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Modification in requirement of compulsory 
filing of returns by Residents having no 
taxable income but holding foreign assets

In Brief 
The Union Budget 2012 proposals 

relating to tax legislation have now 

been enacted.  One of the key Budget 

proposals was compulsory filing of the 

returns by residents without having 

taxable income if they held any foreign 

assets (including financial interest in 

any entity) or signing authority in any 

bank account located outside India.   

Changes in Income Tax 
Laws 
Statutorily, the term “residents”, apart 

from ordinary tax residents also 

includes “not ordinary residents”.  

Persons who are first time visitors to 

India or those returning to India after a 

long gap remain “not ordinary 

residents” during their first 2/3 years 

stay in India.  This category is taxed in 

India on their India sourced income 

only (and not on their global income).  

The Budget proposal would have 

covered this category of persons and 

required them to file tax returns in 

India or disclose their overseas assets 

to the Indian Government even if that 

did not have any connection with India.  

This would have affected a very large 

portion of expatriates in India.  Even 

the spouse and family members of the 

expatriates living in India would have 

come under the purview of this 

requirement leading to unintended 

hardship and negative consequences.  

Representations were made by various 

stakeholders (including PwC India) for 

modifying the requirement by 

excluding „not ordinary residents‟. 
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The enacted legislation (Finance Act, 

2012) has indeed modified the Budget 

proposal.  Persons who are „not 

ordinary residents‟ would not be 

required (i) to file tax returns in India if 

they do not have taxable income or (ii)  

report overseas assets / bank account 

details.  The requirement, hence, is only 

for ordinary residents.  This welcome 

modification would be helpful for the 

majority of the expatriates working in 

India and their family members. 

It is however to be noted that 

expatriates who have stayed in India for 

more than 2/3 years and have become 

ordinary residents and their family 

members (if they themselves have 

become ordinary tax residents in India) 

would be covered under the purview of 

the new requirement. 

The Bottom Line 
This requirement starts from the tax 

filings for the Indian financial year 

ended on March 31, 2012 for which the 

return is to be filed by July 31, 2012. 

For additional information and the 

nature of foreign assets to be reported, 

please refer to our earlier Global Watch 

dated April 12, 2012 (click here). 
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