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Lower Tax Deduction for Non-Residents on sale of the property

KEY: “Knowledge Empowers You!” to make informed decisions.

As a part of our KEY series, we believe in sharing information from our Wisdom and
Subject-Matter Expertise gained while serving more than 1000 customers since
2012.

1. Applicability: Section 197 of the Income Tax Act, 1961, provides for the facility of NIL
or LOWER Deduction of tax at source. The Assessee/Deductee concerned may apply for a
certificate for NIL or Lower Deduction of TDS on their capital gains in Form 13. The
manner in which the TDS is required to be deducted by a NRI has been explained in detail

below:

2. Amount on which the TDS is required to be deducted: The TDS on sale of property
by NRI is required to be deducted under section 195 and is ideally required to be
deducted on capital gains. This computation of Capital Gains should be done by the IT
officer. The seller can file and application in FORM 13 with the IT department and
request them to compute capital gain. The IT department will compute the capital gain of
the seller and will issue a certificate for NIL/lower tax deduction depending on the
capital gains arising on the sale of the property. In case this certificate is not obtained by
the seller from the IT department, the TDS should be deducted on the total sale value of

the property and not on the capital gains. Sample FORM 13 below.
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3. Rate of TDS: The TDS is required to be deducted whenever any payment is made to
the NRI for purchase of property. Even if any advance is being paid for purchase of

property — TDS is required to be deducted.

Particulars Less Than 50 Lacs To Above

50 Lacs 1 Crore dOne Crore
Long term capital gain tax | 20% 20% 20%
Surcharge NIL 10% of above | 15% of above
Education cess 4% of above | 4% of above | 4% of above
Applicable TDS Rate 20.80% 22.88% 23.92 %
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4. Documents required to apply for a lower TDS certificate:

e Passport copy / OCI Proof

e PAN, Aadhar Card, Email ID, Mobile No., Seller's Indian Address.

e Number of Days of Stay in India in the Last 5 years as per Passport Stamping

e Sale Deed, (First purchase)/ Agreement to Sell/ Construction Agreement

e If received Gift, provide Gift deed.

e Proof of payments made for purchase, Housing loan certificate, Receipts from
builder, Bank statements/ledger.

e Brokerage paid receipt

e Proof for Improvements made.
Sale agreement. (present Sale)

e TAN of buyer, PAN and Address, Mobile, Email ID

e Power of Attorney - CA, and Power of Attorney of Authorised
representative (if any)

e Past 3 years Income Tax returns (Affidavit for non filing of IT if
IT not filed)

e Guidance Value Proof.

e Computation

e Imdemnity Bond and Declaration Letter

e Any other income in India during last 3 years.

e Brokerage receipt for present sale.

e Income tax and Traces login ID and password.

5. Timeline: Ideally, all TDS certificates are obtained within 2-6 weeks of submission
of documents to the IT department. Although, we have come across cases wherein it
took almost two months to get the certificate, which is quite rare. Sample TDS

Certificate for reference below:
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Date : 18-Aug-2022

Ref No. : 197(1)_206C(9)/ADMPN9570B/2022-23/1
Subject: Certificate u/s 197 for PAN : A7

Deductor(s) with TAN/PAN (as per column 3) is/are hereby authorized to make payment or credit the amount under section (a:
per column 5 of the table below) to the extent (as per column 7) after deducting tax at the rate (as per column 8, excluding education cess
Surcharge as applicable) to, or as the case may be to the account of ¥ T ML, 501, Bengaluru, KARNATAKA, Pincode-
560076 (PAN-ADMPNO9570B). As per details below:

— Certifi Valid | Valid till | Valid tll
Amount cate from |date (as per [(Cancellal

Sr.N| Certificate TAN/PAN
o. | Number TA‘:‘;‘)’ AN| “Name s‘:’s")"" "";‘;;"" (Rs.) Rate | Date |the original |ion Date)
) 2) “@ (&2) (%) ©) certificate) an
(8) 10)
long-term capital
gains not being
long-term capital . p—
1 1@03221—\/ i 2 195 | gains referred to | 7500000 | 3.05 '7,(?,‘!,9 3',;‘2;’
in clauses (33) I -
* and (36) of

section 10

long-term capital
gains not being

. long-term capital
A B 22F ] 2 -, - -] -
g [VABOSZZEVIE =l 195 | gains referred to | 7500000 | 3.05 '7,(’;,‘2,9 3',3’213"
Q in clauses (33) - -
and (36) of

section 10

Certificate(s) is/are non-transferable and valid for applicant PAN -ADMPN9570B for sums which are to bL received or
receivable, whichever is earlier between the period as per column 9 and 10, unless it is ¢ d by the 1 1 under inti ion to
respective TAN(s) PAN(s) before that date.

AVINASH KUMAR SRIVASTAVA
INTL. TAXATION WARD 2(1),

##4oks4+This is an electronically generated certificate, therefore does not require any signature®#® =%«

No./C i ion Refi No. mentioned above may be treated as DIN for tl

Disclaimer: The Notice/Letter/Order/Req
dence prescribed by Circular No. 19 /2019 dated Augu

purpose of procedure for issuance of Notice/Letter/Order/. Corr
14, 2019.

6. COST INVOLVED (High level guidance)

* Rs 20,000/- Certification Fees by Tax Consultant, and out of Pocket Expenses ranging

from Rs 15,000-25,000/-
« Total Expenses Rs 45-50,000/- per Assessee
* In Case of Joint Assesses- Rs 35,000/- for the Certification Fees and Out of Pocket

Expenses Rs. 30,000-50,000/- Totaling to Rs 85,000/- (Up to 2 Assessee)

7. Physical Requirement of the Assessee: The Assessee is not required to be present in

India to apply for the certificate.
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8. TDS Payment and TAN Number: The buyer should have a TAN No. for deduction
of TDS. TAN No. is mandatory when a property is purchased from a Non-Resident
Indian. TAN No. stands for Tax Deduction and Collection Account No. and is
different from a PAN No. Only the buyer is required to have this TAN No. and not
the seller. In case the buyer does not have the TAN No., he should apply for the same
before deduction of TDS. It is important to note here that in case there are 2 buyers,
both of them would be required to apply for a TAN No.

9. TDS Return/Filing: The TDS so deducted by the buyer shall be deposited with the
Income Tax Dept within 7 days from the end of the month/quarter in which the TDS
has been deducted. For example: If TDS is deducted in the month of September, then
the TDS should be deposited with the Income Tax Dept on or before 7th October.
This TDS is required to be deposited along with Challan No. / ITNS 281 and can be
deposited online as well as through various bank branches.

After the TDS is deposited, the buyer is required to furnish a TDS Return. This TDS
Return is required to be furnished in Form 27Q and is required to be furnished separately
for each quarter in which the TDS has been deducted. This TDS Return is required to be
deposited within 15days from the end of the quarter in which the TDS has been deducted.
After the deposit of TDS and filing of TDS Return, the buyer is also required to furnish
Form 16A to the seller of property.

*k*k

We are here to empower you with Knowledge and provide a neutral and unbiased view.

We would like to extend our gratitude to CA Hemanshu Bahety for their valuable inputs to
prepare this document. You can reach out to him at Phone/ WhatsApp: +91 9903133862/
9831054784 Email ID: hbahetyco@gmail.com

Disclaimer: Above document is prepared based on our experience and inputs by few taxation
experts. It may help you to understand the overall process. We are not at all responsible in

case of any error. Please consult a tax professional.

Agarwal Estates Unique Differentiator
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Agarwal Estates, One Stop, All Solutions - Real Estate services
venture, utilizes the promoter’s extensive experience in process
implementation, service delivery and standard methodologies to
suit the requirements of the real estate market in India. This has
helped us in delivering high quality services - on time - and also

enabled us to successfully launch the concept of: All we need is

Your Autograph! ®

TRANSPARENCY is the CORE VALUE of Agarwal
Estates

Being a transparent organization, we empower our
customers through our revolutionary concept and key initiative
called as KEY (Knowledge EmpowersYou). We share all

the information with customers to enable them to make informed decisions. We have been

constantly getting acknowledged by our existing customers about the Knowledge we share

with them.

Agarwal Estates provides end-to-end solutions: ONE STOP, ALL SOLUTIONS -

e Real estate advisory: Overseas investments, buy- REAL ESTATE SERVICES
back options, Flexible investment amount, etc. RelEsate  Buy/Selent

e Buy/sell/rent property: Understanding your needs Property and

Tenant

and providing the right solutions Management

Home Décor &
Interiors

e Property and tenant management: Peace of
mind, guaranteed rent

e Home loans: Free consultancy, awareness about
hidden charges, maximum savings

¢ Home décor & interiors:Six weeks completion for
a standard 3 BHK starting at Rs 3+ lakhs
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Agarwal Estates aspires to empower customers with the right knowledge to enable
them to make the right decisions at the right time.

e Allied services: Property tax,Electric meter transfer,
Vastu, etc.
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India: +91 70900 11220, USA: +1 (404)923 4567, Email: service@agarwalestates.com
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