income can lead to penalties and 
interest charges. Some NRIs may mistakenly believe that income 
earned outside India is not taxable in India. 

Solution: Ensure comprehensive reporting of all Indian-sourced 
income. Utilize Form 26AS to verify the income details that have 
been reported to the tax authorities. 

Ignoring Double Taxation Avoidance Agreement (DTAA) 
Benefits: 

India has signed DTAAs with various countries to prevent the 
double taxation of the same income. These agreements provide 
relief in the form of tax credits or exemptions. 

Mistake: Many NRIs fail to claim DTAA benefits, resulting in 
paying taxes on the same income in both countries. 

Solution: Understand the provisions of the DTAA between India 
and your country of residence. Obtain a Tax Residency 
Certificate (TRC) and submit Form 10F and a self-declaration to 
claim DTAA benefits. 

Incorrect Tax Deducted at Source (TDS) Rates: 

NRIs are subject to TDS on various types of income such as 
salaries, interest, and rental income. The rates differ for residents 
and non- residents. 

Mistake: Applying incorrect TDS rates can result in 
underpayment or overpayment of taxes. Overpayment can tie up 
funds unnecessarily, while underpayment can attract penalties. 

Solution: Ensure that the correct TDS rates are applied by 
informing payers of your NRI status and providing necessary 
documentation, such as PAN and NRI-specific forms. 
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Delays in Advance Tax Payment: 

NRIs with significant income from sources like capital gains, 
rent, or interest are required to pay advance tax in instalments. 

Mistake: Failing to pay advance tax on time can lead to interest 
penalties under Sections 234B and 234C. 

Solution: Calculate your advance tax liability accurately and pay 
it in the prescribed instalments to avoid interest penalties. 

Overlooking Deductions and Exemptions: 

Indian tax laws provide various deductions and exemptions that 
can significantly reduce taxable income. 

Mistake: NRIs often overlook these benefits, resulting in higher 
tax liabilities. 

Solution: Familiarize yourself with deductions available under 
Sections 80C, 80D, 80E, and others. Claim all eligible deductions 
to optimize your tax liability. 

Improper Handling of Capital Gains: 

Capital gains from the sale of assets such as property, stocks, and 
mutual funds are subject to specific tax treatments. 

Mistake: Misclassifying capital gains (short-term vs. long-term). 
Solution: Understand the holding period requirements and tax 
rates for short-term and long-term capital gains. 

Inadequate Documentation: 

Proper documentation is essential for accurate tax filings and in 
case of scrutiny by tax authorities. 

Mistake: Inadequate or incomplete documentation can lead to 
challenges in proving income, deductions, and tax payments. 

Solution: Maintain comprehensive records of all income, 
expenses, investments, and tax payments. Keep copies of Form 
16A, Form 26AS, investment proofs, and other relevant 
documents. 
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Not Filing Tax Returns: 

NRIs must file tax returns in India if their income exceeds the 
basic exemption limit. 

Mistake: Failing to file tax returns can result in penalties and 
difficulties in claiming refunds or carrying forward losses. 

Solution: Ensure timely filing of tax returns using the Income 
Tax Department’s e-filing portal. Keep track of filing deadlines 
and ensure compliance. Else engage a NRI tax advisor to do on 
your behalf. 

Improper Repatriation of Funds: 

Repatriating funds from India to another country involves 
adherence to FEMA regulations and tax compliance. 

Mistake: Improper repatriation can lead to legal issues and 
penalties. 

Solution: Follow the guidelines for repatriation from NRO, NRE, 
and FCNR accounts. Ensure all necessary documentation and tax 
payments are completed before repatriation. 

Practical Strategies to Avoid Tax Mistakes 

Consult with Tax Professionals: 

Engage the services of Chartered Accountants or tax advisors 
who specialize in NRI taxation. They can provide expert guidance 
on compliance and tax planning. 

Stay Updated on Tax Laws: 

Tax laws and regulations can change frequently. Stay informed 
about updates and amendments that may affect your tax liabilities 
and compliance requirements. 

Use Technology: 

Leverage online tools and software to manage your finances, 
track income and expenses, and file tax returns. The Income Tax 
Department’s e-filing portal is a valuable resource for accurate 
and timely filings. 
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Plan for Taxes: 

Proactive tax planning can help optimize your tax liabilities. Plan 
your investments and income to take advantage of available 
deductions, exemptions, and DTAA benefits. 

Maintain Accurate Records: 

Keep meticulous records of all financial transactions, income, and 
tax payments. Organized documentation simplifies the tax filing 
process and provides evidence in case of audits. 

Review and Reconcile: 

Regularly review and reconcile your financial statements, bank 
accounts, and tax filings. Ensure that all income is reported 
correctly, and all tax payments are accounted for. Suggest 
Personal Accounting as best Practice. 

Educate Yourself: 

Gain a basic understanding of Indian tax laws and the specific 
provisions that apply to NRIs. This knowledge will help you 
make informed decisions and avoid common pitfalls. 

Timely Compliance: 

Adhere to all tax filing and payment deadlines. Timely 
compliance helps avoid penalties and interest charges.  

Conclusion 

NRIs face unique challenges in tax compliance due to their cross- 
border financial activities and regulatory requirements. By being 
aware of common tax mistakes and implementing practical 
strategies to avoid them, NRIs can ensure compliance, optimize 
tax liabilities, and avoid penalties. Consulting with tax 
professionals, staying informed about tax laws, using technology, 
and maintaining accurate records are essential steps in managing 
tax responsibilities effectively. 
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CHAPTER 10 

FEMA ( Foreign Exchange Management 
Act ) and Its Relevance to NRIs 

 

Introduction to FEMA 

The Foreign Exchange Management Act (FEMA), enacted in 
1999, is a critical piece of legislation that governs the flow of 
foreign exchange into and out of India. FEMA's primary 
objective is to facilitate external trade and payments, and to 
promote the orderly development and maintenance of the foreign 
exchange market in India. For Non-Resident Indians (NRIs), 
FEMA is particularly relevant as it outlines the rules and 
regulations regarding the acquisition, holding, transfer, and 
repatriation of foreign exchange and foreign assets. This chapter 
provides an in-depth look at FEMA, its provisions, and how it 
affects NRIs. 

Objectives and Scope of FEMA 

FEMA aims to: 

Facilitate External Trade and Payments: 

Promote smooth international trade by regulating foreign 
exchange transactions. 

Ensure that foreign exchange dealings comply with the 
legal framework to support economic stability. 

Maintain Foreign Exchange Market Orderliness: 

Establish guidelines to manage and maintain the foreign 
exchange market in India. 
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Prevent unauthorized transactions and promote transparency in 
foreign exchange dealings. 

Encourage the Development of Foreign Exchange Market: 

Support the growth and development of a regulated 
foreign exchange market to foster economic growth. 

Key Provisions of FEMA for NRIs 

FEMA outlines specific regulations for NRIs concerning their 
financial transactions in India. Here are some critical provisions: 

Types of Accounts: 

NRO (Non-Resident Ordinary) Account: 

Used to manage income earned in India, such as rent, dividends, 
and pension. Funds in NRO accounts are subject to tax in India 
and are repatriable up to USD 1 million per financial year. 

NRE (Non-Resident External) Account: 

Used to park foreign earnings. Both principal and interest are 
fully repatriable and tax-free. NRE accounts are ideal for NRIs 
who want to transfer their foreign income to India and repatriate it 
without any restrictions. 

FCNR (Foreign Currency Non-Resident) Account: 

Term deposits maintained in foreign currency. Principal and 
interest are fully repatriable and tax-free, providing protection 
against currency fluctuations. 

Investment in Property: 

NRIs are allowed to invest in residential and commercial 
properties in India without any restriction on the number of 
properties. 

Purchase of agricultural land, plantation property, or farmhouses 
is generally not permitted for NRIs unless acquired through 
inheritance or as a gift. 

Repatriation of Sale Proceeds: 
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Proceeds from the sale of property must be deposited in an NRO 
account. NRIs can repatriate up to USD 1 million per financial 
year from their NRO account, provided applicable taxes have 
been paid. 

If the property was acquired using funds from an NRE or FCNR 
account or by remittance from abroad, the sale proceeds can be 
repatriated without any limit, subject to FEMA regulations. 

Investment in Securities: 

NRIs can invest in shares and convertible debentures of Indian 
companies through the Portfolio Investment Scheme (PIS), subject 
to certain conditions and limits. 

Investments in government securities, National Savings 
Certificates, and other specified schemes are also permitted under 
FEMA. 

Remittances: 

NRIs are allowed to remit current income such as rent, 
dividend, pension, interest, etc., after payment of applicable taxes. 

Remittances from an NRE or FCNR account are freely 
repatriable, while those from an NRO account are subject to a cap 
of USD 1 million per financial year. 

Compliance and Reporting Requirements 

Annual Filing: 

NRIs must comply with annual filing requirements for 
repatriation transactions exceeding specified limits. This includes 
filing Form 15CA and obtaining a certificate from a Chartered 
Accountant (Form 15CB) to certify that taxes have been duly 
paid. 

Declaration of Foreign Assets: 

NRIs must declare their foreign assets and liabilities in their 
annual tax returns in India, ensuring transparency and compliance 
with FEMA. 



85 

 

 

Documentation: 

Maintain accurate records of all foreign exchange transactions, 
including investment proofs, property purchase documents, and 
tax payment receipts. Proper documentation is crucial for 
compliance and in case of scrutiny by regulatory authorities. 

Adherence to RBI Guidelines: 

NRIs must adhere to the guidelines issued by the Reserve Bank of 
India (RBI) concerning foreign exchange transactions. This 
includes limits on investments, repatriation, and remittances. 

Penalties for Non-Compliance 

Non-compliance with FEMA regulations can lead to severe 
penalties, including fines and imprisonment. Here are some 
potential consequences: 

Monetary Penalties: 

Violations of FEMA regulations can attract monetary penalties up 
to three times the sum involved in the contravention or INR 2 
lakh, whichever is higher. If the violation is ongoing, an 
additional penalty of INR 5,000 per day may be imposed. 

Imprisonment: 

In cases of serious contraventions, the individual involved may 
face imprisonment up to two years, along with monetary fines. 

Seizure of Assets: 

The Enforcement Directorate (ED) has the authority to seize 
assets and properties involved in FEMA violations until penalties 
are paid and compliance is restored. 

Practical Steps for NRIs to Ensure Compliance 

Consult with Experts: 
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Engage with legal and tax advisors specializing in FEMA 
regulations to ensure that all transactions comply with the law. 

 

Regular Audits: 

Conduct regular audits of your financial transactions to identify 
any potential non-compliance issues and rectify them promptly. 

Stay Informed: 

Keep abreast of updates and changes in FEMA regulations by 
subscribing to official notifications from the RBI and other 
regulatory bodies. 

Proper Documentation: 

Maintain thorough documentation of all foreign exchange 
transactions, investments, and repatriations to ensure transparency 
and compliance. 

Timely Filings: 

Ensure timely filing of all required forms and documents, such as 
Form 15CA and Form 15CB, to avoid penalties and ensure 
smooth repatriation processes. 

Future Trends and Changes in FEMA 

Digital Transformation: 

The RBI is increasingly leveraging technology to streamline 
compliance processes and enhance monitoring capabilities. 
Digital platforms for reporting and compliance are likely to 
become more prevalent. 

Simplification of Procedures: 

Efforts are underway to simplify FEMA procedures, making it 
easier for NRIs to comply with regulations. This includes 
reducing paperwork and providing clearer guidelines. 

Enhanced Transparency: 
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Increased emphasis on transparency and reporting is expected, 
with stricter regulations to prevent money laundering and ensure 
the legitimacy of foreign exchange transactions. 

 

Global Cooperation: 

As global financial markets become more interconnected, 
cooperation between regulatory authorities across countries will 
likely increase, leading to more standardized and stringent 
compliance requirements.  

Conclusion 

FEMA plays a crucial role in regulating foreign exchange 
transactions and ensuring the orderly development of the foreign 
exchange market in India. For NRIs, understanding and 
complying with FEMA regulations is essential to avoid penalties 
and ensure smooth financial operations. By staying informed 
about the provisions of FEMA, maintaining accurate 
documentation, and consulting with experts, NRIs can navigate 
the complexities of foreign exchange management effectively. 
The next chapter will provide practical case studies illustrating 
how NRIs have successfully managed their financial transactions 
in compliance with FEMA, offering valuable lessons and insights 
for effective financial planning and compliance. 
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CHAPTER 11 

RBI Rules Relevant to NRIs 

 

Introduction to RBI Rul e s  for  NRIs  

The Reserve Bank of India (RBI) plays a crucial role in 
regulating and facilitating the financial activities of Non-Resident 
Indians (NRIs). Through various guidelines and notifications, the 
RBI ensures that NRIs can engage in financial transactions in 
India while maintaining compliance with Indian laws. This 
chapter provides an in-depth exploration of the key RBI rules and 
regulations relevant to NRIs, covering topics such as bank 
accounts, investments, loans, and repatriation of funds.  

Types of Bank Accounts for NRIs 

The RBI has outlined specific types of bank accounts that NRIs 
can maintain in India to manage their financial transactions. 
These accounts are designed to cater to the unique needs of NRIs, 
offering flexibility in handling foreign and Indian currency. 

Non-Resident External (NRE) Account: 

Purpose: 

The NRE account is primarily used to park foreign earnings. It 
allows NRIs to maintain funds in Indian rupees while ensuring 
full repatriability of both principal and interest. 

Features: 

• Funds are freely repatriable. 

• Interest earned is tax-free in India. 

• Accounts can be opened as savings, current, recurring, 
or fixed deposits. 
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Use Cases: Ideal for NRIs who want to remit their foreign 
income to India and repatriate it without any restrictions. 

• Non-Resident Ordinary (NRO) Account: 

Purpose: 

The NRO account is used to manage income earned in India, such 
as rent, dividends, pension, and interest. 

Features: 

• Funds are repatriable up to USD 1 million per financial 
year after payment of applicable taxes. 

• Interest earned is subject to Indian taxes. 

• Accounts can be opened as savings, current, recurring, 
or fixed deposits. 

Use Cases: Suitable for NRIs who have income sources in India 
and need a local account to manage these funds. 

• Foreign Currency Non-Resident (FCNR) Account: 

Purpose: 

The FCNR account is a term deposit account maintained in 
foreign currency, protecting against currency fluctuations. 

Features: 

• Funds are fully repatriable. 

• Interest earned is tax-free in India. 

• Deposits can be made in permitted foreign currencies 
such as USD, GBP, EUR, etc. 

• Use Cases: Best for NRIs who want to invest their 
foreign earnings in foreign currency to avoid exchange 
rate risks 

Investment Regulations for NRIs 
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The RBI has established guidelines to facilitate and regulate 
investments by NRIs in India. These regulations cover a range of 
investment avenues, ensuring that NRIs can participate in the 
Indian economy while maintaining compliance with Indian laws. 

Equity and Debt Investments: 

Portfolio Investment Scheme (PIS): 

NRIs can invest in shares and convertible debentures of Indian 
companies under the PIS, subject to certain conditions and limits. 

Investments can be made through designated bank 
branches authorized by the RBI. 

Mutual Funds: 

NRIs can invest in mutual fund schemes in India, including 
equity- oriented and debt-oriented funds. 

Investments can be made through NRE or NRO accounts. 

Government Securities and Bonds: 

NRIs can invest in government securities, National Savings 
Certificates (NSCs), and other specified schemes. 

Investments can be made through NRE or FCNR accounts. 

Real Estate Investments: 

NRIs can purchase residential and commercial properties in India 
without any restriction on the number of properties. 

Purchase of agricultural land, plantation property, or farmhouses 
is generally not permitted, unless acquired through inheritance or 
as a gift. 

Borrowing and Lending Regulations for NRIs 

The RBI has outlined specific regulations for borrowing and 
lending transactions involving NRIs, ensuring transparency and 
compliance with Indian laws. 
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Loans to NRIs: 

Purpose: Loans can be availed for various purposes, including 
purchasing property, personal needs, and education. 

Sources: 

Loans can be availed from banks, financial institutions, and 
housing finance companies registered with the National Housing 
Bank (NHB).  

Security: 

Loans can be secured by mortgage of immovable property, 
hypothecation of assets, or by the assignment of insurance 
policies. 

Loans Against NRE/FCNR Deposits: 

NRIs can avail loans against the security of their NRE/FCNR 
deposits for personal or bussssiness purposes. 

Loans can be availed in Indian rupees or foreign currency. 

Repayment of Loans: 

Repayment of loans can be made through remittances from 
abroad, debit to NRE/FCNR accounts, or out of the sale proceeds 
of securities or immovable property. 

Repatriation of Funds 

Repatriation refers to the transfer of funds from India to another 
country. The RBI has set guidelines to facilitate the smooth 
repatriation of funds by NRIs, ensuring compliance with FEMA 
regulations. 

Repatriation from NRO Account: 

NRIs can repatriate up to USD 1 million per financial year from 
their NRO account, subject to payment of applicable taxes. 

Necessary documentation, including Form 15CA and Form 
15CB, must be submitted to the bank to ensure compliance. 

Repatriation of Sale Proceeds: 
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Proceeds from the sale of property must be deposited into an 
NRO account. NRIs can repatriate the sale proceeds up to USD 1 
million per financial year, provided the property was acquired in 
accordance with FEMA regulations. 

If the property was acquired using funds from an NRE or FCNR 
account, the sale proceeds can be repatriated without any limit. 

Inheritance and Gifts: 

NRIs can freely repatriate funds received as inheritance or 
gifts, provided necessary documentation and tax compliance are 
in place. 

Compliance and Reporting Requirements 

Compliance with RBI regulations involves adhering to reporting 
requirements and maintaining proper documentation for all 
financial transactions. Key reporting requirements include: 

Annual Return on Foreign Liabilities and Assets (FLA): 

Applicable only to those who accept Foreign Investment in 
India & not to the investing NRI 

NRIs with foreign assets or liabilities must file the FLA return 
annually to the RBI. This return provides details of foreign direct 
investment (FDI) and overseas direct investment (ODI) positions. 

Form 15CA and Form 15CB: 

These forms must be submitted for repatriation of funds 
exceeding specified limits. Form 15CA is a declaration of 
remittance, while Form 15CB is a certificate from a Chartered 
Accountant ensuring that taxes have been paid. 

Know Your Customer (KYC) Compliance: 

NRIs must ensure KYC compliance for all bank accounts and 
financial transactions. This involves submitting proof of identity, 
address, and other relevant documents as required by the bank. 
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Penalties for Non-Compliance 

Non-compliance with RBI regulations can lead to severe 
penalties, including fines and imprisonment. Penalties for non-
compliance include: 

Monetary Penalties: 

Violations of RBI regulations can attract monetary penalties up to 
three times the sum involved in the contravention or INR 2 lakh, 
whichever is higher. Additional penalties may be imposed for 
ongoing violations. 

Seizure of Assets: 

The Enforcement Directorate (ED) has the authority to seize 
assets and properties involved in regulatory violations until 
penalties are paid and compliance is restored. 

Imprisonment: 

Serious contraventions may result in imprisonment up to two 
years, along with monetary fines. 

Practical Steps for NRIs to Ensure Compliance 

Engage with Experts: 

Consult with legal and financial advisors specializing in 
RBI regulations to ensure compliance with all applicable laws. 

Regular Audits: 

Conduct regular audits of financial transactions to identify 
potential non-compliance issues and rectify them promptly. 

Stay Informed: 

Keep abreast of updates and changes in RBI regulations 
by subscribing to official notifications and updates. 

Proper Documentation: 

Maintain thorough documentation of all financial transactions, 
investments, and repatriations to ensure transparency and 
compliance. 



94 

Timely Filings: 

Ensure timely filing of all required forms and documents to avoid 
penalties and ensure smooth financial operations. 

Future Trends and Changes in RBI Regulations 

Digital Transformation: 

The RBI is increasingly leveraging technology to streamline 
compliance processes and enhance monitoring capabilities. 
Digital platforms for reporting and compliance are likely to 
become more prevalent. 

Simplification of Procedures: 

Efforts are underway to simplify RBI procedures, making it easier 
for NRIs to comply with regulations. This includes reducing 
paperwork and providing clearer guidelines. 

Enhanced Transparency: 

Increased emphasis on transparency and reporting is expected, 
with stricter regulations to prevent money laundering and ensure 
the legitimacy of financial transactions. 

Global Cooperation: 

As global financial markets become more interconnected, 
cooperation between regulatory authorities across countries will 
likely increase, leading to more standardized and stringent 
compliance requirements.  

Conclusion  

The RBI plays a vital role in regulating and facilitating the 
financial activities of NRIs, ensuring compliance with Indian 
laws and promoting the orderly development of the financial 
market. Understanding and adhering to RBI regulations is crucial 
for NRIs to avoid penalties and ensure smooth financial 
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operations. By staying informed about the provisions of RBI, 
maintaining accurate documentation, and consulting with experts, 
NRIs can navigate the complexities of financial transactions 
effectively.  

  



96 

 

CHAPTER 12 

Future Trends and Changes in NRI 
Taxation 

 

Introduction 

The landscape of taxation is continually evolving, driven by 
changes in economic policies, international agreements, 
technological advancements, and regulatory updates. For Non-
Resident Indians (NRIs), staying informed about future trends 
and potential changes in tax laws is crucial for effective financial 
planning and compliance. This chapter explores the anticipated 
trends and changes in NRI taxation, providing insights into how 
these developments might impact NRIs and their financial 
strategies.   

Global Economic Shifts and Their Impact on NRI Taxation  

Increased Global Mobility: 

 As globalization continues, the number of NRIs is expected to 
rise, leading to more complex tax scenarios. Increased global 
mobility means NRIs will have to navigate multiple tax 
jurisdictions, making it essential to stay updated on both Indian 
and international tax laws. 

 Impact: NRIs may face more stringent reporting requirements 
and greater scrutiny from tax authorities to prevent tax evasion 
and ensure compliance. 

Digital Economy and E-Commerce: 

 The digital economy and the rise of e-commerce have changed 
how income is generated and reported. With more NRIs engaging 
in digital businesses, online freelancing, and e-commerce, tax 
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authorities are likely to introduce new regulations to address the 
unique challenges posed by these income sources. 

 Impact: NRIs involved in digital businesses may need to 
comply with new tax reporting requirements and ensure proper 
documentation of online transactions.  

Technological Advancements in Tax Administration  

Automation and Artificial Intelligence (AI): 

 Tax authorities worldwide are increasingly adopting automation 
and AI to streamline tax administration, improve compliance, and 
detect discrepancies. These technologies can analyze vast 
amounts of data, identify patterns, and flag potential non-
compliance. 

 Impact: NRIs can expect faster processing of tax returns, 
quicker resolutions of disputes, and more accurate tax 
assessments. However, they will also need to ensure meticulous 
record-keeping (suggest Personal Accounting) to avoid issues 
flagged by automated systems. 

Blockchain Technology: 

 Blockchain technology offers secure and transparent ways to 
track financial transactions and assets. Governments are exploring 
blockchain for its potential to enhance tax compliance and reduce 
fraud. 

 Impact: NRIs might see the implementation of blockchain in 
tax reporting, providing more transparency and security in their 
financial transactions. 

Regulatory Changes and International Agreements   

OECD’s Base Erosion and Profit Shifting (BEPS) Initiative: 

 The OECD's BEPS initiative aims to address tax avoidance 
strategies that exploit gaps and mismatches in tax rules. The 
initiative focuses on ensuring that profits are taxed where 
economic activities generating the profits are performed and 
where value is created. 
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 Impact: NRIs with business interests in multiple countries may 
face changes in how their income is taxed. Compliance with 
BEPS guidelines will require careful structuring of international 
transactions and thorough documentation. 

Common Reporting Standard (CRS): 

 The CRS, developed by the OECD, requires jurisdictions to 
obtain information from their financial institutions and 
automatically exchange that information with other jurisdictions 
annually. This standard aims to combat tax evasion through 
increased transparency. 

 Impact: NRIs will need to ensure that their global income and 
assets are accurately reported to avoid discrepancies that could 
lead to penalties. 

India’s Evolving Tax Policies: 

 India is continuously updating its tax policies to align with 
global standards and address domestic economic needs. Recent 
changes include the introduction of the Goods and Services Tax 
(GST) and amendments to income tax laws. 

 Impact: NRIs must stay informed about changes in Indian tax 
laws, such as updates to the Income Tax Act, new deductions, or 
changes in tax rates, to ensure compliance and optimize their tax 
liabilities. 

Potential Changes in Indian Taxation for NRIs 

Simplification of Tax Filing: 

 The Indian government is working towards simplifying the tax 
filing process to make it more user-friendly. Initiatives such as 
pre-filled tax returns and the faceless assessment scheme aim to 
reduce the compliance burden. 

 Impact: NRIs can expect a more streamlined tax filing process, 
reducing the time and effort required to comply with tax 
regulations. 
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Changes in Residency Rules: 

 The government may revise residency rules to reflect the 
changing patterns of global mobility and ensure fair taxation of 
global income. This could include adjustments to the number of 
days required to determine residency status or changes in the 
criteria for becoming a Resident but Not Ordinarily Resident 
(RNOR). 

 Impact: NRIs need to monitor any changes in residency rules 
to accurately determine their tax status and plan their finances 
accordingly. 

Introduction of New Tax Incentives: 

 To attract foreign investment and encourage NRIs to invest in 
India, the government might introduce new tax incentives for 
specific sectors or regions. 

 Impact: NRIs could benefit from tax breaks on investments in 
targeted sectors, such as infrastructure, renewable energy, or 
technology, enhancing the attractiveness of investing in India.  

Strategic Responses to Anticipated Changes 

Proactive Tax Planning: 

 NRIs should adopt a proactive approach to tax planning, 
anticipating changes in tax laws and adjusting their strategies 
accordingly. This includes regularly reviewing their investment 
portfolios, assessing potential tax liabilities, and exploring tax-
saving opportunities. 

 Action: Engage with CA’s or tax advisors with NRI experience 
to develop a comprehensive tax plan that considers future trends 
and changes in tax regulations. 

Diversification of Investments: 

 Diversifying investments across different asset classes and 
geographies can help mitigate risks associated with tax changes 



100 

and economic fluctuations. NRIs should consider a balanced 
portfolio that includes real estate, equities, fixed income, and 
international investments. 

 Action: Regularly review and rebalance investment portfolios 
to ensure alignment with financial goals and changing tax 
environments. 

Leveraging Technology: 

 Utilize technology to stay informed about tax changes, manage 
financial records, and ensure compliance. Online tax filing 
platforms, financial management software, and blockchain-based 
solutions can enhance transparency and efficiency. 

 Action: Invest in reliable financial software and stay updated on 
technological advancements in tax administration or partner with 
an outsourced service provider. 

Enhanced Record-Keeping: 

 Maintain detailed and accurate records of all financial 
transactions, income, and investments. Good record- keeping 
(Personal Accounting) practices can simplify tax filing, facilitate 
audits, and ensure compliance with evolving tax regulations. 

 Action: Implement robust record-keeping systems and 
periodically audit financial records to ensure accuracy (or engage 
a reliable outsource partner). 

International Tax Consultation: 

 NRIs should seek advice from international tax consultants who 
have expertise in cross-border taxation. These professionals can 
provide insights into global tax trends, compliance requirements, 
and strategies to optimize tax liabilities. 

 Action: Establish relationships with reputable international tax 
advisors and schedule regular consultations to stay informed 
about global tax developments. 
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Conclusion  

The landscape of NRI taxation is poised for significant changes 
driven by global economic shifts, technological advancements, 
and regulatory updates. By staying informed about these trends 
and proactively adapting their tax strategies, NRIs can navigate 
the complexities of cross-border taxation, ensure compliance, and 
optimize their financial outcomes. Engaging with tax 
professionals, leveraging technology, and maintaining robust 
financial records are essential steps in preparing for the future of 
NRI taxation.  
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CHAPTER 13 

NRI Property Transactions in India – A 
Comprehensive Guide 

 

General Guidelines 

Permissible Types of Property for NRIs 

Under FEMA regulations, NRIs and OCIs are allowed to: 

• Purchase: Residential properties, commercial properties, 
and developed plots. 

• Not Permitted to Purchase: Agricultural land, 
farmhouses, or plantation property through foreign 
remittances. 

• Permitted through Inheritance/Gift: Agricultural land, 
plantation property, and farmhouses, if inherited or 
received as a gift from eligible relatives. 

Financing the Property Purchase 

Funding through NRE/NRO Accounts 

• Properties can be purchased using funds from NRE, 
NRO, or FCNR accounts. 

• Proper documentation of remittances is crucial. 

• Availing Housing Loans 

• NRIs can avail housing loans from Indian banks for 
multiple properties. 

• Required documents include: 

 Passport, visa, employment proof 

 Overseas and Indian bank account details  Income proof 

https://www.canva.com/design/DAGtZpX9ag0/KptQBEDk-baMwwq0OMtB-A/edit?utm_content=DAGtZpX9ag0&utm_campaign=designshare&utm_medium=link2&utm_source=sharebutton
https://www.canva.com/design/DAGtZpX9ag0/KptQBEDk-baMwwq0OMtB-A/edit?utm_content=DAGtZpX9ag0&utm_campaign=designshare&utm_medium=link2&utm_source=sharebutton
https://www.canva.com/design/DAGtZpX9ag0/KptQBEDk-baMwwq0OMtB-A/edit?utm_content=DAGtZpX9ag0&utm_campaign=designshare&utm_medium=link2&utm_source=sharebutton
https://www.canva.com/design/DAGtZpX9ag0/KptQBEDk-baMwwq0OMtB-A/edit?utm_content=DAGtZpX9ag0&utm_campaign=designshare&utm_medium=link2&utm_source=sharebutton
https://www.canva.com/design/DAGtZpX9ag0/KptQBEDk-baMwwq0OMtB-A/edit?utm_content=DAGtZpX9ag0&utm_campaign=designshare&utm_medium=link2&utm_source=sharebutton
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 Local guarantor in India 

 Execution of Power of Attorney (POA): 

 Can be done at an Indian Embassy abroad. 

 Must be adjudicated in India for it to be valid for 
transactions. 

Precautions Before Purchase 

• Confirm that the property type is eligible for NRI 
purchase. 

• Builders may not always clarify eligibility, so 
independent legal advice is essential. 

• Conduct due diligence on title, approvals, and zoning 
through a qualified property lawyer. 

• Power of Attorney for Transactions 

• If the NRI cannot be physically present, a specific-
purpose POA should be executed. 

• POA can be registered via:  Indian Embassy abroad 

 Adjudication process in India 

• Caution: Avoid generic POAs to prevent misuse. 

Selling Property in India by NRIs 

Restrictions on Sale 

• No restriction on sale of property by NRIs. 

• Minimum holding period of 2 years is advised for 
long-term capital gains benefits. 

Tax Implications 

• If sold after 2 years: Long-Term Capital Gains 
(LTCG) taxed at 12.5%. 

• If sold within 2 years: Short-Term Capital Gains (STCG) 
taxed as per income slab (typically 30%). 
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TDS (Tax Deducted at Source) on Sale 

When Seller is NRI 

• TDS under Section 195. 

• Rate: 12.5% + surcharge + cess for LTCG; 30% + 
surcharge + cess for STCG. 

• Effective TDS can go up depending on value. 

Advance Tax Certificate (Lower/Nil TDS) 

• Application via a Chartered Accountant to Income Tax 
Officer.  

• Takes 6–8 weeks; advisable for large-value transactions. 

• Buyer will deduct only specified amount in certificate. 

When Seller is Resident Indian 

• NRI buyer must deduct 1% TDS under Section 194-IA. 

• Repatriation of Sale Proceeds 

Key Determinant: Source of Funds Used for Purchase 

• If bought through NRE/FCNR remittance: 

 Up to USD 1 million per financial year can be repatriated 
without RBI permission. 

• If purchased using local funds or inherited: 

 Only USD 250,000 per annum under Liberalized Remittance 
Scheme (LRS). 

Documentation Required 

• Proof of source of funds (bank statements, cheque 
images, etc.) 

• Tax filings and proof of tax deduction 
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Forms to be Filed 

• Form 15CA: Self-declaration 

• Form 15CB: Certified by a Chartered Accountant 
confirming taxes are paid 

• Non-filing can lead to penalties and delays in remittance. 

Capital Gains Tax Savings Options 

Section 54 – Sale of Residential House 

• Invest only LTCG amount in another residential 
property. 

• Condition: Should not own more than one residential 
house at the time. 

Section 54F – Sale of Plot/Commercial Property 

• Must invest full sale proceeds (not just LTCG) in 
residential property. 

• Owning more than one house may disqualify exemption. 

Section 54EC – Investment in Capital Gains Bonds 

• Max limit: ₹50 lakhs 

• Bonds issued by REC, NHAI  Lock-in 5 years 

• Interest taxable 

Inherited Properties and Repatriation 

• Can be sold like any other property if title and 
documents are in order. 

• TDS will still apply since the seller is an NRI. 

• Proceeds repatriable only under LRS (USD 
250,000/year). 
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• Tip: Consider gifting inherited property to multiple 
family members to expand repatriation capacity (each 
can repatriate USD 250,000/year). 

 

Rental Income from Property 

• Rental income earned in India is taxable in India.  TDS 
may be applicable based on income levels. 

•  NRIs must file income tax returns if rental exceeds 
taxable limits.   

Word of Advice 

• NRIs are advised to plan their property transactions in 
advance. 

• Work closely with a Chartered Accountant and legal 
advisor. 

• Proper documentation, tax compliance, and legal 
formalities ensure a smooth experience and reduce risks 
of penalties or delays. 

11. Key Compliance Summary  

Situation Required Action 

Sale of property TDS deduction by buyer, File IT 
return 

Repatriation Maintain source proof, File 
15CA/15CB 

Buying property via 
POA 

POA via Embassy + Adjudication 

Inheritance No RBI approval, but LRS limits 
apply 

Income from rent File IT returns in India annually 
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CHAPTER 14  

Practical Steps in Selling Property in 
India by NRIs 

 

Introduction 

The process of selling immovable property in India as a Non- 
Resident Indian (NRI) involves careful compliance with Indian 
tax laws and procedural formalities. While selling a property is 
not inherently complex, certain steps, if not properly followed, can 
result in significant delays in receiving funds, tax refunds, or 
repatriating proceeds abroad. This chapter outlines a step-by-step 
guide that NRIs should consider when selling their property in 
India in the current tax landscape.   

Understand the Two Available Tax Options 

NRIs have two primary pathways when dealing with TDS (Tax 
Deducted at Source) during a property sale: 

Option 1: Full TDS Deduction at 12.5% 

• The buyer deducts ~13.5% TDS on the entire sale 
consideration.  This is irrespective of the actual capital 
gain or tax liability. 

• The NRI can file an Income Tax Return (ITR) later and 
claim a refund. 

• However, refunds are often delayed, especially if there 
are pending demands or compliance issues. This could 
tie up a substantial portion of funds (up to 23% of the 
sale value) for over a year. 
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Option 2: Apply for Lower or Nil TDS Certificate 

• If the actual capital gains tax liability is lower than 
12.5%, the seller can apply for a Lower/Nil TDS 
Certificate from the Income Tax Department using Form 
13. 

• This ensures only the applicable tax is deducted, 
allowing the seller to retain the balance upfront. 

• Although this process takes 30–45 days, it significantly 
reduces fund blockage and refund delays. 

Timeline and Early Planning 

To apply for a Lower TDS Certificate, NRIs should begin 
preparations at least 60 days prior to finalizing the sale. This 
allows time for documentation, application, queries from the tax 
department, and certificate issuance. 

Transaction Flow & Documentation 

The sale transaction typically progresses as follows: 

Memorandum of Understanding (MoU) 

• Once a buyer is identified, both parties sign a 
Memorandum of Understanding. 

• A token advance is paid at this stage. Keep this amount 
minimal, as TDS at 12.5% is applicable on it if the 
Lower TDS Certificate is not yet issued. 

Agreement for Sale 

• Upon buyer verification and legal checks, the buyer pays 
20% as part of the down payment (often funded through 
their own resources). 

• A registered Agreement for Sale is signed. 
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Loan Processing 

• The buyer typically finances the remaining 80% through 
a home loan, using the registered agreement. 

Sale Deed Execution 

• After full payment is received, the final Sale Deed is 
executed and registered. 

• This is a conclusive document affirming that both 
money and possession have been transferred. 

TDS Compliance Steps 

Once MoU is signed: 

Apply for Buyer’s TAN 

The buyer must obtain a TAN (Tax Deduction Account Number) 
to deduct and deposit TDS. This is mandatory. 

Compile Key Documents for Lower TDS Application 

From the NRI seller: 

• Copy of MoU 

• Passport copy with immigration stamps proving NRI 
status (more than 182 days outside India) 

• Purchase Agreement of property 

• Proof of purchase payments (bank statement, cheque 
copies) 

• Cost of improvement, if any 

From the buyer: 

• Copy of PAN 

• Copy of TAN (once applied) 
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File Form 13 

The application is filed online, typically processed within 30–45 
days. The department may raise queries during this period, so 
early preparation is advised. 

Share the Lower TDS Certificate 

Once issued, this certificate is handed over to the buyer, who will 
deduct tax at the approved lower rate, not at 12.5%. 

d. Share the Lower TDS Certificate 

Once issued, this certificate is handed over to the buyer, who will 
deduct tax at the approved lower rate, not at 12.5%. 

Benefits of Lower TDS Route 

• Immediate liquidity – funds are not held up in tax 
refunds. 

• Interest savings – funds can be deployed or 
invested immediately. 

• Avoids dependence on tax department refund 
mechanisms. 

Practical Points to Remember 

• MoU is sufficient: A simple, unregistered MoU is 
enough to begin the process. It must be signed but 
doesn’t require notarization or stamping. 

• Seller’s residency proof is key for NRI eligibility: Use 
stamped immigration pages from your passport. 

• Complete documentation at the outset reduces delays. 

• Sale Deed is strongly recommended even if not 
mandatory in your state – it is the final legal evidence of 
transfer of ownership and payment.  

 

 



111 

Engaging a Professional 

Given the documentation, tax calculations, and procedural 
nuances involved, it is advisable to engage a Chartered 
Accountant or specialist in NRI property matters. Ideally, choose 
a service provider who can assist with both seller and buyer-side 
compliances, including TAN application, Form 13 filing, and tax 
deposit.  

Conclusion  

Selling property in India as an NRI requires a blend of timely 
planning, regulatory compliance, and documentation accuracy. 
While the default path of TDS deduction and refund claim is 
simple, it is not necessarily efficient or cash friendly. Applying 
for a Lower TDS Certificate, with professional support and 
proper documentation, not only ensures compliance but also 
preserves the seller's liquidity and peace of mind. 
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CHAPTER 15  

Practical Considerations       In Buying 
Property in India by NRI’s 

 

Introduction 

Every year, thousands of Non-Resident Indians (NRIs) lose 
significant amounts of money in property transactions across 
India due to a lack of due diligence and failure to comply with 
regulatory frameworks. Various studies indicate that over 60% of 
property disputes involving NRIs stem from inadequate legal 
checks, and in nearly 90% of these cases, the root cause is the 
seller lacking a valid legal title. These pitfalls can be avoided with 
proper planning, legal verification, and regulatory compliance. 

This chapter outlines five critical areas that NRIs must carefully 
evaluate when purchasing property in India.  

Take Legal Opinion Before Making an Offer 

Before making any commitment or payment, NRIs must seek 
independent legal advice. Ideally, obtain written legal opinions 
from at least two experienced real estate lawyers. These 
professionals should carry out a title verification and provide a 
signed report outlining the property's legal history and any 
potential issues. 

Legal scrutiny must go beyond checking one or two documents— 
ensure a deep title search is conducted. A physical visit to the 
property is essential even if you’ve seen videos or had virtual 
tours. It offers insights into the surroundings, potential 
encroachments, and future usability—none of which can be 
accurately assessed remotely.  

Verify Title and Statutory Documents Thoroughly 
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Unlike other jurisdictions, India’s property records are often 
fragmented and not centralized. NRIs must act like investigators 
tracing the ownership history. This includes: 

• Title Deeds for 30+ Years (sometimes even 50 years in 
complex cases)—the ‘mother documents’ 

• Encumbrance Certificate (EC)—obtain from the local 
Sub- Registrar’s Office, covering a minimum of 30 years 

• Original Documents—ensure the seller holds all 
originals. Missing originals may indicate hidden liens, 
equitable mortgages, or disputes 

• Power of Attorney (if any)—verify the legality and 
validity of any prior transaction executed through GPA 

• Tax Paid Receipts & Revenue Records 

• Panchayat Records, Khata / e-Khata, and Site 
Approvals— depending on the jurisdiction and location 

The objective is to verify the chain of ownership and check that 
the property is free from encumbrances or legal defects. Any gaps 
could create litigation risks later.  

Understand Restrictions on Types of Property Permissible for 
NRIs 

Under FEMA (Foreign Exchange Management Act) regulations, 
NRIs are prohibited from purchasing agricultural land, 
farmhouses, and plantations in India, regardless of the price or 
location. This is a legal bar and not merely an advisory—non-
compliance may result in serious penalties and reversal of 
transactions. 

There are rare exceptions: for instance, if agricultural land is 
acquired via inheritance or part of family settlement, you may 
approach the Reserve Bank of India (RBI) for prior approval. 
However, such processes are lengthy and document intensive. 

Additionally, NRIs must verify zoning regulations. Ensure the 
land’s permissible use aligns with your intended development. 
Constructing a residential building on land designated as 



114 

industrial or agricultural without proper conversion is illegal and 
may attract penalties or even demolition. 

Visit the Property Physically Before Finalizing 

Despite the convenience of online listings and video 
walkthroughs, NRIs must make it a point to inspect the land 
physically or have a trusted local representative do so. 

Key aspects to assess during a visit: 

• Actual Boundaries and Access Roads  Drainage, 
Topography, and Terrain 

• Vastu or Environmental Compliance 

• Encroachments or Proximity to Restricted Zones 
(e.g. lakes, hills, forest areas) 

• Surrounding Area Development and Risks 

These observations directly influence construction feasibility, fair 
valuation, and resale potential. Physical verification also 
strengthens your documentation process, allowing you to demand 
additional documents if anything appears suspicious or unclear. 

Follow Financial and Legal Procedures When Using NRI Funds 

NRIs must ensure full compliance under FEMA and the Income 
Tax Act when making or receiving payments related to property. 

Do not route funds through savings bank accounts. All 
transactions should be conducted through: 

• NRO Account (Non-Resident Ordinary Account) – 
for property purchases and repatriation of income 

• Repatriation Requirements – Ensure correct tax 
payments and maintain documentation for repatriating 
any sale proceeds in the future 

Common financial mistakes to avoid: 

• Concealing NRI status and using resident accounts for 
payment 
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• Receiving payments from or making payments to 
unrelated third parties 

• Failing to disclose income or investment properly in tax 
filings 

Such practices may be considered misrepresentation and may 
invite penalties or criminal action under FEMA and Income Tax 
law. 

Bonus Consideration: TDS and Sale Planning 

If you’re buying from another NRI, remember that TDS (Tax 
Deducted at Source) under Section 195 applies, and the onus is on 
the buyer to deduct the correct tax. NRIs selling property can 
apply for a lower/nil TDS certificate from the Income Tax 
Department, a process which can take 30–60 days. It's prudent to 
plan a 90-day transaction window to accommodate this step.   

Conclusion  

Buying property in India as an NRI can be a rewarding 
investment—if done right. However, without adequate diligence 
and regulatory compliance, it could result in legal complications, 
financial losses, and long-term stress. Engage professionals, 
verify every document, comply with FEMA rules, and ensure 
every rupee is accounted for through the right banking channel. 

Checklist Before Purchase: 

• Legal opinion from two lawyers  Title deeds for 30+ 
years 

• EC for 30 years 

• Original documents and revenue records 

• Avoid agricultural land or get RBI clearance  
Physically visit and inspect the land 

• Use only NRO accounts for payment  Comply with 
TDS and FEMA rules 
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Always approach property investment in India as an NRI with the 
mindset of “trust but verify.” It’s not about distrust—it’s about 
protecting your hard-earned wealth from systemic risk. 
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CHAPTER 16  

TDS on Sale  of ImmovableProperty by 
NRIs in India ( FY 2024 – 25 )  

 

Introduction 

When a Non-Resident Indian (NRI) sells immovable property—
such as land, apartments, or buildings—in India, the transaction 
invites mandatory Tax Deducted at Source (TDS) under Section 
195 of the Income Tax Act, 1961. 

This chapter simplifies the complexities around NRI property 
sales by covering: 

• Applicability and scope of TDS provisions 

• TDS rates for FY 2024–25 (before and after 23 July 
2024)  Buyer and seller responsibilities 

• Procedure for lower/nil deduction certificate  
Repatriation rules 

Applicability of TDS on NRI Property Sales 

Applicability Rule Explanation 

Governing Section TDS must be deducted under Section 195 
when seller is NRI 

Based on Sale 
Consideration 

TDS is levied on total sale value, not on 
capital gains alone 

No Minimum 
Threshold 

TDS applies even for transactions below 
₹50 lakh 

Residential Status Determined based on presence in India—
not on citizenship or bank account 
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Section 194-IA (1% TDS) applies only when the seller is a 
resident Indian. For NRIs, Section 195 applies, and rates are 
substantially higher. 

TDS Rates for FY 2024–25 

Short-Term Capital Gains (STCG) 

(Property held for 2 years or less) 

• Taxed at applicable slab rates (usually 30% for 
NRIs), plus surcharge and cess. 

• TDS is to be deducted on the entire sale value, not just 
the gain portion. 

Scenario TDS Rate Deducted On 

STCG (≤ 2 years) 30% + SC + 
Cess 

Full sale consideration 

LTCG (> 2 years) 
–  

12.5% + SC + 
Cess 

Full sale consideration 

Post 23 July 20% + SC + 
Cess 

Full sale consideration 

LTCG - Before 23 
July 

1% under 194-
IA 

Sale consideration (only if > 
₹50 lakh) 
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Long-Term Capital Gains (LTCG) 

(Property held for more than 2 years) 

Sale 
Value 

Base 
LTCG 

Rate 

Surcharge Cess 
(4%) 

Effective 
Rate (After 
23 July 
2024) 

Effective 
Rate 
(Before 23 
July 

2024) 

Up to 

₹50 
lakh 

12.5% / 

20% 

Nil 0.5% / 

0.8% 

13.00% 20.80% 

₹50L – 
₹1 

crore 

12.5% / 

20% 

10% 0.55% / 

0.88% 

14.30% 22.88% 

Above 
₹1 crore 

12.5% / 

20% 

15% 0.575% 
/ 

0.92% 

14.95% 23.92% 

 

Key Change: From 23 July 2024, the LTCG TDS rate is 
reduced to 

12.5%, but indexation benefit is withdrawn. 

Compliance Requirements – Buyer’s Responsibility 

The onus of TDS deduction and compliance rests entirely on 
the buyer. 

BUYER MUST: 

• Verify seller’s NRI status (using PAN, passport, visa, 
etc.) 

• Obtain TAN (Tax Deduction Account Number) 
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• Deduct TDS on entire sale amount, at the appropriate 
rate 

• Deposit TDS using Challan 281 within 7 days of the 
next month 

• File Form 27Q (quarterly TDS return) 

• Issue Form 16A (TDS certificate) to the NRI seller 

• Submit TDS proof at the time of property registration 

Non-compliance can result in the buyer being deemed assessee in 
default, facing interest, penalties, and prosecution. 

NRI Seller’s Option: Lower/Nil TDS Deduction Certificate 

Since TDS is deducted on the gross sale amount, NRIs often end 
up with significant amounts blocked as tax—regardless of the 
actual gain. To mitigate this, NRIs can apply for a Lower/Nil 
Deduction Certificate. 

Form 13 – Application Process: 

 Submit Form 13 to the International Tax Ward 

 Attach supporting documents:  Sale deed 

 Purchase deed 

 Cost of improvements  Estimated capital gains 

 Past ITRs, passport, PAN 

If Approved: 

• A certificate will be issued specifying a reduced 
TDS rate (commonly 3%). 

• Buyer must deduct TDS using this rate and quote the 
certificate reference. 

This certificate applies only to the specified buyer and 
transaction and must be applied well in advance of the sale. 

Repatriation of Sale Proceeds 
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Once the sale is completed and TDS compliance is in place, the 
NRI can repatriate proceeds subject to the following conditions:  

Requirement Description 

Form 15CA & Form  
15CB  

Must be submitted to the authorized 
dealer bank 

Limit USD 1 million per financial year (under 
FEMA) 

Documentation PAN, ITR, TDS proof, sale deed, and CA 
certificate (Form 15CB) 

 
Comparison: NRI vs Resident Seller 

 

Criteria Resident Seller 

(Section 194-
IA) 

NRI Seller (Section 

195) 

TDS Rate 1% 12.5% to 30% 

Minimum Threshold ₹50 lakh No threshold 

Capital Gain 

Consideration 

Not relevant Deducted on full 
value 

Lower Deduction 
Certificate 

Not available  Available (Form 13) 

Governing Section 194-IA 195 

 

Summary Checklist 

Buyer’s Checklist 

• Confirm seller’s residential status  Obtain TAN 

• Deduct TDS on full value 
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• File Form 27Q and issue Form 16A 

• Attach TDS proof for property registration 

Seller’s Checklist (NRI) 

• Apply for Form 13 (if eligible)  Share documents with 
buyer  Collect Form 16A 

• File Income Tax Return (ITR) 

• Repatriate sale proceeds (with Form 15CA/CB)  

Final Thoughts 

TDS compliance on sale of property by NRIs is more stringent 
than for resident Indians. A simple misstep—such as treating an 
NRI as a resident—can lead to tax defaults, repatriation issues, 
and regulatory scrutiny.   

Plan. Seek a lower deduction certificate if applicable. Coordinate 
closely with tax advisors and authorized dealers. Ensure 
documentation is complete.   

Key Takeaways 

• New LTCG TDS Rate: 12.5% from 23 July 2024 
(without indexation) 

• STCG taxed at slab: 30% + surcharge + cess 

• TDS is on gross sale value, not just capital gains 

Proper TDS compliance ensures 
smoother repatriation and avoids 

legal exposure.
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CHAPTER 17  

NRIs and Agricultural Land Legal 
Landscape , Limitations , and 
Compliance under  FEMA 

 

Introduction 

Owning agricultural land in India often resonates deeply with 
many Non-Resident Indians (NRIs), evoking a sense of 
connection to their roots. However, under the Foreign Exchange 
Management Act (FEMA), this aspiration is tightly regulated. 
This chapter provides a comprehensive understanding of what the 
law permits, what it prohibits, and how NRIs must navigate these 
regulations with care and compliance.   

Definition of Agricultural Land under FEMA 

Under FEMA, the term "agricultural land" is broadly interpreted. 
It includes: 

 Traditional farmlands  Plantation properties  Farmhouses 

These categories are all treated equally under the regulatory 
framework concerning foreign citizens and NRIs. 

Prohibition on Purchase of Agricultural Land 

> Who Cannot Purchase: 

 NRIs (Non-Resident Indians) 

 OCIs (Overseas Citizens of India) 

They are expressly prohibited from: 

 Buying agricultural land  Acquiring it as a gift 

 Becoming a co-owner or joint holder 
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This prohibition is absolute, with no exceptions, even if the 
intention is benevolent or indirect. 

The Only Permitted Route – Inheritance 

The sole legal method for an NRI or OCI to acquire agricultural 
land in India is through inheritance, provided: 

 The person they inherit from acquired the land lawfully under 
the then-prevailing law – FEMA (post-1st June 2000) or FERA 
(pre-2000). 

 If the land was acquired by a resident Indian, it is generally 
deemed compliant. 

 If inherited from another NRI or OCI, the original acquisition 
must be scrutinized to ensure there was no FEMA/FERA 
violation.  

Existing Ownership Before Becoming NRI 

If an individual acquired agricultural land while being a 
resident Indian, and later became an NRI or OCI, they are 
allowed to: 

 Continue to own the land 

 Sell the land, but only to a resident Indian  Gift the land, but 
only to a resident Indian 

They cannot: 

 Gift it to another NRI or OCI  Sell it to another NRI or OCI 

Commonly Explored Loopholes – and Why They Don’t Work 

NRIs often explore alternate routes to bypass the restrictions, 
such as: 
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Method Attempted Legality Reason 

Buying jointly with a 
resident Indian 

Illegal FEMA prohibits indirect 
ownership 

Remitting funds to 
relatives to buy land 

Illegal Deemed indirect acquisition 

Acquiring land and then 
becoming an NRI 

Legal Only if land was purchased 
while genuinely resident 

Becoming a resident 
briefly to buy land 

Illegal Considered manipulative 
residency under FEMA 

   

FEMA’s doctrine: “What cannot be done directly, cannot be 
done indirectly either.” 

Repatriation of Sale Proceeds 

If the land was acquired legally while being a resident Indian 
and later sold: 

• The sale proceeds, post-tax, can be repatriated abroad. 

• The repatriation must comply with the $1 million per 
financial year limit under the Liberalized Remittance 
Scheme (LRS). 

• Proper documentation and proof of legal 
acquisition are essential. 

If the land was illegally acquired, repatriation is not allowed, 
even after paying penalties or compounding fees. 

Remedial Measures in Case of Violation 

If an NRI/OCI wrongfully purchased agricultural land in 
violation of FEMA: 

Steps to Regularize: 

Sell or gift the land to a resident Indian. 



126 

Approach the RBI for compounding of offence. 

Submit documentary evidence, reasons for violation (e.g., 
ignorance). 

Pay compounding fees, based on:  Value of transaction 

 Duration of violation 

 Circumstances involved 

If caught without voluntary disclosure: 

• Authorities may impose penalties up to 300% of 
transaction value. 

• Risk of prosecution and irreversible damage to 
reputation and compliance status.   

Key Takeaways for NRIs 

• Buying agricultural land is a strict no unless inherited. 

• Any attempt to structure ownership through relatives, 
gifts, or brief residency is prohibited and risky. 

• Inheritance is valid, but the original owner’s compliance 
must be traceable and verifiable. 

• Repatriation of proceeds is allowed only for legally 
acquired and sold assets. 

• Violations must be disclosed voluntarily and 
regularized with RBI. 

Conclusion  

Agricultural land ownership in India by NRIs is governed by 
strict FEMA regulations that leave no room for flexible 
interpretation or indirect arrangements. While emotional or 
investment motivations may drive interest in such land, it is 
imperative to remain compliant. The safest course of action is 
to consult experienced professionals before taking any step and to 
ensure all actions fall squarely within the legal framework. 
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Professional Tip: Always validate agricultural land transactions 
involving NRIs through both FEMA and local state land laws. 
When in doubt, do not proceed without professional legal and tax 
advisory. 
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CHAPTER 18  

Your First Step Abroad : Obligations 
When You Become an NRI for the First 

Time 

 

Becoming a Non-Resident Indian (NRI) marks a major milestone 
in one’s life—whether for work, business, or settlement abroad. 
But with this new status come several financial, legal, and 
procedural obligations in India that you must not ignore. Failing 
to make the necessary changes can lead to violations of Indian tax 
laws or FEMA (Foreign Exchange Management Act) regulations, 
resulting in penalties or complications later. 

This chapter outlines the essential steps and obligations for every 
first-time NRI to ensure compliance, financial clarity, and a 
smooth transition.  

Understand the Two Key Laws: Income Tax Act and FEMA 

• Income Tax Act: Determines your tax residency and 
how your income—whether earned in India or abroad—
is taxed. 

• FEMA (Foreign Exchange Management Act): 
Regulates how NRIs can hold and transact in assets, 
bank accounts, investments, and property within India. 

Your NRI status needs to be correctly updated under both these 
laws. 

Update Your Bank Accounts 

• Convert Resident Savings Accounts: You must 
convert your existing resident savings accounts into 
NRO (Non-Resident Ordinary) accounts. Continuing 
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to use a regular savings account after becoming an NRI 
is a FEMA violation. 

• Open an NRE Account: To receive foreign earnings in 
India and to repatriate funds freely, open an NRE (Non-
Resident External) account. 

• NRO for Local Income: Any Indian income (like rent, 
dividends, pension) should be credited into your NRO 
account. 

• Inform Your Bank: Submit a change-of-status 
declaration to your bank for reclassification of accounts. 

Reclassify and Manage Your Investments 

Demat and Trading Accounts 

• Resident Demat and trading accounts must be closed 
or reclassified. 

• Open a NRO Demat Account if you want to hold shares 
purchased as a resident. But proceeds from sales will be 
non- repatriable and subject to the $1 million annual 
repatriation limit. 

• To invest in shares on a repatriable basis, open a PIS 
(Portfolio Investment Scheme) account and link it to 
your NRE Demat Account. 

Mutual Funds, Stocks, and Bonds 

• Existing investments made as a resident can be held 
legally under FEMA even after you become an NRI. 

• However, you must inform your brokers and asset 
managers about your change in status and comply with 
NRI-specific investment rules. 

Update Your Insurance Policies 

• You can continue to hold life insurance policies 
purchased when you were a resident. 
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• But you must intimate the insurance provider of your 
change in residential status. 

• Premiums can be paid through NRO/NRE accounts. 

• For repatriation of maturity proceeds, maintain records 
of the source of premium payments—this may be 
required by the insurer to process claims. 

Provident Fund (EPF) and PPF 

• EPF: Can be withdrawn or continued depending on 
employment status. Check with your employer. 

• PPF: 

 NRIs cannot open a new PPF account. 

 Existing PPF accounts can be continued until maturity. 

 Extension beyond maturity is not permitted for NRIs. 

Overseas Investments Made as Resident 

• If you had invested outside India under the Liberalized 
Remittance Scheme (LRS) or in overseas businesses as 
a resident, you could continue to hold these assets. 

• But you must inform RBI through your AD bank 
(Authorized Dealer) about the change in residential 
status. 

Real Estate and Property Holdings 

• You can continue to hold any immovable property 
(residential, commercial, or agricultural) purchased as a 
resident. 

• Agricultural land: You may retain it if acquired as a 
resident but can sell only to resident Indians. Sale 
proceeds can be repatriated within the $1 million limit. 
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Directorships and Partnerships 

• If you were a director in a company, the company must 
file an update with the Registrar of Companies regarding 
your NRI status. 

• You can continue as a partner in a partnership or LLP 
unless the firm is involved in: 

 Agriculture or plantation activity  Real estate business 

 In such cases, FEMA requires that you exit these businesses 
upon becoming NRI. 

Handle Credit Cards with Caution 

• Credit cards linked to resident SB accounts must be 
discontinued or updated when you change your status. 

• Continuing to use them without converting your bank 
account violates FEMA. 

Maintain Documentation for Repatriation 

If you expect to repatriate funds from India, maintain 
clear documentation of: 

• Source of investment/premium payments  Bank 
account types used (NRE/NRO) 

• Capital gain calculations 

• Tax deducted (especially for sale of assets) 

This is crucial for insurance proceeds, mutual fund 
redemptions, property sales, etc.  

Final Word: Compliance First  

The transition from resident to NRI is more than just moving 
abroad 

—it involves reworking your Indian financial ecosystem to 
comply with FEMA and tax laws. Neglecting to update your 
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status across bank accounts, investments, and directorships can 
have serious legal and financial consequences. 

The good news is none of these steps are overly complicated—
they just require awareness and timely action. 

Checklist for First-Time NRIs: 

 Convert SB accounts to NRO, open NRE account  Reclassify 
Demat account; open PIS if needed 

 Inform insurers of your status 

 Decide on continuation/withdrawal of PPF or EPF  Inform 
RBI of any overseas investments 

 Comply with property repatriation rules 

 Review credit cards linked to resident accounts  Update 
company directorship or partnerships 

 Maintain full documentation for repatriation  

Your financial foundation in India will remain strong—if you 
build it on compliance. 
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CHAPTER 19  

Returning to India – A Step - by – Step 
Comeback Plan for NRI’s 

 

Introduction 

Every year, many Indians leave the country for better 
opportunities abroad. At the same time, a growing number of 
NRIs are planning to return home — some after decades of 
working overseas. If you are someone thinking about coming 
back to India in the next few years 

— whether to retire, settle down, or be closer to family — this 
chapter will help you plan the move smoothly and wisely. 

The key to a successful return is starting your preparation 
early — 

not when you land in India, but 5 to 10 years in advance.  

Are You Financially Ready to Return? 

Returning to India means adjusting to a new lifestyle and a 
different financial environment. Ask yourself: 

• Do I have enough savings to retire comfortably in India? 

• Will I need to work a few more years or take up 
consultancy work? 

• Can I cover my regular monthly expenses without 
stress? 

Don’t rely only on rough calculations like "I have ₹5 crores and 
will earn 8% interest." Interest rates can fall, inflation will rise, 
and taxes will take away a part of your income. Create a proper 
retirement plan — or get professional help to do so. 
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Health Insurance is a Must 

In India, medical costs have become expensive. You cannot 
depend on your old employer's insurance once you return. 

Here’s what to do: 

• Returning in next 1–2 years: Buy a good health 
insurance policy now. 

• Returning in 7–10 years: If you're healthy, consider 
buying a “top-up policy” now. Later, buy a regular 
policy 2–3 years before coming back. 

Top-Up Plan Example: Buy a ₹30 lakh cover with a ₹5 lakh 
deductible. You handle smaller expenses; the policy covers 
bigger ones. 

Where Will You Live? Check Your Housing Plan 

Owning a house is one thing — living comfortably in it is another. 
Ask yourself: 

• Is your current house in the city where you plan to settle?  

• Will the old house suit your lifestyle after retirement? 

• Does it need major repairs? 

If needed, start house hunting or planning 3–4 years before you 
return. If you sell your old property and buy a new one, you may 
save tax and reduce expenses. 

Plan for Your Children’s Needs 

Many NRIs have children still studying or yet to get married. 
Think about: 

• Will your children be financially independent by the 
time you return? 

• Do you need to set aside money for their 
education or marriage? 
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Don’t mix their expenses with your retirement savings. 
Create a separate fund for their needs so your retirement is not 
affected. 

Map Out Your Future Cash Flow 

It’s important to understand: 

• How will your money come in once you're back? 

• Will it be enough after paying taxes and handling 
inflation? 

Get real numbers, not assumptions. Today’s 8% return may 
become 3% tomorrow. Inflation may increase your cost of living. 
Plan wisely. 

Consolidate and Simplify Your Finances 

Over the years, you may have collected many financial products:  
Insurance policies in different countries 

• Small plots of land or real estate  Multiple investment 
accounts 

Before returning, simplify: 

• Sell or close accounts that are not useful 

• Move your assets to fewer, well-managed places 

• Keep everything organized and easy for your 
family to understand 

If something happens to you, your spouse or children should 
not struggle to manage your finances. 

Be Aware of the Risks When You Return 

Some of the major risks include: 

• Taxation: NRE FDs are tax-free now. But once you 
return, they become taxable. 

• Inflation: Even small inflation reduces the value of your 
savings over time. 
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• Falling Interest Rates: India’s interest rates are going 
down in the long run. 

Plan your investments in ways that reduce or defer tax. Use tax-
free options like FCNR deposits or certain investments through 
Gift City, Gujarat. 

Time Your Return Carefully 

The date and year of your return affects your tax status. For 
example: 

• If you return after completing 182 days abroad in a 
financial year, you may still be considered an NRI for 
tax purposes for that year — saving tax. 

• You may qualify for RNOR (Resident but Not 
Ordinarily Resident) status, which gives some tax 
benefits for 2 years after returning. 

Speak to a tax advisor to help you plan the month and year of 
return for best tax outcomes. 

Complete Compliance Obligations 

Before leaving your foreign country, and after coming to India: 

• Abroad: 

 Are you eligible for any social security or pension?  Do you 
need to pay any exit taxes? 

 Have you completed all closing formalities? 

• In India: 

 Close your NRE/NRO accounts or convert them to Resident 
status. 

 Report foreign assets in Indian tax returns (even if not 
earning income). 

 File regular tax returns — even if nil — to maintain clean 
records. 
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Preserve old bank statements and important documents. These 
may help in case of future tax queries. 

Find the Right Professionals to Help You 

Returning to India involves tax laws, financial planning, 
compliance rules, and more. 

• Find a Chartered Accountant (CA) who knows NRI 
matters. 

• Hire a financial planner to help manage your retirement 
funds in a tax-efficient way. 

• Keep communication open, even if you are still abroad. 

Start building this relationship now, not after you land in India.   

Conclusion  

Early Preparation is the Key to a Peaceful Life Back Home 

Coming back to India is a big decision — and it should not be 
rushed. By starting your preparations 5 to 10 years in advance, 
you avoid stress, protect your wealth, and ensure a smooth 
transition. 

Think of it this way: 

"The better your planning, the better your peace of mind when 
you come home." 

Take action now. Review your insurance, investments, housing, 
and tax strategy. And most importantly, speak to the right 
professionals who can guide you through every step. 
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CHAPTER 20  

Home Base in Order : A House keeping 
Checklist for NRIs When Visiting India 

 

When NRIs return to India, whether for a short visit or with long- 
term plans in mind, it’s an excellent opportunity to put their 
financial, legal, and personal affairs in order. Often, these items 
remain unattended simply due to distance. However, ignoring 
them can lead to avoidable complications later — from banking 
hurdles and compliance issues to unresolved property or family 
matters. 

This chapter serves as a practical checklist of housekeeping tasks 
that NRIs should prioritize while they are in India. 

Fix Your Banking Setup: NRO, NRE & KYC Essentials 

• Convert old savings accounts: Many NRIs retain 
resident savings accounts, often unknowingly. These 
must be converted into Non-Resident Ordinary (NRO) 
accounts. 

• Open both NRO and NRE accounts: The NRE 
account allows easy repatriation of overseas income, 
while the NRO account is meant for managing income 
from India. 

• Automate EMIs properly: Redirect loan EMIs from 
your NRO account. Ensure fallback instructions are set 
for automatic transfer from NRE if NRO lacks funds. 

• Consolidate accounts: Close redundant or dormant 
bank accounts. Ideally retain just two accounts, 
preferably with large national or private sector banks. 
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• Update KYC: Complete bank KYC with latest 
overseas address, visa, and ID. Also complete Central 
KYC (CKYC) at the bank — essential for mutual funds, 
stock investments, and other financial services. 

Loan Closures & Documentation 

• If you’ve repaid loans, collect loan closure letters and 
retrieve collateral documents such as property papers 
or LIC assignments. 

•  Keep these securely filed. In the event of a future 
dispute, these documents are your strongest defense. 

Sort Out Investments & Demat Accounts 

• Convert resident Demat accounts to NRO Demat 
accounts. 

• Existing mutual fund folios held as a resident must be: 

• Converted to NRI folios,  

• Redeemed and reinvested freshly. 

• Avoid FinTech platforms if they do not offer proper NRI 
servicing or clarity on your tax status. 

• If possible, engage a financial advisor who 
understands NRI regulations and can provide ongoing 
assistance. 

PAN Card Review & Corrections 

• Ensure the name, date of birth, father’s name on 
PAN card matches passport and Aadhaar. 

• Update your email, phone number and overseas address 
linked to the PAN. 

• Ensure your tax residency is marked as NRI on the IT 
Portal. 

• Apply for e-PAN for easier access. 
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Aadhaar Card Alignment 

• If you don't have an Aadhaar, apply through an 
Aadhaar Seva Kendra. 

• Check and update details to match your PAN and 
passport — particularly name, DOB, and address. 

• Link Aadhaar with your PAN. 

• Ensure your Indian mobile number is correctly 
registered (needed for OTPs and government services). 

Secure an Indian Mobile Number 

• Buy a postpaid Indian SIM card—prepaid numbers 
may get deactivated if unused. 

• Inform your telecom provider that you reside 
abroad and 

activate international roaming to receive OTPs overseas. 

• If you can’t get a number in your name, consider using a 
trusted family member’s number as backup. 

Engage a Trusted Chartered Accountant (CA) 

• Having a CA in India is invaluable for:  Filing your 
ITR on time 

 Handling tax queries and AIS mismatches 

 Certifying forms like 15CA/CB during remittance or property 
sales 

• Choose someone who offers NRI-specific services and 
maintains a proactive communication line. 

Property Management: Clean Up & Stay Compliant 

• Pay dues: Check and clear society maintenance, 
property tax, electricity, and water bills. 
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• Documentation: Keep records for all property-related 
payments and ownership proof. 

• If managing properties is difficult, engage a property 
manager 

or coordinate with your CA for local help. 

• Avoid disputes with societies – unpaid dues may block 
sales or cause legal trouble. 

Check on Your Parents: Safety, Health, and Finances 

• Visit their home. Assess living conditions — is it safe, 
clean, accessible, and well-maintained? 

• Consider relocating them to secure, urban areas with 
nearby hospitals and essential services. 

• Review their finances: Quietly observe whether they 
are managing well or need support. 

• Health insurance: Upgrade or buy them a proper 
medical insurance policy. A ₹1–2 lakh cover is outdated 
— opt for realistic coverage (₹5–10 lakh or more). 

Final Thoughts: What You Do Now Builds Your Return Path 

Your once-in-two-years trip to India isn’t just about nostalgia. 
It's your chance to: 

• Tie up loose ends, 

• Protect your assets,  Secure your family, 

• And lay the groundwork for a smooth transition—
whether it's for retirement or more frequent visits. 

Leaving things unattended invites complications. But a few days 
of structured action can give years of peace of mind. 
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SUMMARY CHECKLIST 

Task Area Action 

Banking Convert accounts, update KYC, close dormant 
accounts 

Loans Collect closure letters & collateral documents 

Investments Convert Demat & MF folios to NRO/NRI 
status 

PAN Card Rectify details, update tax residency, apply 
ePAN 

Aadhaar Apply if needed, update details, link with PAN 

Mobile Number Get postpaid SIM, enable international OTPs 

Chartered 
Accountant 

Engage for filings, compliance, and ongoing 
support 

Properties Clear dues, maintain compliance, appoint local 
support if required 

Parents Assess safety, support needs, and upgrade 
health insurance 
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KEY FEMA REGULATIONS NRI ’ S OFTEN OVERLOOK 

CHAPTER 21  

Returning NRIs and  
FEMA Compliance : A Practical 

 

Guide  

Every year, thousands of Non-Resident Indians (NRIs) return to 
India for good—whether to retire, take up a new role, or pursue 
entrepreneurial dreams. While planning the transition in terms of 
lifestyle, housing, and finances is common, many overlook an 
important legal and regulatory aspect: compliance with the 
Foreign Exchange Management Act (FEMA). This chapter 
outlines what returning NRIs need to know about FEMA rules, 
foreign asset holdings, Indian bank accounts, investments, 
employment scenarios, and more.  

Change in Residential Status under FEMA 

Upon permanent return to India, your residential status under 
FEMA changes from Non-Resident to Resident. This change has 
major implications: 

• You can no longer maintain certain NRI-specific 
accounts (like NRE). 

• You must reclassify existing accounts and investments 
as per resident status. 

This status change occurs the moment you return for permanent 
settlement—not after 182 days as under the Income Tax Act. 

Foreign Assets and Investments: Can You Keep Them? 

Yes. FEMA permits returning NRIs to continue to hold foreign 
assets 
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such as: 

• Foreign bank accounts  

• Shares and securities 

• Immovable properties  

• Life insurance policies 

Key conditions: 

• These assets should have been acquired while you were 
a non- resident. 

• You can transfer, sell, or reinvest the proceeds. 

• However, trading in foreign real estate (like buying 
and selling repeatedly) is not allowed—this would be 
treated as a business activity and is restricted under 
FEMA. 

Repatriation Obligations 

While you may hold assets abroad, in some cases, you are 
required to bring funds back to India: 

• Maturity proceeds from foreign life insurance 
policies must be repatriated to India within 180 days. 

• Employment income received abroad while living in 
India must also be brought back within 180 days. 

• Export of services from India (if you're contracting with 
a foreign company as a resident Indian): payments must 
be received in India within 9 months from the date of 
invoice. 

Disclosure of Foreign Assets 

FEMA does not mandate disclosure of your foreign assets. 
However, under the Income Tax Act, if you qualify as a resident 
and ordinarily resident (ROR): 
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• You must declare all foreign assets and liabilities in 
your Income Tax Return (ITR). 

• Non-disclosure may attract penalties under the Black 
Money Act. 

Indian Bank Accounts: What to Do 

Returning NRIs must convert or close NRI-specific bank accounts: 

Type of Account Action Required 

NRE 
Account 

Must be closed or converted to a Resident 
Savings Account or RFC Account 

NRO 
Account 

To be converted to a Resident Savings 
Account 

FCNR 
Account 

Can be continued till maturity; on maturity, 
convert to RFC or INR account 

Foreign Bank 
Account 

Can continue to hold it without any FEMA 
restriction 

RFC (Resident Foreign Currency) Account: Ideal if you 
want to maintain foreign currency holdings and repatriability. 

Investment Accounts (Demat, PIS) 

If you had Demat accounts tagged as NRI accounts:  Open a 
Resident Demat Account. 

• Transfer holdings from NRI Demat to the resident 
account. 

• Portfolio Investment Scheme (PIS) accounts must be 
closed. 

No need to sell your existing holdings—just transfer them. 
However, trading as a resident must be done through the new 
account. 

 

 



146 

Life and General Insurance Policies Held Abroad 

• You can continue holding these policies. 

• Inform the insurer abroad about your change in 
residential status. 

• Premiums can be paid under the Liberalized Remittance 
Scheme (LRS). 

• As noted earlier, maturity proceeds must be repatriated 
within 180 days if received while you're a resident. 

Foreign Employment or Business Interests 

If you hold positions such as director, partner, or owner 
in businesses abroad: 

• FEMA is silent on whether you can continue. 

• It is advisable to inform your Authorized Dealer (AD) 
Bank and seek clarification from the RBI. 

For employment: 

• If you're working from India for a foreign employer and 
receiving salary abroad, repatriate it to India within 180 
days. 

• If you contract services to a foreign business 
(freelancing or consulting), you are exporting services. 
Payment must be received in India within 9 months, and 
GST provisions may also apply. 

Aadhaar and Other Administrative Actions 

Once you become a resident: 

• Apply for Aadhaar if you don’t already have one. 

 Aadhaar becomes essential for most financial and government-
related transactions in India. 

• Update your PAN, bank KYC, and investment profiles 
with new residential status. 
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Best Practices and Final Checklist 

Here’s a quick action checklist for returning NRIs:  

• Update residential status with banks immediately on 
return Convert NRE/NRO/FCNR to resident/RFC 
accounts 

• Transfer shares from NRI Demat to resident Demat 
Inform foreign insurers and pay premiums via LRS 

• Repatriate insurance maturities and foreign 
salary within stipulated limits 

• Declare foreign assets in ITR (if ROR) 

• Inform AD Bank if holding business positions abroad 
Apply for Aadhaar after qualifying staying duration. 

Conclusion  

Returning to India as an NRI is not just a physical relocation—it 
involves a complete reset of your financial and regulatory life. 
While FEMA is accommodative in letting you retain your global 
wealth, it also demands timely action, reclassification of 
accounts, and reporting. Following this structured approach will 
ensure full compliance and a smooth transition into your new 
chapter in India. 
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CHAPTER 22  

Violations by NRIs – Common Mistakes 

 

Penalties , and Remedial Measures 

The Foreign Exchange Management Act (FEMA), 1999, governs 
all cross-border financial transactions involving Indian residents 
and non-residents. While its primary objective is to facilitate 
external trade and payments, FEMA strictly regulates capital 
account transactions and foreign exchange dealings. For Non-
Resident Indians (NRIs), compliance with FEMA is critical—but 
often misunderstood or ignored, leading to serious legal and 
financial consequences. 

This chapter outlines the most common FEMA violations by 
NRIs, associated penalties, and the remedial actions available 
under Indian law.   

Common FEMA Violations by NRIs 

Continuing to Operate a Resident Savings Account 

• Mistake: An NRI continues to operate their resident 
savings bank account even after their residential status 
changes. 

• Implication: This is a direct contravention of FEMA 
deposit regulations. 

• Required Action: Upon becoming a person resident 
outside India, one must inform the bank and convert the 
resident account to an NRO or NRE account. 

Unauthorized Transfers Between NRE/NRO and Resident 
Accounts 

• Mistake: Transferring funds from an NRE/NRO account 
to a resident savings account held in another bank. 
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• Implication: Such transactions are not permitted under 
FEMA unless within the scope defined for permissible 
credits/debits. 

Lending or Borrowing Without Adhering to FEMA Rules 

• Mistake: Lending or borrowing in INR or foreign 
currency between NRIs and residents without following 
prescribed norms. 

• Permissibility: 

 INR lending is allowed only between relatives (as defined by 
the Companies Act) and limited to USD 250,000 per year under 
the LRS route. 

 Lending in foreign currency by a resident to any person is 
prohibited. 

Investing in Agricultural or Plantation Property 

• Mistake: NRIs purchasing agricultural land, plantation 
property, or farmhouses in India. 

• Implication: Prohibited under FEMA irrespective of 
funding source. 

Investing in Restricted Sectors 

• Mistake: NRIs investing in chit funds, real estate 
trading, or businesses dealing with TDRs (transferable 
development rights). 

• Clarification: Construction of housing and 
infrastructure is allowed, but speculative buying and 
selling of land is not. 

Hawala and Informal Transfers 

• Mistake: Settling cross-border transactions informally, 
e.g., paying INR in India in lieu of foreign currency 
received abroad (or vice versa). 
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• Implication: Considered hawala, which is illegal under 
FEMA and triggers anti-money laundering concerns. 

Penalties for FEMA Contraventions 

FEMA prescribes stringent penalties depending on the nature and 
quantum of contravention: 

Type of Contravention Penalty Imposed 

Quantifiable Amount Up to 300% of the sum involved 

Not Quantifiable ₹2,00,000 flat penalty 

Continuing Offence ₹5,000 per day of violation 

Illustrative Examples: 

• Holding agricultural land (value ₹15 lakhs): Penalty 
could go up to ₹45 lakhs (300%). In addition, the 
property must be mandatorily sold to a resident Indian. 

• Operating a resident savings account for 10 years: 
Penalty could be ₹5,000 × 365 × 10 = ₹18.25 lakhs. 

No Limitation Period 

Unlike income tax laws, FEMA has no statute of limitations. A 
contravention, even if committed 10–15 years ago, can be 
questioned at any time. This perpetual liability makes ignorance a 
long-term risk. 

How to Rectify FEMA Violations 

Voluntary Compounding 

• Definition: A process where the violator admits the 
contravention and seeks regularization by paying a 
penalty. 

• Authority: Application is made to the Reserve Bank 
of India (RBI). 

• Benefits: Avoids litigation and criminal prosecution. 
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Professional Consultation 

• Engage FEMA specialists—Chartered Accountants, 
Company Secretaries, or Legal Professionals—for 
assessing the contravention and guiding the 
compounding process. 

Regularization Steps 

Identify contraventions with professional help. 

Compile necessary documentation and prepare a compounding 
application. 

Submit the application to RBI with full disclosures and seek 
resolution. 

Note: Not all violations are compoundable—especially those 
involving money laundering, national security, or hawala 
transactions. 

Best Practices for NRIs 

• Inform your bank of any change in residency status 
immediately.  Never maintain a resident savings 
account after becoming an NRI. 

• Use formal channels for all remittances. 

• Refrain from informal loans or investments without 
clear legal guidance. 

• Review all investments in real estate or businesses 
for FEMA compliance. 

• Retain transaction records, bank , remittance proofs for 
at least 10 years.   

Conclusion  

FEMA compliance is not optional for NRIs—it is a legal 
requirement with serious financial and reputational implications. 
The cost of ignorance is high, and in some cases, irreversible. 
NRIs should proactively ensure all financial activities in India are 
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within the legal framework and seek expert advice where 
necessary. 

Key Takeaway: It is always cheaper to stay compliant than to 
compound a violation. When in doubt—consult before you 
commit. 



153 

  

CHAPTER 23  

Why Investing in India is a Golden 
Opportunity for NRI ’ s ?  

 

Introduction: The Billion-  D o l l ar  Bond  

In 2024 alone, Non-Resident Indians (NRI’s) sent home a 
staggering 

$129 billion — a tenfold rise from $15 billion in the early 
2000s. India has consistently been the world’s top remittance 
recipient since 2008, outpacing countries like Mexico, China, and 
the Philippines. And this number is expected to reach $160 billion 
by 2029.  

Clearly, the emotional and financial ties between NRI’s and India 
remain strong. But is investing this money back into India a smart 
financial move? The answer is a resounding yes. This chapter 
breaks down why India is not just your homeland, but also one of 
the best places to grow your wealth — with facts, logic, and 
practical pathways. 

India's Growth Story: A Rocket You Can Ride 

India is currently one of the fastest-growing major economies in 
the world. In fact, the Indian stock market indices like Nifty and 
Sensex have outperformed the S&P 500 over the long term. 

If you plan to: 

• Settle or retire in India,  Buy property in India, 

• Or simply want better long-term growth than Western 
markets, then investing in Indian markets makes 
practical and emotional sense. Your money 
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compounds faster in India than in most developed 
economies. 

Diversification: Don’t Put All Your Eggs in the U.S. Basket 

Here’s an eye-opener: Over 50% of global stock market value 
lies in the U.S., and 30% of the S&P 500 is concentrated in just 8 
tech companies. 

If you're investing via global mutual funds, pension plans, or 
ETFs from the U.S., UK, or Australia, you’re likely overweight 
on U.S. tech. On the other hand, India is a diversified economy — 
like a thali with many dishes: 

• Manufacturing  IT 

• Pharma  Banking 

• Consumer goods 

Adding India to your portfolio provides real diversification, 
balancing the tech-heavy U.S. exposure with broader sectoral 
growth from India. 

Home Advantage: You Know India Better 

As an NRI, you know India’s brands, cities, and political 
landscape — from TCS to Swiggy, from Bengaluru to Surat — in 
ways that foreign investors don’t. This gives you: 

• Better risk assessment  Higher conviction 

• More comfort with volatility 

Foreign investors are often restricted by regulations, but as an 
NRI, you can invest in India more freely and repatriate your gains 
under well-defined FEMA rules. 

Range of Investment Options Tailored to Your Appetite 

India offers options from safe FDs to high-risk startups, matching 
all levels of investor experience. 

Safe & Simple 
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NRE/NRO Fixed Deposits: Interest is tax-free in India for 
NRE FDs. FCNR (Foreign Currency Non-Resident) Deposits: 
Protects you from rupee depreciation, earns in foreign 
currency. 

Medium Risk 

Mutual Funds: Low-cost, diversified exposure to equity and 
debt. Equity Mutual Funds: Enjoy long-term capital gains 
taxed at just 12.5% in India. 

Direct Stock Investment 

Invest in Indian blue-chip companies via your NRE account. 
Use curated stock baskets or investment platforms for ease. 

High Risk, High Reward 

Portfolio Management Services (PMS): For investments of ₹50 
lakhs 

or more. 

GIFT City Accounts: Invest in USD, fully repatriable, zero 
Indian tax. Startups & Angel Investing: Minimum ₹25 lakh, 
spread across deals via Angel List or feeder funds. 

Real Estate: An Emotional & Financial Asset 

Planning to buy a flat in India? 

Think of opportunity cost: Are you giving up low-interest 
loans abroad or selling your RSUs for this? 

EMIs often outweigh rental income — make sure your real 
estate decision is based on future use, not just sentiment. 

Repatriation rules apply on sale — only up to $1 million per 
year from NRO account is allowed. 

Tax & Compliance: Know the Rules 

Just because an investment is tax-free in India does not mean 
it’s tax-free in your resident country. 
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FATCA compliance means your Indian accounts are already 
being reported to your home country. 

Be aware of Passive Foreign Investment Company (PFIC) 
rules in the U.S. — many Indian mutual funds fall under this 
and may have tax burdens. 

The Digital Edge: Investing is Getting Easier 

• UPI and Fintech’s are making money transfers 
smoother.  Online KYC is improving. 

• Apps now offer all-in-one investment dashboards for 
NRIs. 

• GIFT City is removing many past compliance hurdles.  

Things to Keep in Mind Before Investing 

Clarify your immigration status: Are you moving back? 
Becoming a citizen abroad? 

Know your local tax laws: Get professional help to avoid 
double taxation. 

Evaluate opportunity cost: Time, effort, compliance burden 
vs. return. 

Start simple: Fixed deposits, index funds, real estate — then 
level up gradually.  

Conclusion: Grow Your Wealth & Build India’s Future  

India is not just a land of emotional roots, but a land of 
financial opportunity. 

Your money grows faster. 

You understand the landscape. 

You have the tools to invest safely and smartly. 

So why not invest where your heart and logic both point? 

Ride the India Growth Story. Smartly. Securely. Strategically. 
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Because when you do, it’s not just your wealth that grows — 
India grows too. 

Let’s call that a win-win-win. 
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CHAPTER 24  

From Stocks to Studios : A Young NRI ’ s 
Guide to Investing in I n d i a .  

 

Why Indi a  ?  Why Now? 

If you're a young NRI with some disposable income, India isn't 
just your homeland — it's your launchpad. You already know the 
numbers: India is the world’s top remittance receiver. But here’s 
the deal — instead of just parking that money in savings 
accounts, it’s time to make your money work harder for you. 

Two powerful ways to do that? 

-Stocks 

-Property 

Both are tangible, accessible, and increasingly friendly to NRIs 
— especially with today’s digital tools. Let’s break it down.   

R i d i ng the  I nd i a n  S t oc k Ma rke t   

If there’s one thing that beats inflation and bank interest in the 
long run, its equity investing. And the Indian stock market? It's 
booming. Indices like Nifty 50 and Sensex have outperformed 
global benchmarks like the S&P 500 in recent years. 

Here’s why young NRIs should pay attention: 

It's Never Been Easier 

You can now open an NRE/NRO + Demat account entirely 
online and invest directly from abroad using platforms like 
Zerodha, Groww, or Upstox. 

Mutual Funds: The Beginner’s Gateway 

Don’t want to pick stocks? No worries. 
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Index funds that track the Nifty 50 or Sensex are great 
starting points. 

You get diversified exposure to India’s top companies — from 
TCS to HDFC to Infosys — without needing to do deep stock 
analysis. 

Direct Stocks: Be the Boss 

Want to go DIY? You can directly buy shares of Indian 
companies through your Demat account. Use stock baskets 
curated by experts to start small and stay diversified. 

Portfolio Management Services (PMS) 

Got more funds and higher risk appetite? Services with a ₹50 
lakh+ ticket size will actively manage your portfolio. You give 
them the keys, and they drive — all backed by professionals. 

“Risk hai toh ishq hai,” goes the saying. Start small, learn fast, 
and scale wisely.  

Property: Home, Investment, or Both? 

For most young NRIs, owning a piece of India is an emotional 
dream. But emotion should follow logic — not the other way 
around. 

Here’s what you should know before buying real estate: 

Why You Might Buy Property 

• Planning to move back someday.  Want a rental income 
stream. 

• Believe in long-term capital growth. 

But Wait — Do the Math 

• Indian home loans average ~8% interest. Compare 
that to ~5% 

in the US or UAE. 
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• Rentals in India rarely cover EMIs, especially in Tier-1 
cities. 

• Don’t cash out your RSUs or retirement funds to buy 
property just for status. 

Opportunity Cost Is Real 

Ask yourself: 

“Could I invest this same money in an equity index fund or SIP 
and earn better returns with less hassle?” 

In many cases, yes. 

Real Estate Is a Long Game 

Property in India comes with: 

• Paperwork 

• Maintenance 

• Liquidity issues (selling takes time) 

So, if you're investing, think long-term — ideally 7–10 years. 

Digital Tools Are Your Best Friend 

Today's investing isn’t like your parents’ era of brokers and 
bank queues. Everything is now app-based: 

• KYC, Demat, and mutual fund onboarding can happen in 
days. 

• Property sites and legal services are available remotely. 

• Fintech platforms now offer one-click investments, 
goal-based planning, and automatic tracking. 

When to Start? 

Now. Not when you move back. Not when you're older. 

The earlier you begin, the more you compound — and the 
less pressure you feel later in life. 
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Start with: 

• ₹5,000/month in a mutual fund SIP  ₹1–2 lakh in blue-
chip Indian stocks 

• Researching REITs or fractional property investing 
if a full apartment feels too big a bite 

Quick Checklist for Young NRI Investors 

- Open NRE/NRO + Demat account 

-Start SIP in Indian equity mutual funds 

-Explore stock baskets or PMS for higher exposure 

-If buying property, analyze returns vs. equity investing 

-Use GIFT City or FCNR accounts if you want to invest in USD. 

-Track everything via digital apps — and don’t forget 
local compliance in your resident country. 

Final Word: Invest With Purpose, Not Pressure  

There’s no race. There’s no perfect investment. But if you start 
now, learn fast, and stay consistent, you’ll build real wealth — 
while staying connected to India’s growth story. 

So, whether it’s your first stock or your future studio apartment, 
investing in India is more than just a financial decision. It’s an 
investment in your roots, your future, and your freedom. 

Let your money come home — and grow. 
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CHAPTER 25  

The 1 Lakh SIP That Could Make You 
Crorepati :  A 15 – Year Blueprint for 

NRIs 

 

What If I Told You…   

You could build a ₹10 crore corpus in 15 years by simply 
investing ₹1 lakh per month — no trading, no timing the 
market, no complicated financial wizardry. Just consistency, 
strategy, and discipline. 

Sounds like a dream ? 

Not if you’re an NRI who starts young, plays smart, and lets 
India’s growth story work for you. 

This chapter is your complete, simplified roadmap to making 
that happen — inspired by a real-life strategy that's already 
helped many reach this milestone.   

The Goal: ₹10 Crore in 15 Years 

Let’s say you’re a 25–30-year-old NRI earning well, saving 
decently, and wondering where to invest long-term. 

The 10-crore goal may seem ambitious — but here’s the math: 

• ₹1 lakh/month invested via SIP (Systematic Investment 
Plan) 

• Step-up SIP by 10% annually (i.e., ₹1.1L in year 2, 
₹1.21L in year 3, etc.) 

• Expected annual return: 12% CAGR (based on past 
Indian equity returns) 

• Time horizon: 15 years 
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Outcome: You could be sitting on a ₹9–10 crore corpus. This is 
not a fantasy. It’s a calculated compounding play. 

The 30-30-40 Rule: Spend, Borrow, Invest 

This strategy works best when you use a simple money 
management principle: 

• 30% of income → for living expenses 

• 30% → for EMIs or fixed commitments 

• 40% → for investments 

If you earn ₹2 lakh/month, you invest ₹80,000. Add bonuses, top- 
ups, and annual increments, and hitting ₹1 lakh/month in SIPs is 
not unrealistic. 

But First: Build Your Safety Net 

Before investing a rupee: 

• Medical insurance – ₹25L–₹1 crore cover is a must 
(top-up policies are cheap and effective) 

• Term insurance – 10x your annual income 

• Emergency fund – 6–9 months of expenses in liquid 
funds or a savings account 

This ensures your long-term plan isn't derailed by short-term 
shocks. 

The Investment Strategy: Simplicity + Structure Step 1: Asset 
Allocation 

Since you’re young and have time, go aggressive: 

• 80% in domestic equity 

• 20% in debt/gold/international equity 

Your main engine of growth? Indian equity mutual funds. 

Step 2: Diversification by Design 

Build your portfolio using just 4–5 mutual funds, across: 
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Flexi Cap Fund (Large + Mid exposure) 

 Example: Parag Parikh Flexi Cap 

 Offers value + growth style, with a mix of domestic and 
some global exposure 

Large Cap Index Fund 

 Example: Nifty 50 Index Fund 

 Low cost, broad market exposure 

Mid Cap Fund 

 Example: Edelweiss Mid Cap 

 Good mid-cap exposure without the mega AUM concerns 

Small Cap Fund 

 Example: Nippon Small Cap or Tata Small Cap 

 Higher risk, but potential for higher alpha 

(Optional) Thematic or International Fund 

 Tactical allocation to gold or global equity 

Step 3: Diversify by Style 

Mutual funds follow different investment styles. Your 
portfolio should ideally mix: 

• Growth Funds – Focus on future earnings (e.g., 
fast-growing tech or FMCG) 

• Value Funds – Invest in undervalued companies 
(e.g., SBI Contra) 

• Momentum Funds – Ride recent market winners 

Mixing styles helps reduce volatility and
 avoid prolonged underperformance if one style lags. 
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Step 4: Discipline Over Drama 

• Don’t over-diversify: 4–5 funds are enough. Owning 
20+ funds equals 800+ stocks, which defeats the point. 

• Avoid frequent switching: Review your portfolio 
annually, not monthly. 

• Automate: Use SIPs and automate top-ups every year. 

What About Real Estate? 

Buying your first home in India is emotional. But wait. 

If you’re under 35, consider renting and investing that EMI 
instead. 

Why? 

• ₹2 crore home = ₹1.7 lakh EMI 

• Same amount in SIP over 15 years can give you ₹10 
crore 

• Mobility: Renting gives you flexibility to move for 
better jobs or cities 

• Plan to buy: Accumulate 40–50% of property value, 
then buy with ease in your 40s 

You can always own a house later. But you can’t get back lost 
years of compounding. 

Bonus Tips to Maximize Your SIP Journey 

1. Use annual bonuses wisely: Add lump sum to your SIP 
funds 2. Quarterly top-ups: Reinvest leftover income, 
promotions, and 

side hustles 

Avoid lifestyle creep: Upgrade life slowly, not every time you get 
a raise 

Focus on income growth: More income = higher SIP = 
faster corpus 
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Track, but don’t obsess: Let your SIPs work in the background 

A Mindset Shift: Invest More, Not Smarter 

Most people obsess over finding the “best” fund. But that’s not 
the game. 

“You cannot control returns. What you can control is how much 
you invest.” 

Focus on your career. Focus on increasing your income. Let your 
SIPs grow with your paycheck. 

The Goal Is Not 10 Crores. It’s Freedom. 

₹10 crore is not just a number. It’s: 

• Freedom to work because you want to, not because you 
have to 

• A solid retirement fund 

• A safety net for family 

• A launchpad for your next venture 

As one investor said, 

“Money should give me the ability to do what I want to — 
not because I have to.” 

Final Thoughts: NRIs, It’s Time to Back India 

You’re earning globally, but don’t ignore the 
compounding powerhouse that is India. 

By consistently investing just ₹1 lakh/month in a well-built 
SIP portfolio: 

• You support India’s economy 

• You benefit from India’s growth 

• And you create generational wealth — on your terms 
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Start today. Stay disciplined. Let India build your 10-crore 
story. TL;DR: The 10 Crore SIP Formula 

Element Action 

Monthly SIP ₹100,000 

Step-up +10% annually 

Time Horizon 15 years 

Assumed Return 12% CAGR 

Portfolio 4–5 diversified mutual funds 

Outcome 4–5 diversified mutual funds 

Build wealth without burnout. Let India reward your 
consistency. 
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CHAPTER 26  

The 100 Crore SIP Journey : A 
Compelling Investment Opportunity 

for NRIs in India 

 

Introduction 

In the world of wealth creation, few strategies offer as much 
simplicity, predictability, and power as the humble SIP — 
Systematic Investment Plan. For Non-Resident Indians (NRIs), 
this tool presents a transformative opportunity to build long-term 
wealth in India, a country that continues to offer strong economic 
fundamentals, demographic advantage, and attractive growth 
potential. 

The “100 Crore SIP” story is not a fantasy. It is the real-life 
journey of disciplined investing, anchored in patience, 
consistency, and conviction. This chapter explores how NRIs can 
replicate this journey, create generational wealth, and 
meaningfully participate in India's growth story — even from 
thousands of miles away. 

The Story Behind the Vision 

Mr. Gajendra Kothari, a respected mutual fund advisor from 
Mumbai, began his SIP journey with just ₹10,000 a month at the 
age of 30. His goal: to create a ₹100 crore corpus purely through 
SIPs, without speculative bets or shortcuts. Over time, he 
increased his monthly contributions while maintaining a simple 
mantra — "Discipline, Patience, and Faith in the Indian Growth 
Story." 

This chapter is inspired by such journeys — relatable, replicable, 
and rooted in sound financial principles. If he could do it with 
₹10,000 SIPs, so can you. And India, with its expanding capital 
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markets and regulated financial infrastructure, offers the ideal 
ground.  

Why Should NRIs Look at SIPs in India? 

• Access to India’s Growth Story 

 India remains one of the world’s fastest-growing economies.  
SIPs offer access to top-performing mutual funds that invest in 
India’s top 500 companies across sectors — technology, 

banking, infrastructure, consumption, and more. 

Rupee Advantage 

 When investing in INR from a foreign currency, NRIs benefit 
from currency arbitrage if the rupee strengthens over the long 
term. 

 SIPs create natural rupee assets to hedge future INR-based 
liabilities (e.g., children’s education, retirement in India, family 
support). 

Regulatory Framework and Transparency 

 Indian mutual funds are tightly regulated by SEBI. 

 NAV-based pricing, daily disclosures, and fund fact sheets 
ensure clarity and protection. 

Ease of Investment and Management 

 NRIs can invest through NRE/NRO accounts, either 
repatriable or non-repatriable. 

 Paperless onboarding through KYC-compliant platforms is 
widely available. 

Why Mutual Funds Over Direct Stocks for NRIs? 

• Access to Professional Fund Management 

Unlike direct equities that demand your time and expertise, 
mutual funds allow professionals to manage your money across 
asset classes. 
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• Diversification 

Your SIP doesn’t invest in one company — it spreads across 
dozens of high-quality businesses. 

• Time-Zone and Execution Advantage 

NRIs often lack the time to track Indian markets. SIPs take 
away timing anxiety. 

The Mathematics of a 100 Crore SIP 

Let’s break the myth: A ₹100 crore corpus is not a one-time 
windfall. It’s the compounding effect of disciplined, long-term 
investing. Here's a sample roadmap: 

Starting 
Monthly 
SIP 

Annual 
Step-Up 

Investment 
Duration 

Expected 
CAGR 

Estimated 
Corpus 

₹50,000 10% 25 years 15% ₹25–30 Cr 

₹100,000 10% 25 years 15% ₹50–60 Cr 

₹200,000 10% 25 years 15% ₹100+ Cr 

 

With every step-up and reinvested gain, your SIP becomes a 
snowball. 

Key Success Factors: The NRI Investor’s Checklist 

• Start Early 

• Begin SIPs with any amount — ₹10,000 or ₹1 lakh — 
and stay invested. 

• Automate and Ignore Noise 

• Set up automated debits. Don’t let headlines 
dictate your decisions. 

• Review Annually, Not Weekly 
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• Long-term investing doesn’t need frequent churning.  
Stay the Course During Market Crashes 

• Crises create millionaires. Investors who added SIPs 
in March 2020 COVID lows have already multiplied 
their capital. 

The Role of a Trusted Advisor 

Every investor — especially NRIs — needs a financial navigator. 
Much like a pilot handles turbulence mid-air, a seasoned advisor 
helps you stay focused on long-term goals and avoid short-term 
panic. 

Choose an advisor who: 

• Practices what they preach (skin in the game) 

• Communicates openly (about commissions, goals, risks)  

• Is solution-focused, not sales-focused 

• Believes in relationships, not transactions   

A Final Word: Investing with Purpose  

The 100 Crore SIP journey isn’t about vanity. It’s about financial 
freedom, dignity, and creating a legacy. You may not aim for 
₹100 Cr 

— maybe ₹5 Cr is your goal. But the principles are the same. 
SIPs reward those who respect time, stay patient, and trust in 
India's future. 

As an NRI, you have the privilege of global income and the 
opportunity to tap into India's financial potential. Use this 
privilege wisely. Invest with intent. Let your SIPs grow silently 
while you live your life — and let compounding do its quiet 
magic. 
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CHAPTER 27 

GIFT City – A Game Changer for NRI 
Investments and Banking 

 

Introduction 

For NRIs seeking simplified, compliant, and globally aligned 
investment and banking solutions, GIFT City (Gujarat 
International Finance Tec-City) has emerged as a powerful 
alternative to traditional routes. While it is located within India, 
its Special Economic Zone (SEZ) status and offshore 
jurisdiction make it functionally outside India for taxation, 
FEMA, and regulatory purposes. 

This chapter compiles insights from investor experiences, 
institutional guidance, and verified practices from reputed sources 
like SBI’s Gift City branch to present a comprehensive view of 
the benefits, procedures, and opportunities GIFT City offers 
to NRIs. 

An Offshore Jurisdiction within India 

GIFT City functions under the regulation of IFSCA (International 
Financial Services Centers Authority) and is recognized as an 
offshore jurisdiction for: 

• Taxation 

• FEMA compliance 

• Banking and Investment regulation 

This means NRIs investing or banking through GIFT City enjoy 
the benefits of an offshore center—without stepping outside 
India. 

Seamless Investments – No Indian Compliance Overheads 
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NRIs investing through GIFT City do not require: 

·A PAN or Aadhaar card 

·An NRE/NRO account 

·OCI/PIO status 

Investments can be made directly from foreign bank accounts, 
and redemptions return to the same account, without touching 
Indian banking systems. This simplifies compliance and 
documentation significantly. 

Dollar-Denominated Wealth Management 

All GIFT City accounts, and investment products are 
denominated in 

USD or other major foreign currencies such as: 

·EUR, GBP, JPY, CAD, SGD, AUD 

This allows NRIs to: 

·Avoid rupee depreciation 

·Maintain currency-matched portfolios 

·Invest and bank in the currency of their choice 

Resident Comfort with Global Efficiency 

GIFT City offers the comfort of a domestic jurisdiction (e.g. 
support in Indian time zone, local language, visitability) while 
functioning like an international finance center. For NRIs who 
return to India or visit frequently, this dual advantage is 
unmatched. 

Banking Services – Offshore Quality, Onshore Location GIFT 
City banks (like SBI IFSC Unit) offer: 

·Foreign currency savings accounts 

·Foreign currency current accounts 

·Term deposits (7 days to 5 years) 
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·SOFR-linked or US Treasury-linked deposits 

·USD million-plus deposits with negotiated interest rates 

Key highlights: 

·Zero balance accounts 

·No account opening or maintenance charges 

·No charges on incoming wire transfers 

·Online banking up to USD 25,000 per transaction; larger 
transfers allowed via digital upload 

·No ATM or cheque book facility (for compliance reasons)  

Easier FCNR Alternative 

Unlike FCNR deposits (minimum one-year lock-in), GIFT City 
allows: 

·Short-term foreign currency deposits starting from 7 days 

·Flexible withdrawal options 

·Loans against deposits 

·No TDS on interest income 

This resolves one of the biggest frustrations NRIs face 
with traditional Indian banking. 

Special Relevance for Seafarers and High-Risk Tax Jurisdictions 

For seafarers and NRIs receiving salaries directly from 
foreign employers: 

·GIFT City accounts eliminate the risk of Indian tax liability 
arising from salary credits into Indian accounts 

·The account is legally considered outside India 

This can be a major tax-planning tool for globally mobile NRIs. 

Insurance in Dollars – In India 
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Dollar-denominated life insurance and health policies are now 
being offered from GIFT City by regulated Indian insurers. This 
solves the dilemma of: 

·Where to buy insurance? 

·In what currency? 

·Under which jurisdiction? 

Claims can be made in India, giving global security with local 
peace of mind. 

Investing for All Sizes: From $200 to $1 Million+ 

Contrary to earlier assumptions: 

·GIFT City is not only for HNIs 

·Retail-friendly products are now emerging 

·SIPs starting as low as $200/month are now available 

Meanwhile, high-net-worth individuals can: 

·Invest in USD 150,000+ AIFs 

·Customize treasury-linked deposits 

·Access sophisticated offshore fund structures  

Financial Planning for Life Goals 

GIFT City products are evolving beyond generic returns: 

·Plan for education abroad 

·Create retirement corpus 

·Secure life and health coverage 

·Access multi-asset global portfolios 

The ecosystem is structured to support goal-based investing, 
aligning with how global NRIs structure their wealth. 

Not Just for NRIs – Also for Residents & Foreign Nationals 

GIFT City is accessible by: 
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·Resident Indians through the Liberalized Remittance Scheme 
(LRS) 

·Foreign nationals who wish to invest in Indian or global markets 

·OCI/PIO-unqualified investors (e.g., spouses or family 
members of NRIs) 

Its global structure makes it India’s only gateway truly open to 
cross- border capital. 

Opening a GIFT City Bank Account – Practical Guide 

Step-by-step process (as observed in SBI IFSC Branch): 

·Step 1: Reach out to the bank via email (each has a dedicated 
IFSC unit website) 

·Step 2: Request application form and KYC list 

·Step 3: Prepare the following documents: 

Passport & visa copy 

Address proof (e.g., utility bill) 

Tax residency certificate 

Travel details (especially if applying from India) 

·Step 4: Get documents notarized by:  

Indian Embassy  

Authorized overseas banks 

SBI/ICICI/HDFC overseas branches (if allowed)  

·Step 5: Await approval & initiate online activation 

Note: Existing KYC from NRE/NRO accounts cannot be 
reused. GIFT City accounts have separate compliance protocols.  

Technology & Support 

·Internet banking with quick remittance facilities 

·SBI YONO Global / Feva apps supported 
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·Real-time support from Indian and international branches 

·No physical branch visit required in most cases   

Conclusion: Should NRIs Use GIFT City? 

Absolutely. Whether you’re an NRI in Dubai, Singapore, 
London, or New York, GIFT City brings you: 

- International-grade investment and banking 

-Seamless digital access 

-Zero tax surprises 

-Currency stability 

-Regulatory clarity 

-Insurance, banking, and investing under one roof 

It’s India’s most progressive step toward global financial 
integration. 

Final Tip 

Take action. Visit the websites of Gift City bsranches of reputed 
banks like SBI, ICICI, HDFC, and Kotak. If you're planning to 
stay globally compliant, tax-smart, and currency-hedged, GIFT 
City may be your best financial ally. 
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CHAPTER28  

Life ’s Unpredictables — The Key Risks 
NRIs Must Prepare For 

 

Introduction 

Most aspects of financial planning can be handled through 
experience. But there are two events in life that offer no trial runs: 
dying too early and living too long. These two extremes can 
devastate even the most carefully laid financial plans— especially 
for Non-Resident Indians (NRIs) who often live far from their 
families, with cross-border assets, dependencies, and regulatory 
complications. 

In this chapter, we explore the critical risks that NRIs must plan 
for and introduce succession planning and trust structures as 
effective tools to mitigate these risks. Whether you're building 
wealth or thinking about how your family will live beyond your 
lifetime, this is a guide to plan for the inevitable—with clarity and 
care. 

Section 1: The Risk of Dying Too Early 

The Harsh Reality 

Death is never easy to talk about. But for an NRI, its 
consequences are often amplified. Imagine not waking up one 
morning. What follows? 

·Who will take care of your spouse and children? 

·How will your family manage your liabilities like EMIs, rent, or 
education expenses? 

·What happens to your properties, bank accounts, investments 
spread across India and abroad? 

·Who will navigate these complex matters in your absence? 
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Financial Shockwaves 

Most families are ill-prepared to deal with the sudden 
vacuum created by an untimely death: 

·Inadequate Insurance: Often arbitrarily set, not based on 
real economic impact analysis. 

·Financial Illiteracy of Spouse: Many spouses are not involved 
in financial planning or wealth management. 

·Emotional Paralysis: Grieving spouses and children are 
not equipped to make rational financial decisions. 

·Influence of Misguided Advisors: Bankers, relatives, or 
salesmen may misguide the family in asset handling. 

·Cross-Border Complexities: Repatriation of mortal 
remains, succession laws in multiple jurisdictions, frozen 
accounts, etc. 

Risk Mitigation Tools 

Adequate Life Insurance: Based on actual calculations of 
liabilities and future family needs—not guesswork. 

Nomination & Will Drafting: Clearly name beneficiaries for all 
accounts and assets. 

Family Financial Orientation: Share important financial details, 
documents, and advisor contacts with your spouse. 

Emergency Protocol Document: Create a written plan listing 
what your family must do, whom to contact, and where critical 
documents are kept. 

Trust Formation: For NRIs with considerable assets or minor 
children, setting up a trust can centralize and streamline 
inheritance while avoiding probate. 

Section 2: The Risk of Living Too Long 

The Silent Crisis 
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Living long is often celebrated—but it’s not without risks. The 
biggest being running out of money and losing independence: 

·Post-retirement, many receive a large corpus and begin what’s 
called revenge spending—lavish travel, home renovations, or 
overspending on children's weddings. 

·By 65–70, many deplete a significant portion of their retirement 
corpus. 

·Inflation erodes purchasing power, especially for those 
depending on fixed pensions or annuities. 

·Children, often settled abroad, may not be physically or 
financially able to support aging parents. 

Compounding Challenges 

·Loneliness and Isolation: Spouse may pre-decease; friends 
are fewer; children are far. 

·Rising Medical Costs: Dementia, Parkinson’s, and other 
geriatric conditions can result in heavy caregiving expenses. 

·Cost of Services: Domestic help, nursing care, assisted 
living are expensive and rising. 

·Decision Fatigue: With advancing age, the ability to 
manage finances deteriorates. 

Risk Mitigation Tools 

Retirement Corpus Management: Create a drawdown plan 
with inflation-adjusted projections. 

Health Insurance with Long-Term Care Rider: Essential 
for covering future medical costs. 

Annuity Products with Joint Life Options: Offers 
stable, predictable cash flows. 

Power of Attorney: Grant this to a trusted person while you’re 
still healthy and capable. 
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Trust Formation: Appoint a corporate trustee or a trustworthy 
family member to manage assets, make disbursements, and 
ensure your care as per your wishes. 

Section 3: The Role of Trusts in Risk Mitigation 

Why Consider a Trust? 

A trust is a legal entity that holds and manages your assets 
according to a written document (the trust deed). Especially for 
NRIs, it offers: 

• Continuity in case of death or incapacity 

• Efficient succession without legal battles or probate 
delays 

• Protection of minor children’s interests 

• Privacy in wealth transfer 

• Cross-border recognition and simplified inheritance 

Key Trust Provisions for NRIs 

·Settlor: You, who sets up and funds the trust. 

·Trustees: People or institutions who will manage the trust assets. 

·Beneficiaries: Your spouse, children, or others who will benefit 
from the trust. 

·Instructions: Detailed rules on when and how assets are to 
be distributed—during your lifetime and after. 

You can even plan for events like: 

·A child turning 21 

·Funding a dependent with disabilities 

·Providing monthly income to an aging parent or spouse 

·Ensuring wealth isn't misused or prematurely distributed 
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Conclusion: Designing for the Unknown  

As an NRI, your life is global—but risks are universal. 

Early death and extended longevity both carry serious financial 
consequences. The good news? You can plan for them. 

The key is to over-engineer your life for safety—just like an 
aircraft. Not because you expect to crash, but because once a 
crash happens, you can’t fix things afterward. 

Whether it's through a comprehensive insurance plan, an estate 
plan with a will, or a trust structure for your legacy, preparation 
today will secure your family's tomorrow. 

In the next chapter, we will explore how to create a family trust, 
what clauses you must include, and how to structure it effectively 
for Indian and global assets. 

“You may not control when you leave or how long you live—but 
you can control what happens to your wealth, your dependents, 
and your peace of mind.” 
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CHAPTER 29  

The Hidden Wealth Trap – Succession 
Planning for NRIs 

 

The Billion-Dollar Problem Few NRIs Talk About 

Imagine this: 

In a small flat in Mumbai, a widow in her 70s stares helplessly at 
a stack of papers. Her son, now settled in the U.S. for over two 
decades, passed away unexpectedly. He had bank accounts, 
mutual funds, and a property in India—but no clear succession 
plan. 

Today, she’s stuck between legal formalities, endless paperwork, 
and a legal system she barely understands. Worse, she’s not even 
sure where all his assets are. 

Sadly, she’s not alone. 

The Shocking Numbers 

·Over ₹2.5 lakh crore (approx. $30 billion) worth of unclaimed 
assets lie idle in India. 

₹82,000+ crore in shares 

₹78,000+ crore in bank deposits 

₹35,000 crore in mutual funds 

₹22,000 crore in provident funds 

₹20,000 crore in insurance 

Nearly 33 lakh inheritance cases in India are stuck in litigation, 
some dragging on for over 10 years. 

The core reason? Lack of succession planning. 
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And for NRIs, the risk multiplies—distance, different laws, and 
lack of awareness can turn a simple legacy into a legal 
nightmare. 

Why NRIs Must Pay Attention Now The NRI Life Story 

As an NRI, your story often follows a familiar path: 

You left India for better opportunities. You built a life abroad. 
Your children were born and raised outside India. You have 
assets in India 

—ancestral property, bank accounts, mutual funds, maybe even 
a business. 

But what happens if you're not around tomorrow? 

·Will your spouse know how to claim your Indian assets? 

·Will your children, living abroad, be able to manage legal 
formalities in India? 

·Will your siblings or relatives dispute your estate? 

·Will tax authorities abroad treat Indian inheritance as taxable 
income? 

These aren’t hypothetical questions. These are real problems 
faced by thousands of NRI families every year. 

The 4 Big Responsibilities in NRI Succession Planning 

Secure Your Own Assets in India 

Whether it's a flat in Bangalore, an FD in Kochi, or mutual funds 
in Mumbai—you need a plan. 

Help Parents Plan Their Estate 

Your parents might be sitting on significant wealth in India—but 
without a will or trust, this could become a major headache for 
you and your siblings. 

Avoid Cross-Border Legal Complications 
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Inheritance tax in the US can be up to 40%, and similar in the 
UK. Even Indian wealth may attract foreign tax liability if not 
planned correctly. 

Prevent Family Disputes 

Siblings often fall out after the parents' death. Verbal assurances 
don’t work—only legal documentation does. 

Your Toolkit: How to Plan Succession Like a Pro 

Option 1: Will 

·Simple document, stating how your assets will be distributed. 

·Executed after death. 

·Prone to delays, probate, and disputes. 

·Good starting point, but not foolproof. 

Option 2: Family Trust (Recommended for NRIs) 

Imagine creating a "legal locker" for your wealth. 

A Private Family Trust is a separate legal entity—just like a 
company: 

·It holds your wealth (property, shares, business) during 
your lifetime. 

·You (the settlor) control it. 

·You appoint trustees (yourself, your children, or professionals). 

·You define rules for how the wealth will be used and transferred. 
The result? No probate. No court. No family drama.  

The Family Trust Advantage (in Plain Words) 
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Benefit How It Helps 

Control During 
Wealth 

You remain the boss while you're alive. 

Life Smooth 
Inheritance 

Assets go directly to beneficiaries 

—no courts. 

Tax Mitigation Avoid or reduce foreign inheritance tax. 

Conflict Protection Avoid sibling fights—set clear rules in 
trust deed. 

Business Seamless transfer of business ownership. 

Continuity Trust can be operated remotely. 

 

How to Set It Up – Simple Timeline 

 

Day Task 

1 Consult a legal + tax advisor 

7 Define structure and trustees 

10 Draft trust deed 

20 Register the trust 

30 Get PAN and open trust bank account 

40 Transfer initial corpus – Trust is Live! 

 

A Real-Life Model for NRI Families 

Step-by-Step Holding & Baby Trust Structure 

·Parents create a Holding Trust in India. 
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·Assets (real estate, FDs, mutual funds) are transferred into 
this trust. 

·Upon their passing, the trust divides into two “Child Trusts”, one 
for each child. 

·Each child manages their own trust, according to pre-set rules. 

·This avoids: 

 Probate 

 Fights over property  Repeated taxation 

 Inheritance delays 

Know the Laws: What You MUST Understand 

Indian Succession Laws 

Different laws apply based on religion (Hindu Succession Act, 
Muslim Law, etc.). Wills and trusts must be structured 
accordingly. 

FEMA Rules 

·Limits transfer of inherited wealth to $1 million per financial 
year per heir. 

·Trust must be FEMA-compliant if it has NRI beneficiaries.  

Tax Laws 

·Trusts must file IT returns. 

·Income to beneficiaries is taxed based on structure 
(revocable/irrevocable).  

Coming Soon? Inheritance Tax in India 

·Talks are ongoing to reintroduce inheritance tax, abolished in 
1985. 

·A family trust can help mitigate or avoid its impact altogether. 

Common Mistakes NRIs Must Avoid 

Relying only on verbal promises 
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Ignoring Indian assets just because you live abroad Assuming 
siblings won’t fight 

Not having a Power of Attorney 

Waiting too long to write a will or create a trust 

Final Thoughts: Secure Your Legacy Now 

Succession planning is not about death—it’s about life beyond 
you. Your spouse, your children, your parents—all rely on you to 
ensure they won’t be left in financial and legal chaos. 

Think of it like this: 

-We buy travel insurance before every trip. 

-We insure our health, our homes, our gadgets. 

-But our life’s biggest asset—our wealth—often has no 
protection plan. 

Call to Action 

·Start with a will—it takes 30 minutes. 

·Move to a family trust for more control and protection. 

·Work with experienced professionals who understand NRI needs. 

“Legacy is not what you leave to your children, but what you 
leave for them—clarity, confidence, and continuity.” 
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