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Unlock Tax Savings: A NRI’s Guide to Lower or NIL
TDS Certificates for Property Sales

For NRIs selling immovable property in India, navigating tax-related complexities, especially
regarding Tax Deducted at Source (TDS), can be challenging. Applying for a Lower or NIL TDS
Certificate provides an efficient solution to prevent excess tax deductions. J D Shah
Associates, renowned for its expertise in tax audits, income tax declarations, and
comprehensive taxation services, offers a step-by-step guide to help NRIs avoid unnecessary
financial strain and ensure a smooth transaction process.

Understanding the Lower or NIL TDS Certificate

A Lower or NIL TDS Certificate allows a taxpayer to either pay a reduced TDS rate or avoid the
deduction entirely, depending on the specifics of the certificate. Issued by the Indian Income
Tax Department, this certificate empowers NRIs to manage cash flow efficiently, especially
during property transactions. Without it, the tax deducted on property sales can be significantly
higher, often leading to blocked funds that are later refunded through income tax returns.
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Why is it Crucial for NRIs?

For resident Indians, when selling property valued over Rs 50 lakhs, the buyer must deduct
1% TDS from the sale value under Section 194IA. However, for non-residents, TDS is charged
at a flat 20% plus Surcharge plus health and education cess, irrespective of the property’s sale
value. This high rate is applied to the sale amount, not the actual capital gain, which can result
in excessive tax being deducted, especially in cases of minimal capital gains or capital losses.
Example to Consider the benefits of applying for a lower TDS certificate:

Particulars Claim Refund Apply Lower TDS
Sale Price 80 Lakhs 80 Lakhs
Less: Indexed Cost of Acquisition 70 Lakhs 70 Lakhs
Capital Gain 10 Lakhs 10 Lakhs
Tax @ 22.88%
(Tax @ 20% + Surcharge @ 10% + Education Cess @
4%)

2.28 Lakhs 2.28 Lakhs

TDS Deduction
18.30 Lakhs
(Rate of
22.88%)

2.28 Lakhs
Lower Rate of 2.85%
(2.28 Lakhs/80
Lakhs)

Refund Claim 16.02 Lakhs NIL



By obtaining a Lower or NIL TDS Certificate, NRIs can ensure that the tax deducted reflects
their true tax liability, avoiding the lengthy process of seeking refunds and freeing up cash flow
for more immediate use.

The Importance of Lower or NIL TDS Certificates

Auditing and taxation are crucial in ensuring that NRIs don’t overpay on property sales and
other taxable events. The excessive tax deduction can result in non-residents being forced to
file for refunds, causing delays and unnecessary stress. To avoid this, it is vital for NRIs to
apply for a Lower or NIL TDS Certificate, which helps minimize or eliminate tax deducted at
source, ensuring a smoother financial process.

This certificate is particularly useful when there is:

Minimal or no capital gain on the sale.
Capital loss from the transaction.
Need for proper tax computation and reduction of excessive deductions.

Application Process for Lower TDS Certificate

The application for a Lower or NIL TDS Certificate must be submitted under Section 197
of the Income-tax Act. J D Shah Associates advises clients to prepare the following
documents when filing their application online using Form 13:

1. PAN Card
2. Property purchase deed
3. Details of payments and fund sources
4. Capital gain computation
5. Proof of non-resident status (OCI card, Passport, Visa)
6. Past Income Tax Returns for three years
7. Buyer’s TAN (Tax Deduction and Collection Account Number)



Additionally, the certificate can be applied for by each seller in case of joint ownership. Once
the application is filed, the assessing officer reviews the documentation and may request
additional information before issuing the certificate.
At J D Shah Associates, our team ensures all required documents are correctly filed,
minimizing the chances of delays or rejections. The usual time for certificate issuance is 30 to
45 days, making it a crucial step in the sale process for NRIs.

Final Thoughts

 NRIs selling immovable property in India can significantly reduce their tax burden by obtaining
a Lower or NIL TDS Certificate. At J D Shah Associates, we specialize in
comprehensive taxation services. Our deep expertise ensures a seamless and hassle-free
process, helping NRIs minimize their TDS liabilities and navigate the complexities of Indian tax
regulations with ease.
Partner with JD Shah Associates today, and let us help you navigate the complexities of Indian
taxation with confidence and ease.
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