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FREQUENTLY ASKED QUESTIONS (FAQs)

Definitions:
Q) Whao is an NRI?

A) A Non-resident Indian’ (NR)is & person resident outside India who is a citizen of India, in efther
case!

(I} Fortaking up employment outside Indis or
(if) Forcarrying onoutside India a business or vocation outside India, or

(] Farany purposa, in such circumstances as would indicate his mtention to stay autsida India
for an uncertain penod,

For income {ax purpose, a non-resident is a person who has been living out of India for more than
182 days in the preceding financial year.

) Who is a PIO?

Az A Person of Indian Ongin (PHD) is a person resident outssde India who is a citizen of any couniry
other than Bangladesh or Pakistan or such other country as may be specified by the Central
Government, satisfying the following conditions:

a \Whowas acitizen ofindia by virtue of the Constitution of India orthe Citizenship Act, 1855 (57 of
1955); or

b. Whobalonged toa territory that became part of India after the 15th day of August, 1947 or

. Whois achitd ora grandchild or a great grandchild of acitizen of India or of a person referred toin
clauvse (a)or {b); or

d. Whois a spouse of forelgn ongin of a atizen of India or spouse of foreign orgin of a person
referred to in clause (a) or (b} or {c)

APIQwillinclude an ‘Overseas Citizen of India’ cardholder within the meaning of Section 7{A) of the
Citizenship Act, 1955, Such an OCI Card holder should also be a person resident oulside India.
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Q) WHO is an OCI
A) An ‘Owerseas Citizen of India’ is a foreign national;

(1) Who was a citizen of India at the time of, or atany time after 26th January, 1950; or

(i} Who was eligible to become a citizen of India on 26th January, 1950, or

it} Who balongad to a territory that baecame part of India after 15th August, 1847 or

i) Whao is a child or a grandchild or a great grandchild of such a citizen; or

w1 Who iz a minor child of such personz mentionad above; or

ivi] Whois a minorchild and whose both parents are cilizens of India orone of the parents isa
citizen of India

Above are eligible for registration as OCl cardholder. Besides, spouse of foreign origin of a
ertizen of India ar spouse of foreign origin of an Cverseas Citizen of India Cardholder and whosa
marriage hasbeen registered and subsistedfora continuous pericd of notlessthantwovears
immediately preceding the presentation of the application is also eligible for registration as OCI
cardholder. However, no person, who or either of whose parents or grandparents or great
grandparents is or had been a ctizen of Pakistan, Bangladesh or such other country asthe
Central Government may, by notification in the Official Gazette, specify, shall be eligible for
regstrabon as an Overseas Citizen of India Cardholder

Q) What is OCB?

A) Cwverseas Corporate Body or OCEB are companies, partnership firms, societies and
other corporate bodies which are owned, directly orindirectly, to the extent of at least 60% by
individuals of Indian nationality ar orgin resident outside India as also overseas trusts in which
al least 0% of the baneficial interest is irevocably held by such persons.
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DEPOSIT ACCOUNTS

Q) What types of deposit accounts can a Non Resident Indian (NRI) maintain?

A) A non-resident Indian can mainly maintain folowing accounts;
a) In Rupees: Non Resident External Account (NRE) Mon Resident Ordinary Account (NRO)
k) In Foreign Currency: Foreign Currency Non Resident (Banks) (FCNR (B)).

Q) Canan NRImaintain multiple accounts with different banks in India, simultaneously 7
A) Yes, thera is no prohibition 1o open and maintain multiple accounts alcs.
Q) Gan an NRI open an account with 2ero balance?

A) Yas, an individual taking up an employment, business, vocation etc, can completa the
account opening formakities prior io going abroad with zero balance. Subseguently, he must
rermit funds to make the account operative within a reasonable ime, whersafter only chaque
book will beissued.

Q) What type of account can a residentireturning NRI or P10 maintain?
A) Resident Foreign Currency (RFC) account.
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NRE ACCOUNT

Q) Who can open NRE account?

A) NRis and P10= can maintain the NRE account with authorized dealer bank. Individual/entities
of Pakistan and Bangladesh shallrequires prior approval of the Reserve Bank of India

Q) What are the types of NRE account?

A) Saving, Current, Term deposit and Recurring deposit. NRE term deposit account can be
maintained for 1 o 3 years.

Q) Can NRE account have joint holder?

A) May be held jointly in the names of two or more MEIs! PIOs.

NRIs/ PlOs can hold jointly with a resident relative on 'former or survivor' basis (relative as
defined in Companies Act, 201 3). Theresident relative canoperate the accountas a Powerof
Attorney holder during the life time of the NRI/ P10 account holder,

Q) What is the NRE account denominated in?

A) Indian rupeas.

Q) What type of money can be credited in NRE account?

A) Credits permitted to this account are inward remittance from outside India, interest
accruing on the account, interast on investment, transfer from other NRE/ FCNR(B) accounts,
maturity proceads of imnvestmeants {if such investments ware mada from this account or through
inward remitance).

Current income like rent, dividend, pension, interest etc.

Q) What are the permissible debits in NRE account?

A) Permissible debifs are local disbursements, remitiance outside India, transfer to other NEE/
FCMNRIB) accounts and investments in India
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Q) Are the funds in NRE account repatriable?

A) Yes, the NRE account funds are frealy repatnable.

Q) Are they taxable in India?
A) Mo, it is exempied from income tax and wealth fax.

Q1 Can | have a nominee for my NRE account?

A) Yes, nomination facility 1= available for NRE account

Q) Can | have Power of Attorney holder in India?

Al Yas.

Q) Can Power of Attorney holderinindiaon behalfofaNRlopen/close NRE account?
A) Mo

Q) Can resident Power of Attorney holder operate on the NRE accounts?

A) Yes, provided such operations are resfricted to withdrawals for local paymenis. In case
wherethe accountholderis eligibletomake investments in India, the powerof attorney holder
may be permitted by authonzed dealer branch lo operate the account to facilitate such
investments.

Q) Can resident Power of Attorney holders repaftriate funds heldin the NRE account out of
India?

A) The residant Power of Attorney holders shall not be allowad to repatnate outside India funds
heldinthe NRE account underany circumstances otherthan tothe account holderhimsalfnor
o make payment by way of gift to a resident on behalf of the account holder or transfer funds
from the account to anather NRE account,

Q) Can Resident Power of Attorney holder credit proceeds of foreign currency notes, bank
notes and travelers cheques to the NRE accounts?

A) No
Q) Can loans be granted on NRE deposit account?
A)AD can sanchion loans in India to the account holder/ third pariies without any limit, subject

lo usual margin requirements, These loans cannol be repatiated outsida India and can be usad
in India only for the purposes specified in the regulations.
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In casa of loans sanclioned to a third party, there should be no direct or indirect foreign
exchange consideration for the non-resident depositor agreeing to pledge his deposits to
anabla the resident individual! firm/ company to abtain such facilities

In case of the lnan sanctioned o the account holder, it can be repaid aither by adjusting the
depaosits orthrough inward remittances from outside India through banking channels orout of
halances held inthe NRO account of the acocount holder.

The facility for premature withdrawal of deposits will nof be available where loans against such
deposits are availed of

The term "loan” shall include all iypes of fund based’ non-fund based facilites.
QiWhatshouldbedonewhenwithNRE accountwhenits helderbecomes aresidentindian?

A) MEE accounts should be designated as resident accounts or the funds held inthese accounts
may ba transfarred totha RF Caccounts, atthe optionoftheaccount holder, immediately upon
the return of the account holder to India for taking up employment or on change in the
residential status.

www.carajput.com



Rajput Jain & Associates RJA-Committed to provide innovative solutions

NRO ACCOUNT

Q) Who can open NRO account?

A) Any parson resident outside India for putting through bonafide transactions in rupees.

Individuals/ entities of Pakistan nationality! engin and entities of Bangladesh ongm require the
prior approval of the Reserve Bank of India.

Post Offices in India may maintain savings bank accounts in the nameas of persons resident
outside India and allow operations on these accounis subject to the same ferms and conditions
asare applicableto NRO accounts maintained with an authorised dealar authorised bank.
Q) Can NRO account be held jointly?

A) May be held jointly in the names of two or mora NRis/ PIOs. May be hald jointly with
residents on ‘former or survivor basis.

Q) What is the NRO account denominated in?

A) Indian rupees.

Q) What are the type of NRO accounts?

A) Savings, Current, Recurring, Fixed Deposit.

) What are the permissible credits in NRO account?

A) Inward remittances from outside India, legitimate dues in India and transfers from other
MRD accounts are parmissible credits to NRD account. Rupee gift! loan made by aresidenttoa
NRI PIO) ralative within the limits prescribed under the Liberalized Remittance Scheme may be
credited io the latter's NRO account

Q) What are the permissible debits in NRD account?

A) The account can be debited for the purpose of local payments, transfers to other NRO

accounts of remittance of current income abroad. Apart from these, balances in the NRO
accountcannot berepatriated abroad exceptby MRIsand PIOs upto USD 1 million, subjectto
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conditions specified in Foreign Exchange Management (Remittance of Assets) Regulations,
2016, Funds can be transferred to NRE account within this USD 1 Million facility

Q) Are the funds in NRO account repatriable?

A) Mot repatriable except for all current income. Balances in an NRD account of MRIs/ PIOs are
remittable up to USD 1 (one) milion per financial year (Apnl-March) along with their other
eligible assets.

Q) Are the funds in NRO account taxable?
A Yes.
Q) Can loan be provided on NRO deposits?

A) Loans against the deposits can be granted in India to the account holder or third party
subject to usual norms and margin raquiremant. The loan amount cannot be used for relending,
carrying on agriculturall plantation activibies orimvestmentin real estate. The term "loan” shall
include all types of fund bazsed’ non-fund basead facilities,

Q) Is power of attorney allowed in NRO accounts and what are the power of power of
attorney holde?

A) Operations in the account in terms of Power of Attorney 1s restricted to withdrawals for
permissible local payments in rupees, remittance of current income to the account holder
outside India or remittance to the account holder himsealf through normal banking channeis.
While making remittances, the limits and conditions of repatriability wilt apply.

Q) What happens to NRO account when its holder turns to a resident Indian?

A)MROaccounts may be designated as resident accounts on the return of the account holder
to India for any purpose indicating his intention to stay in India for an uncertain penod
Likewise, when a resident Indian becomes a person resident outside India, his existing resident
account should be designated as NRO account.
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F n n

Q) Who can open a FCNR (B} account 7

A) The account can be opened in the name of MRl individuals {single/ joint) or with resident
Indians on former or survivor basis.

Q) Which type of accounts can be opened under FCNR (B) 7
A) Only Term Deposit with maturity of minimum 1 year & maximum 5 years.
Q) These accounts can be opened with which funds 7

A) These accounts can be opened as per depositor's choice, in any of the permitted currencies,
out of the funds received as foreign inward remittances in convertible currency through normal
banking channel. The Foreign Cumency Travellers Cheques / Notes may be accepted during
tamporary visits of the NRI, for credit to account

Q) Can these accounts be opened jointly with Indian residents 7

A) Yeas, but with their residant closea relativa (Relative as defined in Sachon § of the Companies
Act, 1956) on Tormer or survivor basis.

Q) Whether nomination is permitted in FCNR (B) Account 7

A) Momination in favour of NEIPIO or a resident is allowed in the account.

Q) What are the maturity periods under the scheme 7

A} Minimum 1 vear and Maximum 5 year

Q) Whether interest income from FCNR (B) account is taxable under Income Tax 7

A) No. Interest income from FCNR (B) accounts is exempt from Income Tax.

Q) Whether deposit held under FCNR (B) alcs is taxable under Wealth Tax 7

A) No. Deposit held under FCHNR (B) alcs is not taxable under Wealth Tax.
Q)Whetherresident Indian holder of Power of Attorney is permitted to operate the account?

A} Yes. He can give mstructions about operations in the account, but can remit the amount
abroad only to the account holder,
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Q) Is the addition or deletion of name/s of joint account holders allowed 7

A) Atthe request of all the joint holders, Bank may allow the addition or delation of name/'s of
Jjeint account hodder's as per rules.

Q) Is the amount held under FCNR deposit repatriable ?

A) Yes. Funds (Principal & Intarest) is fully repatriable in foreign currencies.

Q) Is the proceeds of the account also repatriable to third parties 7

A) Yes. As per the instruction, subject to Bank being satisfied about such repatriations

Q) Is transter of funds from existing FCNR [B/NRE alc to FCNR (B) and viceversa parmitted
without the prior approval of RBI 7

Aj Yes,
Q) What is the manner of payment of interest on FCHR (B) account 7

A) For deposits up to one year, without any compounding effect. For deposits forover 1 year,
compounding at intervals of 180 days each and thereafter for the remaining actual number of
days.

Q) How the interest is to be paid on term deposit maturing on Sundays / holidays /
MNonbusiness workingdays 7

A) Bank o pay interest at the onginally contracted rale on the deposit amount for
abovementioned days, intervening between the dua date and the actual date of payment, on
the succeeding workingday.

) Is there any facility for granting Loan / overdrafis against FCHR (B) Deposits toaccount
holder! third party?

A) Yes, Rafer to the circular letter no. 4002014-15
Q) How interest is payable on FCNR deposits to NRIs on return to India?

A) Banks may allow FCNR (B) deposits NRIs/PIOs, who retum to India for permanent
settlemeant, to continue till maturity at the confracted rate of interest, if desired, as perrules.

Q) Is the premature withdrawal of deposits allowed?

A) Yes. At the request of the depositor, Bank allows premature withdrawal.

Q) Howinterestis payable on FCHNR deposits onthe setttementof Deceased account.
A) 1. A deceased individual depositor, or
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2. Twoormaore jpintdepositors, where one ofthe depositor died, interest should be paidin
the manner indicated below:

a. at the contracted rate on the maturity of the deposit

b. if it is claimed before the maturity date, the bank should pay interst at an applicable
rate prevailing on the date of placement of the deposit, without charging penalty

¢. Intha avent of death of the depositor before the date of maturity of the deposit and the
amount of the deposit being claimed afterthe date of maturity, the branch should pay interest
at the contracted rate till the date of maturity, From the date of maturity to the date of
payment, the branch should pay simple interest at the applicable rate operative on the date of
maturity, for the penod for which the deposit remained with the branch beyond the date of
maturity, However, in the case of death of the depositor after the date of maturty of the
deposit, the branch should pay interest at arate operative on the date of maturity in respect of
savings deposits held under RFC Account Scheme, from the date of maturity till the date of
payment

Q) What is the process of crystallization of foreign currency deposit 7

A) Atthe end of third year from the date of maturity, branch shall convertthe balances lyingin
the foreign currency denominated depasit in to Indian rupee at the exchangs rate prevailing as
on that date.

Q) Is nomination available in FCNR({B) Deposit account?

A) Yes.

Q) How to open an NRO/NRE/FCNR(B) Account?

A) Opening any of the above account is very simple. Just follow the below guidelines.

1}Download account opening form from our website www . osbindia.com. Complete it in all

respects. Ensure that all columns including your personal detads, contact numbers, special
instructions etc. arecomplete.
2) Fill up the nomination form

a1 Attach relevant page of passport containing your personal information including visa
page

self certified
4) Paste current passport size color photograph of all proposed account holders on account

opening form duly signed across.
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5) Verification of signatures can also be made by an official of Indian Embassy/
High

Commission/ Consulate/ Notary Public.

&} Attach initial payment instrument or remittance can follow after opening of
account

7HAny other documeant like employment latter ete,

Q) Which deposit account facility can be provided to returning NRIs/PIOs?

A) Returning MREIs/PIOs can be granted Resident Foreign Currency (RFC) deposit account
facility
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Resident Foreign Currency(RFC) account

Q) What type of funds can be deposited in RFC account?

A) Any legal income earned by MEIsPIOs when they were resident outside India. Proceeds of
assats held outside India at the ime of returm, can be credited to RFC account

Q) In what currency is the RFC account denominated?

A) Returning NRIs/PIOs may open, hold and maintain with an authorized dealer in India a RFC
account inany permitted currency.

Q) What are the types of RFC account?
A) Saving, Current ad Term deposit
Q) Is there any restriction on utilization of funds held in RFC account?

A) The funds in RFC account are free from all restriction regarding utilization of foreign
currency balances including any restriction on investment in any form outside India

Q) What can be the tenure of RFC term deposit account?

A) Minimum 1 yaar and Maximum 3 years. Mo interast will be paid if the RFC term deposit
account is encashed within 1 year of opening.

www, carajput.com



Rajput Jain & Associates RJA-Committed to provide innovative solutions

Wi

LIBERALISED REMITTANCE SCHEME (LRS)

Q) What is the Liberalised Remittance Scheme (LRS) of USD 2,50,000 7

A)Underthe Liberahsed Remiftance Scheme, allresidentindividuals, includingminors, are
allowed to freely remit up ta USD 2 50,000 per financial year (April — March) for any parmissible
current or capital account transactionor a combmation ofboth. Further, resident ndividuals
canavail of foreign exchange facility forthe purposes mentionedin Para 1 of Schedule 11 of
FEM (CAT) Amendment Rules 2015, dated May 26, 2015, within the imit of USD 2,50 000 anly,

Incase of remitter being a minor, the LRS declaration form must ba countersigned by the
minor's natural guardian. The Scheme is not available to corporates, parinership firms, HUF,
Trusts etc.

Q) What are the prohibited items under the Scheme?
A) The remittance facility under the Scheme is not available for the following:

Remittance for any purpose specifically prohibited under Schedule-l (like purchasa of lattery
licketsisweep stakes, proscribed magazines, elc.) or any item resiricted under Schadule |1 of
Foreign Exchange Managemeant (Current Account Transactions) Rulas, 2000

Remittance from India formarging or margin calls o overseas exchanges / overseas
counterparty.

RemittancesforpurchazeofFCCBsiszued by Indiancompaniesintheoverseas secondary
market.

Remittance for trading in foreign exchange abroad.

Capital socount remittances. directly or indirectly, to countnes identified by the Financial Action
Tazk Force (FATF) as "non- cooperative countries and territories”, from time to time.
Remittances directly or indirectly to those individuals and entities identified as posing
significant risk of committing acts of terrorism as advised separately by the Reserve Bank fo the
banks

Q) What are the purposes under FEM (CAT) Amendment Rules, 2015, under which aresident
individual can avail of foreign exchange facility?

A) Individuals can avail of foreign exchange facility fior the following purposes withinthe LRS
limit of USD 250,000 on financial year basis;
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i.  Private visits to any country (except Nepal and Bhutan)
i.  Gift or donation
ii.  (oing abroad foremployment
w.  Emigrabton
¥,  Maintenance of closa relatives abroad
vi.  Travelfor business, or attending a conference orspecialised fraining or for meeting expanses
formeeting medicalexpenses, or check-upabroad, orforaccompanyingasattendanttoa
patient going abroad for medical treatment’ check-up
vii, Expensesin connection with madical treatment abroad
vii.  Studies abroad
ix.  Anyothercurrentaccounttransactionwhichis noteovered underthe definition of current
account in FEMA 1998

The AD bank may undertake the remittance transaction without RBI's permission for all residual
current account ransactions which are not prohibited! restricted transactions under Schedule
| llerlllof FEM{CAT ) Rules, 2000, asamended oraredefinedin FEMA 1955, ltisfortha ADto
satisfy themselves about the genuineness of the fransaction, as hitherio,

Q) Under LRS are resident individuals reguired to repatriate the accrued interestidividend on
deposits/investments abroad, over and above the principal amount?

A) Mo, tha investor can ratain and reinvast the income aarned from portfolio investmants made
under the Schemea.

Howeaver, a resident individual who has made overseas directinvestment in the equity shares
and compulsarily canvertible preference shares of 8 Joint Ventura or Whally Owned Subsidiary
outside India, within the LES limit, then he/she shall have to comply with the terms and
conditions as prescribed under [Fareign Exchangs Managament( Transferor lssueofany
Foreign Security) Regulations 2004 as amended from time to fime] Mofification Mo, 263/ RB-
2013 dated August 5, 2013,

Q) Canremittances underthe LRES facility be consolidated inrespect offamily members?

A) Remittances under the facility can be consolidated in respect of closa family members
subject to the individual family members complying with the terms and conditions of the
Scheme. However, clubbing is not permitted by otherfamily members for capital account
fransactions such as opening a bank accountiinvestment/purchase of property, ifthey are niot
the co-owners/co-partners of the investment/property/overseas bank account, Further, a
resident cannotgiftto another resident, in foreign currency, forthe credit ofthe latter's foreign
currency aceount held abroad under LRS.

Q) Is the AD required to check permissibility of remiftances based on nature of transaction or
allow the same based on remitters declaration?
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A)AD will be guided by the nature of transaction as declared by the remitterin Form A2 and
will thereafter cerify that the remittance is in conformity with the instruchons issued by the
Reserve Bankinthisregard fromtimatotime. Howaver, the ultimate responsibility is of the
remitter to ensure compliance to the axtant FEMA rules/ragulations.

Q) Is it mandatory for resident individuals to have PAN number for sending outward
remittances under the Schema?

A) Yes., however, PAN card need not ba insisted upon for remittance made towards parmissible
current account transactions up © USD 25,000 per financial year,

Q) Are there any restrictions on the frequency of the remittance?

A) Thereare norestrictions onthe frequency ofremittancesunder LRS, However, the total
amount of foreign exchange purchased from or remitted through, all sources in India during a
financial year should be within the cumulative limit of USD 2 50,000

Once aremittanceis made foranamountupto USD 2,50, 000 during thefinancial year, a
resident individual would not be aligible to make any further remittances under this schama,
even ifthe proceeds of the invesiments have been brought back into the country.

Q) Residentindividuals (but not permanently residentinindia) can remitupto netsalary
after deduction of taxes. However, if he has exhausted the limit of USD 2,50,000 as net salary
remittance and desires to remit any other income under LRS is it permissible as the limit will
be over and above USD 2,50,0007

A)Residentindividuals (but not permanently residentin india)who have remitted their antire
eamings and salary and wish to further remit ‘other income’ may approach RBI with documents
through their A0 bank for consideration,

Q) Para 5.4 of AP DIR Circular 106 dated June 01, 2015 states that the applicants should have
maintained the bank accountwith the bank for aminimum period of one year prior to the

remittance forcapital accounttransactions. Whether this restriction applies to current
account transactions?

A)Mo. Therationaleisthatremittance facility is upto the LRS imitofUSD 250, 000for current
account ranzactions under Schedule | of FEM (CAT) Amendment Rules, 2015, suchasfor
private and business visits which can also be provided by FFMCs. As FFMCs cannot maintain
accounts of remitters the proviso (as mentionad in para 5.4 of the circularibid ) has been
confinedtocapital accounttransactions. However, FFMCs, arerequiredto ensurethatthe
"Know Your Customer® guidelines and the Anti-Money Laundering Rules in force have baen
complied with while allowing the current account transactions,
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Q) Are there any restrictions towards remittances to Mauritius and Pakistan for permissible
current accounttransactions?

A) Mo, there are no restrictions towards remitances for current account fransactions o
Mauritius and Pakistan

Remittances directly or indirectly to countries identified by the Financial Action Task Force
{FATF }as"non-cooperative countries and territonies”, fromtimetotime; and remittances
directly orindirectly tothose individuals and entities identified as posing significant risk of
committing acts of terrorism as advised separately by the Reserve Bank to the banks are not
permigsible.

Q) What are the requirements to be complied by the remitter?

A) The individual will have to designate a branch of an AD through which all the capital account
remittancas under the Schemea will be mada. The applicants should have maintained the bank
account with the bank for a minimum period of one year prior to the remittance.

For ramittances pertaining to parmissible current account transactons, if the applicant seaking
io make the remittance is a new customer of the bank, Authorised Dealers should carmy outdue
diligenceon the opaning, operationand maintenance of the account. Further, the AD should
obtain bank statement for the previous year from the applicant to satisfy themselves reganding
the source offunds, fsuch abank statement is notavailable, copiesofthe latest Income Tax
Azzeszsment Order or Return filed by the applicant may be obtained. He has to fumish Form A-2
regarding the purpose of the remittance and declare that the funds belong to him and will not
be used for purposes prohibited or regulated under the Scheme.

Q1) Can remittances be made only in US Dollars?
A) The remittances can be made in any freely convertible forsign currency.

Q) Are intermediaries expected to seek specific approval for making overseas investments
available to clients?

A) Banks including those not having operational presence in India are required to obtain priar
approval from Reserve Bank for soliciting deposits for their foreigni/oversaas branches or for
acling as agents for overseas mutual funds or any other foreign financial services company.

Q) Are there any restrictions on the kind/quality of debt or equity instruments an individual
can investin?

A) Ma ratings or guidelines have been prescrbed under LRS of USD 2 50,000 on the qualty of
the investment an individual can make. However, the individual investor is expected to exercisa
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due diligence while taking a decision regarding the investments which he or she proposes to
make,

Q) Whether credit facilities (fund or non-fund based) in Indian Rupees or foreign currency can
be extended by AD banks to resident individuals?

A) LRS does not envisage extension of fund and non-fund based faciities by the A0 banks o

thesr resident individual customers 1o faciidate remittances for capital account fransactions
under LES.

Howewer, AD banks may extend fund and non-fund based faciliies to resident individuals to
facilitate current account remittances under the Scheme.

Q) Can bankers open foreign currency accounts in India for residents under LR5?
A) Mo

Q)Canan Offshore Banking Unit{OBU) inindia be treated on parwitha branch ofthe bank
outside India for the purpose of opening of foreign currency accounts by residents under the
Schemea?

A) Mo,

Q) What are the documents required for withdrawal/remittance of foreign exchange for
purposes mentionedinpara1 of Schedulellito FEM|CAT)Amendment Rules, 20157

A) RBI will naot prescribe any documentation to be submitted to ADs except Form A2, All other
documentation may be done as advised by the AD.

For zmall amounts aggregating up-te US0 25,000 per vear, ADs need not obtain any document
including Form A-2, except a simple letter from the applicant (containing the basic information,
viz., names and theaddressesofthe applicant and thebeneficiary , amount to be remitted and
the purposa of remittance) as long as the foregn exchange is baing purchasad for a permissible
currentaccounttransaction (notincludedintheSchedulesland Hof FEM{CAT)Rulas), AD
banks shall prepare dummy A-2 for statistical inputs for Balance of Payment.

Q) Whether documents viz 15 CA, 15 CB have to be taken in all outward remittance cases
including remittances for maintenance etc.?

Aj Interms of A P_{DIR Series ) circular No. 151 dated June 30, 2014, Resenie Bank of India will
not issua any instructions under the FEMA, regarding the procedura o be followead in respect of
deduction of tax at source while allowing remittances to the non-residents. It shafl ba
mandatory on the partof ADs to comply with the requirament of the tax laws, as applicable
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Q) Will the expenses incurred by an LLP to sponsor the education expense of its partners who
are pursuing higher studies for the benefit ofthe LLP will be outside the LRS limit of such
individuals (partnars)?

A) LLF is a body corporate and has a legal entity separate from its pariners. Therefore, ifthe LLP
incursfsponsors the education expense of its parners who are pursding higher studies for the
haenefitofthe LLP, thenthe samea shall be outside tha LRS limit ofthe indwidual partners and
wouldinstead be deemed asresidual current account transactionunderiaken by the LLP
without any limits.

Q) Clarification on remittance by sole proprietor under LRS.

A) In a sole proprietorship business, there 15 no legal distinction between the individual / owner
andassuchtheownerofthe businesscanremit USD uptothe permissiblelimitunderLRS. Ifa
sole proprietorshipfirmintendstoremitthamoney under LRS by debiting its current account
then the eligibility ofthe proprietorinhisindividual capacity has to be reckoned. Hence, ifan

mdividualin his own capacity remits LISD 250,000in a financial year under LRSS, he cannot ramit
another USD 250,000 in the capacity of owner of the sole proprietorship business as there is no
legal distinction.

Q) Whether prior approval is required to open, maintain and hold foreign currency account
with a bank outside India for making remittances under the LRS?

A} Mo,

Q) What are the facilities under Schedule Ill of FEM (CAT) Amendment Rules, 2015 available
for persons other than individual?

A} The following facilities are available to persons other than individuals:

a. Donationsup-toone percentoftheirforeign exchange earnings duringthe previous three
financial years orUS0 5,000,000, whichaverisless, for-(a) creation of Chairs in reputad
educationalinstitutes, {b) contnbutiontofunds inotbemg aninvestmentfund ) promotedby
aducational institutes; and (c) contribution to a technical institution or body or association in
the field of activity of the donar Company

b. Commission, per transaction, to agents abroad for sale of residential flats or commercial plots
in India up to US0 25,000 or five percent ofthe inward remittance whicheveris less.

¢ Remittancesupto USD 10,000,000 perprojectfor any consultancy services inrespect of
infrastructure projects and USD 1,000,000 per project, for other consultancy services procured
from outside India

d. Remittances up tofive per cent of investment broughtinte India or USD 100,000 whichever is
less, by an entity in India by way of reimbursementof pre-incorporation expenses

g. Hemittances upto USD 250,000 perfinancial vear for purposes stipulated under Para 1 of
Schedule il to FEM (CAT ) Amendment Rules, 2015 However, all residual current account
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an o

transactions underaken by such antities are otherwise parmissible without any specified limit
and are to be disposed off at the levelof AD_as hitherto. Itis forthe ADto satisfy themselves
about the ganuinanass of the transaction.

Anything in excess of above limits requires pnor approval of the Reserve Bank of India

Q)Canaresidentindividual makearupeeloantoaNRUPIOwhoisaclose relative ofresident
individual, by of crossed cheque! electronic transfer?

A)Aresidentindividualis permittedtomake a rupee loantoaMRIPIOwhoisacloserelative of
the resientindividual { relative’ as defined in Section 2{77)ofthe Companies Act, 2013 ) by
way of crossed cheque! electronic transfer subject to the following conditions:

(1] The loan is free of interest and the minimum maturity of the loan is one year.

(i) The loan amount should be within the overall LRS limitof USD 2, 50,000, per financial year,
availabletothe resident individual, Itwould be the responsibility of the lender to ensure that
the amount of loan is within the LRS limit of USD 2,50, 000 during the financial year.

(i} Thaloanshallbeutilised formeeting the borrower's personalrequirementsorforhisawn
business purposes inindia.

() Thaloanshallnot be utilised, either singly or inassociation withother parson, forany ofthe
activities in which investment by persons residant outside India s prohibited, namely;

the business of chit fund, or

Midhi Company. or

agnicultural orplantation activities or in real estatebusiness, or construction of farmhouses, or
frading in Transferable Development Rights (TDREs).

Explanation: For the purpose of item (c) above, real estate businass shall not include
development of townships, construction of residential / commercial premises, roads or bridges.

v} Theloanamountshouldbe credited o the NRO a/cofthe NRIPIO. Creditofzuchloan
amount may be treated as an eligible credit to NRO a/c

ivi) The loan amount shall not be remitted outzide India.
ivil) Repayment ofloan shallbe made by way ofinward remittancas through normal banking
channels or by debit to the Non-resident Ordinary (NRO ) Non-resident External (NRE)/ Foreign

Currency Mon-resident (FCNR ) account of the borrower orout of the sale proceeds of the
shares or securities or immovable property against which such loan was granted.
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Q)Canaresidentindividual makearupee gifttoaNRIPIOwhoisacloserelative ofresident
individual, by of crossed cheque/ electronic transfer?

A)Aresidentindividual can make a rupee gift to a NEIPIO who iz a close relative of the
resident individual [refative’ as defined in Section 2(77) of the Companies Act, 2013] by way af
crossed chaqua felectronictransfer. The amount should be credited to the Non-Resident
{Orcinary) Rupee Account (NRO)a'coftha NRI/ PIO and creditofsuch giftamountmay be
ireated as an eligible credit to NRQ alc, The gift amount would be within the overall limit of
USD 250,000 perfinancial year as permitted under the LRS for a resident individual. [twould be
the responsibility ofthe resident donor to-ensure that the gift amount being remitted is under
the LRS and allthe remittances madeby the donor dunngthe financial yearincluding the gift
amount have not exceeded the limit prescribed under the LES.
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HANDLING OF FOREIGNEXCHANGE

Q) How much foreign currency can be provided tothe clientfor abroadtraval inthe form of
notes and coins?

A) 1. Travellers proceading to countries other than Iraq, Libya, Islamic Republic of fran, Russian
Federation and other Republics of Commonwealth of Independent States-not exceeding USD
3000 per visit or its equivalent,

2. Travellers proceeding tolraqor Libya - notexceeding USD 5000 pervisitoritsequivalent.

3. Travellers proceadingto Islamic Rapublicof Iran, Russian Federation and other Republics
of Commonwealth of Independent States — full exchange may be released.

4. Traveilers proceading for Haj'Umrah pilgrimage - full amount of entittemeant in cash orup
to the cash limit specified by the Ha) Committea of India, may be released,

Q)What are the modes of payment in INR for receipt of foreign currency for foreign travel?
A) 1. Cashupio RS 50,000

Above INR 50,000.

1. Crossed cheque drawn on the applicant's bank account

2. Crossed chegue drawn on the bank account of the firm/company sponsoring the visit of
the applicant,

3. Banker's cheque/ Pay Order / Demand Draft
Q) What is the period of surrendering of foreign exchange?

A) 180 days from the date of receipt/realization/ unspent/ acquisition/ date of return of the
travaler, depanding upon thecase . In case theforeign exchange purchasad fora spacific
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wpurpase is notutilized forthat purpose, it could be utilized forany other eligible purpose for
which drawal of foresgn exchange is permitted under the relevant rules/ regulations.

Theabovelimitisapplicable onlytoresidentindividuals and inareasotherthan exportof
goods,

Q) How much unspent foreign currency can be retained 7

A) A person returning from abroad is parmitted to retainwith him, foraign currancy, travellers’
cheques and currency noles up to an aggregate amount of USD 2000 or equivalent and foreign
coins without ceiling beyond 180 days. The retained amount can ba used by tha fraveler for his
future fravel.

Q) What is to be done if resident receives a foreign inward remittance though various
instruments like TTs, MTs, Drafts, Bills etc.?

A) Thersisnarestriction foraresidentindnidual forreceiving imward remittancesfrom abroad
through T Ts, MTs, Drafis, Billseic. Buttheseinstruments haveiobe soldtoauthorized dealer
bank within 180 days from the date of receipts.

Q) What is a currency declaration form (CDF)?

A) Currency Daclaration Form (COF) is a daclaration to Customs Autharitias in the following
case.

1. Fatraveler bnngs into India foreign exchange inthe form of currencynotes, banknotesor
Iravallers’ chaques brought in atany one time exceeds USD 10,000 or its aquivalent and/or tha
aggregate value of the foreign currency notes brought in at any one ime exceeds USD 5000 or
its equivalent.

Q) How a CDF should be handled?

A) Parliculars of the encashment of foreign exchange made shouwld be endorsed on the reverse
ofthe CDF giving number and date ofthe encashment certificateissuad tothetendererunder
the stamp and signature of the Authorized Dealer. If the entire foreign exchange covered by the

CDF is encashed, COF should not be returned to the tenderer, but to be retained by Authorized
Dealer.

Q) What should be kept in mind if a client requests an outward remittance abroad?

A} The following should be kept in mind:
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1. Mo cash is to be received in office account for debit towards outward remittance.

2. Client's account should be credited though normal banking channel with the moneay tobe

utilized for outward remittance.

3. Signed form A2 should be received from the client which will serve as seff-declaration
form for general outward remittances which don't require prior permission from RELL

Disclaimer: 1. The above content is for informative purpose only.

2. For extensive guidelines please refer RBI,

Exchange circulars.
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