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mongst the emerging markets
A in the global economy today, In-

dia seems to be occupying a fa-
vorable spot. This favorable position
has been enhanced with India climb-
ing the ranks in the list of countries
in terms of ease of doing business.

Given this scenario, naturally, a lot
of NRIs who are seeking growth and
challenging career opportunities are
looking to return or have already re-
turned to India. As a returning Indi-
an one may find that many things
have changed in India for the better,
but many items related to banking
and personal finance may need atten-
tion and prior planning.

S0 where does one start and how
does a returning Indian simplify fi-
nances on his or her return. Here are
afew items to address.

@ Understand your tax status: On re-
turning to India, a NRI would become
aresident provided he/she spent
more than 182 days in India in that
vear. Accordingly, being a resident
means he has to pay taxes in India

on his worldwide income.

In case the 182 days condition is
not met, the returning Indian would
be classified as ENOR (Resident but
not ordinarily resident). This status
is possible if the person has not been

resident in India for nine out of the
10 previous tax years, or he has lived
in India for less than or equal to 729
days in the previous 7 tax years. Ac-
cordingly he will be considered
BNOR and his income in India will be
taxed but not his global mcome.

Only after he has completed two
vears on his return his status will
change to resident and ordinarily res-
ident (ROR). Once the status becomes
ROR, his global income will also be
taxable in India.
® Bank Accounts and what to do with
them: Secondly, returning Indians
need to make a laundry list of all ac-
counts they may own overseas as well
asinIndia. The Reserve Bank of In-
dia allows NRIs to hold four types of
accounts: foreign currency non-resi-
dent (FCNR) account, non-resident
external (NRE) account and non-resi-
dent ordinary (NRO) account and
Resident Forelgn Currency (RFC) ac-
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count.
® What happens to the existing bank
accounts?

NRE and NRO savings accounts:
These need to be re-designated as res-
ident accounts on return to India.
Funids held in NRE accounts may be
transferred to the RFC account (de-
pending on whether the NRI is eligi-
ble for maintaining RFC account).

8 NRE and FCNR FDs: These can be
changed to RFC (resident foreign cur-
TENCY) account on maturity.

® Overseas accounts: These may need
to be closed, which means that some
pre planning is required as the clos-
ing of accounts may require your
physical presence in that geography
Owverseas accounts need to be report-
ed in tax filings once you are a ROR,
50 consolidation of accounts may be a
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simpler solution.
B Assets and next steps: Listing all
assets owned by all family member al-
lows the returning Indian family to
plan ahead about the next action on
these assets, especially the ones held
overseas. Real estate assets held over-
seas in particular may need some
planning as managing them from In-
dia may reguire time and efforts be
vond the return potential they have.
There would therefore be need of a
decision about whether the assets
held overseas will be held as is or not,
accordingly action may be needed to
maintain or exit overseas assets.
While deciding about assets, taxation
and reporting of assets in your tax
filing each year would also be impor-
tant items to consider.
B Income and associated tax: As men-
tioned earlier, depending on the tax
status, income both local and global,
could be subject to tax in India. On re-
turning to India, the NRE/FCNR FD
mterest rate continues to be the same
till maturity, it is best to double check
the same with the bank. The interest
ncome becomes taxable when a NRI
becomes a resident. NRE FD interest
ncome is taxable even when one is

BNOR status although FCNRE FD in-
terest income is tax free when one is
ENOR.

In case of countries with which In-
dia has double taxation avoidance
agreement (DTAA), tax credit can be
claimed in India for taxes paid on in-
come abroad. It may also be prudent
to use the services of ataxadvisor
gualified to understand DTAA be-

PLANNING A BUFFER
CORPUS FOR THREE TO
SIX MONTHS OF LIVING
EXPENSES, WOULD
SMOOTHEN THE
SHIFTING AND
SETTLING DOWN
PROCESS AND MAY
HELP TIDE OVER SOME
EXTRA EXPENSES THAT
MAY COME UP DURING
RELOCATION.

tween the geographies concerned.
# Buffer corpus planning for the in-
terim period: As returning Indians
may have spent limited time in India,
there would be a need to estimate the
correct cost of living in India now. As
many returning Indians may remem-
ber India of afew years earlier, the
cost estimates may be off. Planning a
buffer corpus for three to six months
of living expenses, would smoothen
the shifting and settling down
process and may help tide over some
extra expenses that may come up dur-
ing relocation.
® Relocation means reworking your
financial plan: As relocation involves
many changes to existing finances in-
cluding ncome, expenses, assets and
liabilities, goal costs etc. naturally
therefore a relook at the overall fi-
nancial plan is essential. Use the
services of a financial planner who
understands your goals and can guide
vou in the new geography

Orverall the returning Indian has a
lot to look forward to once in India
and the process of relocation can be
made smoother by better planning
and thinking ahead.

{The author is Co-Founder and
Director of Plan Ahead Wealth
Advisors, and can be contacted on
shalini.dhawan@planahead.in)




