sachm.@ﬂe@t‘smesgruup.com

Mumbai: A well-known New Del-

~ hi-based business family, whose
two sons are non resident Indians
(NRIs), feared that their wealth co-
uld be taxed not just in India, but
alsointhe US.

The fear has led them to restruc-
ture their family trustso thatitat-
fracts minimal tax. The family
trust, which until now was based
m]mha is being shifted to an off:
shoreloeation, and thestakeof the
family membersrealigned.

The promoter of an auto compo-
nentcompany, whichhad madeac-
quisitions in Europe, gothissonto
talce up UK citizenship about a ye-
ar ago. This was done primarily
because the husinessman feared

Indian regulations around place

of effective management could le-
ad to increased tax liability in In-
dia. Now the fear is, when the we-
alth is passed on to the son, itmay
attract inheritance tax.

“Many Indian families who have
cross-border wealth fear that the
nextgenerationmayhavetopay in-
heritance tax, or there may be tax
obligations under several regula-
tions like FATCA (Foreign Acco-
unt Tax Compliance Act),” said Ra-
jesh Narain Gupta, managingpart-
ner, SNG & Partners,aMumbai-ba-
sed law firm that has undertaken
several family trust restructuring.

“A number of business families
and altra HNIs (high net worth in-
dividuals) are increasingly consi-
deringbusinessrestructuringand
suecession planning, including fa-
mily trust structures that axe com-
patible with different tax rules
and inheritance laws in different
jurisdictions,” Guptaadded. :
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Not A Matter of Trust
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f family members
re the family trust by the settlor is
to insulate his properties/assets,
basedon thelatestamendments in

now pnevaﬂm.g in dsiferent count-

should
when assets are bequeathed to the
nextgeneration... interests of the
beneficiaries, who could be citi-
zens in all-together different co-
mas are protected all the ti-
me,” ~ said Vishwas Pathak, direc-
iversal Trustee Group, a

LPartners .

US signed a tax treaty that trigge-
red FATCA, Under this, US tax of-
ficials can impose punitive levies
on undisclosed cash and property
that American citizens (including
NRIs) hold in India. This regula-
tion had led many US citizens to
surrendertheir green cards.

In the last few years, many Indi-
an families have sent at least one
of their heirs to either the US or
BEurope with the objective of sa-
ving tax in India. Howeven the
problem now is that both Burope
(throuph inheritanee fs and the

US(FATCA)themselveshavestar-
ted raising tax queries on the we-
althof thefamilies.

Added to this, Indian tax authori-
ties — equipped with data from
Switzerland and Panama leaks on
money stashed abread, are going
after such family structuresspread
‘across the globe. Accerding to go-
vernment sources, about 4,000 peo-
ple in the pasttwe years have given
up Indian citizenship fearing that
the tax department could go after
their inageounted wealthinlndja.
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three types of families that are ;
restructuring their trusts. Firstly, .

those who want ta create structu-

res to account their wealth for tax

tax laws and legal system that are :

Also, this
not pose any problem

planning. Thenextsemmentispro-
motersof companies withstressed |
loans and who have given personal |

guarantees, as they want toinsula-
te their assets from potential tak

over by lender by transferring

them into privatefamily trusts.

There are also some who de soas

part of succession planning, we-
alth managementor suichreasons,
andnottohideanything,

Like recently, the Indian promo-
terof anecomimercecompany cre-
ated an offshore family trust re-

gistered in Singapore. The percen-

tage of owmrshap would chz
based on various assumpt

like if the promoter dies infive ye 3

ars, orin25 years from now,

“’vsosa frusts are not set up Lo,
escape tax but are for succession,
wealth management and protec-
tion. The Indian government

mustnot fence these trustsbuten-
courage it as 1t may create some
transparsney’
managing pariner atRajani Asso-
cintes, a Mumbai-based law firm.
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