
Sequel to the article in the previous issue “Facilitator of Foreign Transactions” let us now have an insight on the investment opportunities available to Non Resident Indians (NRIs)/Person of Indian Origin (PIO) in relation to Immovable properties.
For a country to grow it needs to secure sufficient foreign exchange and, for a nation like India to secure sufficient foreign exchange is a very intricate task, but thanks to IT Sector and now the NRIs who have pumped in pool of wealth through stock market and mutual funds. The Indian government is able to accumulate huge foreign exchange surplus through investments made by the NRIs/PIOs.
The FEMA Act, 1999 has conferred RBI, the power to regulate all the transactions relating to foreign exchange under Foreign Exchange Management (Deposit) Regulations, 2000. Under these Regulations the RBI has defined NRIs and PIOs as follows:
NRI means person resident outside India who is a citizen of India or a person of Indian origin.
PIO means a citizen of any country other than Pakistan or Bangladesh, if

(a) he at any time, held an Indian passport; or 

(b) he or either of his parents or any of his grand parents was a citizen of India by virtue of the constitution of India or Citizenship Act, 1955; or
(c) The person is a spouse of an Indian citizen or a person referred to in sub clause (a) or (b). 

The above discretion is made so that some benefits are enjoyed by them over other Non-Resident/Foreign Companies.
NRI/PIO enjoy these benefits by opening a bank account in India out of funds remitted from abroad or out of funds legitimately due to them in India, with authorized dealer. There are five types of NRI accounts:
1. Non-Resident External Rupee Account (NRE Account)

2. Non-Resident Ordinary Rupee Account (NRO Account)

3. Non-Resident Non-Repatriable Rupee Deposit Account (NRNR Account)

4. Non-Resident Special Rupee Account (NRSR Account)
5. Foreign Currency Non-Resident (Bank) Account (FCNR (B) Account)

With the investment opportunities increasing in India, an NRI can now invest whole heartedly in Bank Deposits, Stocks, Mutual Funds, Real Estate, Government Securities, Insurance and also company deposits. For the purpose of investing in both stock and mutual funds, NRIs have to open a NRI PINS (Portfolio Investment Scheme) demat account. PINS is a scheme of the RBI under which NRIs can buy and sell shares by routing them through their foreign accounts. Again, investments can be made both on a repatriable (to bring back) and on a non-repatriable basis.

The lucarative sector for an NRI investing in India is the Real Estate Industry. Some of the provisions under FEMA of an NRI/PIO investing in India are given below:
1) NRIs do not require any permission to acquire or transfer any immovable property in India other than agricultural/plantation property or a farm house.
2)  A PIO resident outside India does not require any permission to acquire any      immovable property other than agricultural land/farm house/plantation property in India by purchase, from out of funds:

(i) Received in India by way of inward remittance through banking channel from any place outside India, or

(ii) Held in any non-resident account maintained in accordance with the provisions of the Act and the regulations made by the Reserve Bank under the Act.

3) In the event of sale of immovable property, other than agricultural land/farm house/plantation property in India by a NRI or PIO, the authorized dealer may allow repatriation of the sale proceeds outside India, provided all the conditions under the law are satisfied. The following conditions can be explained by an example:
(1) Mr. Sparsh an NRI residing abroad, sells a property in India on 25th August 2008 for Rs 37 lacs. He had acquired the property on 7th February 2005 for Rs 25 lacs in accordance to the provisions of FEMA 1999. He is liable to acquire the property before making such sale. 

Mr. Sparsh is eligible to sell the property as per the provisions of the law (ie; only after the completion of 3 years from the date of acquisition or only after he has made the last payment of the property acquired, whichever is later.)
He sold the property as per the provisions and hence allowed to repatriate the profits provided that the profit earned should not exceed Rs 25 lacs (cost of acquisition) and the mode of payment should be through foreign currency or foreign currency equivalent held in his NRE account.
 Key points: 

· The limitation on the amount to be remitted on sale of assets is less than USD1, 000,000(one million) per calendar year.
· In case of residential property, the repatriation of sale proceeds is restricted to not more than two such properties

· The NRIs/PIOs can freely rent out their immovable property in India without seeking any permission from the Reserve Bank. Thus, the rental income arising can also be freely repatriable outside India.

As the Americans and the Europeans are into a recession, the ease under FEMA has given the NRIs and PIOs a golden opportunity to invest in a developing country and secure their funds. 

The FEMA act has made India a global hub for investment in all the sectors from service to manufacturing to real estate and these liberal policies will just help our nation to grow and fulfill the Vision 2020 mission.
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