
TDS on Sale of Immovable Property 

TDS or Tax Deducted at Source is a system of tax deduction at the origin 

income as per the provisions of Income Tax Act in India. TDS (tax deducted at 

source) is one of the fundamental aspects of taxation when it comes to the sale 

of immovable property. 

 

What is TDS Limit on Sale of Immovable Property? 

Section 194-IA of the Income Tax Act, 1961, stipulates that any person paying 

to a resident transferor (seller) any sum under consideration for the transfer of a 

capital asset or land or building or both, shall deduct an amount equal to 1% of 

such sum as income tax. 

→ Highlights of TDS Limit: 

 Threshold Limit: TDS shall apply to sale consideration of more than ₹50 

lakhs (5 million Indian Rupees) There will be no TDS deduction if the 

sale price is less than this threshold. 

 TDS Rate: The TDS must be deducted at 1% on the entire sale 

consideration. So, if a property sells for ₹60 lakhs, the buyer needs to 

deduct ₹60,000 as TDS and pay the same to the seller. 

 Payment Mode: The buyer is required to deposit this deducted amount 

with the government within a stipulated period of time and also provide a 

TDS certificate (Form 16B) to the seller. 

 Exemptions: You may be entitled to certain exemptions owing to specific 

conditions available in the tax laws or by making deductions in any other 

sections (if they apply). 

 

How to Avoid TDS on Sale of Property? 

While it's not a good idea—or even legal—to completely dodge taxes, there are 

some smart ways to keep your tax bills in check when selling property: 

Steps to Legally Manage or Avoid TDS: 

1. Sale Price Below the Limit: If you can work out a sale price under ₹50 

lakhs, you won't have to deal with TDS. Just remember that this should 

be done honestly and legally. 



2. Claiming Exemptions: If you meet the criteria for certain exemptions 

under Section 54 or Section 54F (which have to do with reinvesting in 

residential properties), you could lower the capital gains you need to 

report, thus decreasing your tax obligations. 

3. Keeping Good Records: Make sure all documentation related to the 

property’s value and sale agreements is spot on and reflects the true 

market value. This will help support any claims you make for exemptions 

or for lower valuations. 

4. Using Deductions: If you've spent money on improvements before 

selling the property, you might be able to deduct those costs from your 

capital gains, which can help lower your taxable income. 

5. Consulting Experts: It’s a good idea to talk to tax consultants or 

financial advisors who know the ins and outs of real estate. They can 

offer valuable insights into your legal options for minimizing taxes while 

still following the law. 

6. Timing Your Sale Well: Sometimes, waiting for just the right moment in 

the market or based on your personal finances can help you manage those 

capital gains better and avoid hitting those higher tax brackets. 

7. Joint Ownership Tips: If the property is jointly owned, consider 

structuring the sale so that each owner's share stays under ₹50 lakhs to 

avoid TDS altogether. 

Conclusion 

Getting a grip on TDS regulations when selling property in India is essential for 

both buyers and sellers. While there are legitimate ways to navigate potential 

tax issues when selling, it’s really important to adhere to all current laws and 

guidelines set by agencies like the Income Tax Department. 

To sum it up: 

 The TDS threshold for property sales is ₹50 lakhs. 

 If you want to legally avoid TDS, think about negotiating below this limit 

or making good use of exemptions and deductions while staying 

compliant with all laws. 

 



New Rule for TDS on Property Sales 

Starting in 2025, the Indian government has introduced an important new rule 

concerning Tax Deducted at Source (TDS) that affects anyone selling property. 

The goal here is pretty straightforward: they want to make sure taxes are 

handled properly during real estate deals. So, if you're selling a property, you'll 

need to deduct TDS at a certain rate before handing over any payment. 

Right now, the TDS rate is 1% of the total sale price if the buyer is either an 

individual or part of a Hindu Undivided Family (HUF). But if the buyer 

happens to be a company or a firm, the TDS rate jumps up to 40% for 

properties sold by non-residents. This difference is designed to make tax 

collection easier and to encourage sellers to meet their tax responsibilities. 

It’s also worth noting that this TDS rule doesn’t just apply to residential 

properties—it covers commercial properties and land transactions too. This new 

regulation is part of the government’s push to tackle black money in the real 

estate scene and to promote a higher level of transparency. 

  

Calculating TDS on Property Sales Made Easy 

Figuring out TDS on a property sale can seem complicated, but it really isn’t. 

Here’s a simple way to approach it: 

1. Find Out the Sale Price: First, you need to clarify the total sale price 

that both the buyer and the seller have agreed on. This number should 

include all related costs. 

2. Know the Right Rate: Depending on whether the buyer is an individual 

or part of a company, determine if you’re looking at a 1% or 40% TDS 

rate. 

3. Work Out the TDS Amount: 

 Individuals or HUFs: TDS = Sale Price × 0.01 

 Companies or Firms: TDS = Sale Price × 0.40 

1. Deduct the TDS: After calculating the TDS amount, simply deduct this 

amount from the total payment to the seller. 

2. Pay the TDS: Finally, it’s critical for buyers to deposit the deducted sum 

with the government within the time limits we discuss below. 

For instance, let’s say an individual is buying a property for ₹50 lakhs: TDS = 

₹50,00,000 × 0.01 = ₹50,000  

  

 

 



Important Dates for TDS on Property Sales 

Staying on top of payment deadlines for TDS on property sales is critical to 

keep everything compliant with tax laws: 

1. Deposit Deadline: Buyers must ensure they deposit the TDS amount with 

the government within 30 days from the end of the month when the 

deduction was made. 

2. Filing Form 26QB: Along with paying the TDS, buyers also need to file 

Form 26QB online on the Income Tax Department’s e-filing website 

within the same time frame. 

3. Providing a Certificate: After filing Form 26QB and completing the 

payment, buyers are required to issue a certificate (Form 16B) to the 

sellers. This acts as proof that TDS has been deducted and paid. 

It’s really important for both buyers and sellers in real estate transactions to 

stick to these schedules and procedures. That way, you can avoid penalties and 

everything goes smoothly when transferring property. 

To sum it all up: 

 The new rule means you need a 1% or 40% deduction based on who’s 

buying. 

 The calculation involves figuring out the sale price and applying the 

correct rates. 

 Payments need to be made within 30 days, along with filing Form 26QB. 

 

Late Fee for TDS on Property 

In India, when it comes to selling property, a Tax Deducted at Source (TDS) 

applies, and it’s really important to follow the rules set by the Income Tax 

Department. If a seller skips deducting the TDS during the sale, they could end 

up with a late fee. This fee typically falls under Section 234E of the Income Tax 

Act, which means there’s a penalty of ₹200 for each day the TDS return is late, 

until the tax is settled. But keep in mind, this penalty can't go over the total TDS 

amount that's due. 

So, just to sum it up, the late fee for TDS on property is ₹200 for every day it's 

delayed, but it won’t exceed the total TDS owed. 

 

 



Penalty for Not Deducting TDS on Sale of Property 

If a buyer forgets to deduct TDS when making a payment for a property, they 

might face penalties under Section 271C of the Income Tax Act. This penalty 

can be as much as 100% of the amount that should’ve been deducted as TDS. 

Plus, if there are any hiccups with payments or filing returns related to the TDS, 

they could also be charged interest under Sections 201(1A) and 220(2). So, not 

only could they face penalties, but also interest on late payments. 

The penalty for not deducting TDS on the sale of property can reach up to 100% 

of the TDS amount that should’ve been withheld. 

  

Who Pays TDS While Selling Property? 

In real estate deals across India, it's usually the buyer who needs to take care of 

the TDS when purchasing property. According to Indian tax regulations, buyers 

have to deduct TDS before handing over the payment to the sellers. That means 

when a buyer and seller agree on a price, the buyer needs to calculate and 

subtract that percentage for TDS and send it straight to the government. 

  

How to Claim TDS After Selling Property 

After wrapping up a property sale and paying or deducting TDS, sellers can 

claim credit for this deduction when filing their income tax returns. Here’s how 

to do it: 

1. Get Form 16B: Once TDS is paid, buyers need to give sellers Form 16B, 

which acts as proof of the tax deduction. 

2. File Your Income Tax Return: Sellers should include this info in their 

income tax return (ITR) under “Income from Capital Gains” if it applies. 

3. Claim Your Credit: Sellers can claim the amount shown in Form 16B 

against their total tax liability in their ITR. 

4. Check Verification: Make sure that the PAN details match what’s in 

Form 16B when the Income Tax Department verifies it. 

5. Refund Process: If too much tax was deducted or if there are no 

outstanding dues, sellers can request a refund through their ITR filing. 



 To claim TDS after selling property, make sure to get Form 16B from the buyer 

and include this detail when you file your income tax return. 

 

Percentage of TDS Charges on Sale of Immovable Property in 

India for NRI 

For Non-Resident Indians (NRIs), the TDS rate when selling immovable 

property in India is generally 40% for long-term capital gains (for properties 

held over two years). For short-term capital gains (properties held for less than 

two years), the TDS will depend on the applicable income slab rates, but buyers 

still need to deduct TDS as specified by the law. 

However, NRIs often deal with additional complexities regarding taxes due to 

international agreements about double taxation avoidance (DTAA). Therefore, 

it’s best for NRIs to consult with tax experts or legal advisors who understand 

both Indian regulations and international tax laws before getting into real estate 

transactions. 

 To sum it up, the TDS percentage on the sale of immovable property in India 

for NRIs is usually 40% for long-term capital gains, while short-term gains are 

taxed based on the appropriate slab rates. 

 


