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The only true wisdom is in knowing you know nothing.

- Socrates

Being humble with what you have and know, is the best policy. These are words of those experienced and I 
have just echoed the same. Wisdom is an application of what you know and when someone like Socrates 
voices the aforementioned words, I feel that we as a professional should take heed of the essence and be 
very much humble and ever learning when it comes to our professional pursuits.

Friends, while penning down this message to you we already are in the month of November wherein our 
Alma Mater i.e. The Institute of Chartered Accountants of India would be a proud host to one of the most 
prestigious events of the accounting profession – World Congress of Accountants, 2022. The event is 
happening in India for the first time in its history of over 100 years and this would certainly bring India and 
the institute i.e. ICAI on the global prominence. We at Nagpur branch had been reaching out to members 
and had already enrolled more than 60+ members physically as a group and there are more than 50 
members who have enrolled themselves individually for the four day long mega event happening at Jio 
World Centre, BKC, Mumbai. I urge the members who wish to join for the event to connect us for physical 
registration and those willing to join virtually can register themselves from the WCOA2022 portal.

While talking more about this four-day global extravaganza, the event would witness delegates from more 
than 110 countries and there would be parallel session also known as multitrack deliberations in the grand 
Jio World Centre thereby disseminating knowledge and providing networking opportunities to the 
participants in its fullest. The galaxy of speakers and presenters are who's who of the corporate and 
business world and there would be plenty of take aways on various fronts be it practice, consulting or 
export of services etc. The theme of the congress this time is - Building Trust Enabling Sustainability and I 
am sure it will stand tall to the theme and make the profession as well as the country proud.

There is yet another beautiful quote of Socrates – 'I cannot teach anybody anything, I can only make them 
think'. This quotation is much more relevant when it comes to publishing the newsletters. The reason being 
that we at Nagpur branch strive our best in reaching out to members through various modes and connecting 
dots through newsletter is one of them. The members who come forward and contribute inspire others and 
we act as a bridge and make the readers think and understand things better. I feel extremely privileged that I 
get a chance to connect with you all and talk about the various initiatives of the branch and this way 
maintain the dialogue month on month. I express my gratitude towards the contributors of this edition and 
helped us making it an enriching read. Furthermore, my earnest request to members would be to establish 
the connect with the branch and keep sharing inputs to make the events super successful.

Happy Reading.
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Hope all of you had a great Deepawali festival. This is best part of the year since we are in middle of festival 
season, start of Vestu Baras (Gujrati New Year), etc. On top of it, most of us have completed our tax audit 
assignments.

GST Audits-
Now, our next task in hand is GST audit. Its again a tedious task as we have to take care of various 
provisions of act and notifications as well. Needless to remind that reporting in clause 44 of Tax audit report 
should be aligned with Form 9/9C.

Belated Income Tax Returns-
This year, due date of filing of belated income tax returns is restricted upto 31.12.2022. Post this date, all 
income tax returns will become time barred. So its an additional responsibility on us to educate our clients 
on this new deadline for filing of income tax returns.

Whats New-
Following circulars / notifications have been issued by CBDT which should be kept in our mind as 
professionals-

F No 370133/16/2022 dated 1st November, 2022:
TPL Government of India Ministry of Finance Department of Revenue (Central Board of Direct Taxes) 
Sub: Draft common Income-tax Return-request for inputs from stakeholders and the general public.

Circular No. 22/2022 dated 01st November, 2022:
Condonation of delay under section 119(2)(b) of the Income-tax Act, 1961 in filing of Form No.10A- Reg.

Circular No. - 23/2022, DATED 3rd NOVEMBER, 2022:
Finance Act, 2022 ─ Explanatory Notes to the Provisions of the Finance Act, 2022

Circular No. 24/2022 dated 07th December, 2022:
Deduction of tax at source income-tax deduction from salaries under section 192 of the income-tax act, 
1961 during the financial year 2022-23

GST-
On GST front, following circulars/notifications have been issued recently-

Circular No. 181/13/2022-GST dated 10th November, 2022:
Clarification on refund related issues.

182/14/2022-GST dated 10th November, 2022:
Guidelines for verifying the Transitional Credit in light of the order of the Hon'ble Supreme Court in 
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the Union of India vs. Filco Trade Centre Pvt. Ltd., SLP(C) No. 32709-32710/2018, order dated 
22.07.2022 & 02.09.2022

Notification No. 22/2022-Central Tax dated 15th November, 2022:
Seeks to make amendments (Third Amendment, 2022) to the CGST Rules, 2017.

Notification No. 23/2022-Central Tax dated 23rd November, 2022:
Seeks to empower the Competition Commission of India to handle anti-profiteering cases under CGST 
Act, 2017 with effect from 01.12.2022.

Notification No. 24/2022-Central Tax dated 23rd November, 2022:
Seeks to make fourth amendment (2022) to CGST Rules with effect from 01.12.2022.

Instruction No. 04/2022-GST dated 28th November 2022:
Manner of processing and sanction of IGST refunds, withheld in terms of clause (c) of sub-rule (4) of 
rule 96, transmitted to the jurisdictional GST authorities under sub-rule (5A) of rule 96 of the CGST 
Rules, 2017.

Wish you all a very Happy Diwali and Happy New Year again!!!
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Start-up Valuation:  Illusionary Number Game 

CA Mangesh M Kolhatkar

India in Start-up ecosystem:

Unemployment issues in India encouraged the 
government to promote and push the idea of 
entrepreneurship to create new job opportunities for the 
younger generation. That gave rise to and made a craze 
in the start-up ecosystem in India. Funds started flowing 
in India through various modes in pre-seed, 
bootstrapping, series funding for early traction, scaling 
stage, and exit stage. As per the Ministry of Science and 
Technology, India ranks globally 3rd in the start-up 
ecosystem. As per the latest data, there are 105 unicorns 
(start-up's having a valuation of over  $ 1 billion). Many 
of these unicorns are not yet listed on Indian stock 
exchanges. 

Success Mantra and causes of failures:

The success of a start-up largely depends on the timing of 
the start-up idea and need, idea executing team, 
originality of the concept and its USP, business model, 
and availability of funding at the required time. 

However, the percentage of failures at start-up's is not 
encouraging at all. About 90 % of start-up's fail, of which 
10% fail in the first year. Between year 2 to Year 5, about 
70 % of start-up fails. Reasons for the failure of start-up's 
are misreading market demand, running out of funds and 
personal money, in-competent founders, market 
competition, pricing, and cost issues.

Apart from the merits and demerits of the business, the 
associated risk, probability of success, and opportunity 
to exit are very critical to understand before investors put 
money into a start-up. Most investors believe in stories 
and numbers rather than business models while 
investing in start-up's.

Start-up funding:

A High-risk, high-return philosophy attracts many 

investors across the globe. In 2021 Indian start-up's 
raised  $ 42 billion compared to $ 11.5 billion in 2020 
(source: Economic Times). The picture is not good at all 
in 2022; as per "Inc42," as of Oct 30, 2022, Indian start-
up's raised  $ 22.9 billion compared to $ 32.9 Billion up 
to Oct 21, a downfall of about 30% YOY basis. 
Interestingly funding during the growth stage has shown 
an upward swing of 143% on a YOY basis. That shows 
investors' interest in performing ideas. 

Fund requirements are much needed in the scaling stage. 
Due to a lack of experience, past track record, and non-
availability of primary and collateral securities for many 
entrepreneurs, they look for options of other modes, 
mainly equity funding and other optional convertible 
instruments rather than comparatively cheap debt funds.

Challenges in valuing start-up's:

Valuing a start-up is often considered a ticklish issue. In 
the case of start-up's, technology is used predominantly, 
so the involvement of intangibles is high; thus, applying 
the cost approach is challenging. Similarly, ideas are 
often so innovative and unique that it is challenging to 
find comparable companies matching a start-up 
company. Proper research could help to get similar 
company data that needs to be realigned with a start-up 
company. So primarily, valuations are done using the 
income approach and by applying discounted cash flow 
model. 

The mathematical application of DCF involves lot many 
assumptions, as listed below:

Forecasting:

 ● Estimates of future revenue 

 ● The growth rate on the growth period

 ● Terminal period growth rate

 ● % of EBITDA to revenue
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Cash flows post net income/(loss):

 ●  Increase/(Decrease) in working capital

 ● Increase/(Decrease) in capital expenses

Discounting factor:

 ● Calculation of discounting factor

 ● Levered and Unlevered Beta

 ● The risk premium for country and company

Promoters and VC's often want a good story backed with 
attractive numbers, and here the game of number 
crunching comes into play. That gives crazy spikes to the 
actual fair value of a start-up company. Projections zoom 
without having any justification. Every spike in 
valuation from previous rounds creates profitable exit 
options for initial investors, including VC's. For start-
up's in India, the Total available market (TAM) number 
is vast for forecasting, as the population is around 1.40 
Billion, so that number is conveniently used for 
estimating, ignoring actual serviceable available market 
(SAM) and serviceable obtainable market (SOM).

Many promoters and VC's manage to do valuations by 
simply considering numbers to their advantage. A fair 
valuation of Rs. 10 crores can easily be presented as Rs. 
100 crores with assumptions. 

Actual performance vs. earlier estimates: 

Let us consider a few numbers from the valuation of 
Byju- India's largest EdTech company. As per the 
valuation report of Feb 2019 of Byju's available in the 
public domain in which valuation is done as per 
discounted free cash flow method, turnover for FY 21 is 
estimated as Rs. 3986.36 Cr, and PAT is estimated as Rs. 
331.27 Cr. In the same valuation report, turnover for FY 
20 is estimated as Rs. 2327.71 Cr and PAT as a Loss of 
Rs. 131.53 Cr. Based upon these numbers' equity 
valuation is worked out as Rs. 12168.65 Cr. Registered 
valuers under the Companies Act 2013 or SEBI 
Registered Category-I merchant bankers add a 
disclaimer that estimates and forecasting a cash flow is a 
management's primary responsibility and based upon 
that, valuation is carried out. This disclaimer helps the 
valuer in case of professional misconduct charges.

However, the question remains unanswered as to why 
there is a disconnect between valuation projections and 
actual results. What actions should regulators take for 

high deviations?

Continuing with Byju's example, it will be interesting to 
check reality in numbers 

Byjus delayed filing financials for FY 21, and the 
Ministry of corporate affairs (MCA) sought an 
explanation for the delay in filing financial year 21 
results. In FY 21, Byju acquired 12 companies at a time 
when the edtech sector was booming. A few of those are 
Aakash Educational Services Ltd. for about $ 1 billion, 
Great learning Pvt. Ltd. for $ 600 million in July 2021 
and Epic for $ 500 million in July 2021. Byju's valuation 
grew from Rs. 12,169 crores in Feb 19 to Rs. 76,083 
crores in Nov 21 (source: Kens published article). As per 
July 22 reported valuations, Byju is valued at $ 22.6 
billion i.e., close to Rs. 1,87,100 crores. So apparently, 
even in losses, management still managed to maintain 
high valuations. 

Questions deceptively come to mind: Are such high 
numbers and valuations projected to generate funds for 
acquisitions? Whether the company is in the process of 
building its equity valuation for IPO in the future? What 
will happen to hard-earned money invested by investors 
during IPO if something goes wrong?

What goes wrong:

When valuations are merely built up heavily in bilateral 
deals in the private market, then failure is apparent in a 
public market where the price is discovered and decided 
by a broader investor base. Zomato and Paytm's debacle 
in market cap post-IPO is a classic example of that.

 Zomato's last pre-IPO fundraise in Feb 2021 was valued 
at close to $ 5.4 Billion. For IPO in Aug 21, the company 
was valued at $ 8.5 Billion, and after bumper listing 
market cap dropped significantly to $ 6.05 Billion, 
which is almost 29% as compared to Pre IPO valuation. 

Nagpur Branch of WIRC of ICAI
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Story of Paytm is worse than that wherein the valuation 
at IPO in Nov 21 was about $ 19 billion, and the market 
cap is now dropped significantly by 78% to $ 4.20 
billion. 

Correct way:

Although it looks like simple mathematics, it is crucial to 
understand the business model and strategy to justify the 
valuation. Had it been only a number game, regulators 
would have allowed reliance on software-based 
valuation reports rather than believing in professional 
brains and expertise. It is essential to understand that the 
valuation number is the only result of understanding the 
business model and narrative correctly and precisely.   
Valuation should always be considered from the seller's 
perspective & buyers' view, and how cleverly the buyer 
values the company is essential. 

Consider the following example: 

Company "A" is valued by the seller's valuer "SV" and 
the buyer's valuer "BV." The fair valuation of company 
"A" is Rs. 25 Cr. Let us consider different scenarios:

Conclusion:

Apart from numbers, before investing in a start-up, 
understand the level of risk involved in the early stage of 
investment, carry out due diligence, try to be an active 
rather than passive Investor, watch on spending per 
month (burn rate), product development progress and 
expected period of development of the minimum viable 
product, control over intangibles, scalability plan, and 
exit strategy. 

As rightly said by Tony Hsieh founder and ex CEO of 
Zappos (An American online shoe and clothing retailer) 
“Chase the vision and not money, money will end up 
following you.”
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 A will is a legal declaration a person makes about 
the way he wants his property managed or 
distributed after his death.

 Although a will is a legal document, there isn't any 
prescribed form it must take. 

 It is not mandatory to write a will on stamp paper.

 It can be either typed or handwritten. A handwritten 
will is preferred as it is more difficult to refute.

 You can write a will for part of a property

 You can will your property to anyone and not 
necessarily to relatives. But its better to provide 
reasons.

 If will is there, property transmission is smoother 
and succession certificate from court may not be 
required.

 WILL is for distribution of property as per your 
wish after your death. During lifetime, private trusts 
can be created to avoid legal disputes about property 
after death and also to alleviate ESTATE DUTY, if 
any.

Who can make a Will?

According to the Indian Succession Act of 1925, anyone 
who is of sound mind and who is not a minor can make a 
will.

Essential Elements of a Will

While a will need not be in a prescribed form, it's good 
practice to follow a certain pattern so that everything 
necessary by law is included, making your will simpler, 
more solid and difficult to contest. Your will should have 
these basic things.

(a) Declaration

You should start your will by declaring that you are of 

sound mind and stating who you would like to be 
executor of your will. If this isn't your first will, you 
should make a statement revoking all previous wills and 
codicils.

(b) List of your Assets

Next you should list out all your assets. This should 
include any property you own, the money you have in 
your savings accounts, fixed deposits and mutual funds. 
Compiling this list can be time consuming and tedious. 
It's best to go over it a few times to make sure you haven't 
left anything out.

(c) Divide your Assets

List out clearly who is to receive which assets. Going 
item-wise may remove any ambiguity. If you wish to 
give your assets to a minor, don't forget to appoint a 
custodian of the assets. It's important to select someone 
you trust as a custodian.

(d) Sign the will and involve witnesses

Will should be signed in the presence of two witnesses. 
The will should be dated. Full names and addresses of 
your witnesses should be specified. Remember: Your 
witnesses don't need to read your will. They just need to 
attest to the fact that you've signed it in their presence. A 
Doctor and an Advocate make good witnesses.

Initial each page: The date and place must also be written 
at the bottom of the will. Every page of the will needs to 
be signed by you and your witnesses. Any correction 
made on the will must also be countersigned by you and 
the witnesses.

(e) Storing the will:

Make sure you store your will in a safe place. Copies, if 
made, should be stored separately from the original will.

8
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Whether Will Can be Invalid:

Every person of sound mind, not being a minor, may, of 
his/her own volition, dispose his/her property through a 
will. So, this means that, a will is valid if:

(a) Sound Mind: The person creating the will should be 
of completely sound mind at the time of writing it. 
Therefore, a lunatic or idiot can never create a will. 
However, a person, let's say with Alzheimer's, may 
create a will in case he/she is lucid at the time of 
writing it. On the other hand, a completely sane 
person cannot have created a valid will if he/she was 
inebriated at the time of its creation.

(b) Only Majors: A minor (a person below the age of 
18) cannot make a will in India. A testamentary 
guardian is appointed to dispose the property of a 
minor.

(c) Of Own volition: If a will is attained through 
coercion, it is invalid. This means that, should a son 
or daughter force (by being mentally or physically 
coercive), their parents into writing a will in their 
favor, it is invalid.

(d) Only Own Property: A will can be made by any 
person, and it is often made in the absence of a 
lawyer. For this reason, many people end up 
distributing even assets that don't completely belong 
to them. A wife may dispose a house that is in the 
name of her husband, for example. Also, one can 
write will for his SHARE in HUF property (and not 
entire HUF property).

Common Mistakes while Writing a Will

Avoid using complicated or technical legal terms: Many 
People like using legal terms while drafting Will. Due to 
this, often a layman is left puzzled by what is written. 
The language used to draft the will must be simple and 
precise.

Try to avoid allotting tenancy rights: People, especially 
those who have been tenants for many generations, often 
pass on their tenancy, though it isn't legal to do so. You 
cannot state in your will that a relative should become 
the tenant of the property, since you do not have any right 
to the property.

Commonly Used Legal Terminologies:

Legal terms can be confusing. Here are a few simple 

ones to keep in mind when considering a will.

Intestate: This is when a person dies without leaving 
behind a valid will. There are laws governing intestacy to 
determine how your assets are to be distributed which 
will differ depending on your religion.

Testator: A person who makes and executes a will is 
called a testator.

Beneficiary/Legatee: A person or organization whom 
you name in your will to whom you give your assets.

Executors: The people you name to handle the division 
of your assets. You can have up to four executors. It's 
generally best to name more than one executor, in case 
one passes away.

The executor or estate can have separate PAN (Section 
168 of IT Act) and tax planning can be done with this 
mode.

Probate: The legal document to be obtained by the 
executors after your death giving them the authority to 
handle your assets.

Administrator: A person who deals with the division of 
your assets if you haven't left behind a will.

Codicil: A legal document which amends or adds to a 
will. For a codicil to be valid, it must be written and 
executed in the same way as the will it amends. It shall be 
deemed to form part of a Will. Similarly, to the Will, the 
Codicil must be signed by the Testator and attested by 
two Witnesses.

More About Probate:

A probate is a copy of a will certified by a court of 
competent jurisdiction. It proves that it is the last and 
final will of the deceased penned on a particular date. A 
probate is granted with the court seal and has a copy of 
the will attached to it. Probate can be granted only to the 
executor appointed by the will. The appointment may be 
express or implied by necessary implication. It cannot be 
grated to any person who is a minor or is of unsound 
mind, nor to any association of individuals unless it is a 
company which satisfies the conditions prescribed by 
the rules made by the State Government. Probate is 
granted to an executor appointed under the will and he 
may not be able to administer its provisions without a 
probate. It may also be necessary when the deceased 
leaves behind securities with various nominees and there 
is a dispute on their division. The nominee can only hold 
the assets in trust till these are divided as indicated in the 
will after a probate has been obtained.
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When a probate is mandatory:

It is advisable to obtain probate to avoid future disputes. 
However, probate is mandatory if:

i. A will is made within the provinces of Bengal, 
Bihar, Orissa and Assam and within the jurisdiction 
of the High Courts of Madras and Bombay. Thus, 
probate is necessary in the state of Maharashtra. 

ii. All such wills made outside the territories 
mentioned in Clause (i) above relating to 
immovable properties situate within the said 
territories must also be proved and probate thereof 
obtained, before any right as executor or legatee can 
be established.

iii. Wills other than those in categories (i) and (ii) above 
i. e. to say, such wills made outside the territories 
mentioned in (i) above, relating to movable property 
situate inside or outside the said territories or 
immovable property situate outside the said 
territories are not required to be proved or probated.

Registration of Will

According to Section 18 Indian Registration Act, 1908 
the registration of Will is OPTIONAL. A will need not 
be registered compulsorily but if so desired it may be 
registered by the testator during his lifetime.

A Will may be deposited with the registering authority 
under Sec.42 of the Indian Registration Act, 1908. 
Which says- “Any testator may, either personally or by 
duly authorized agent, deposit with any Registrar his 
will in a sealed cover superscribed with the name of the 
testator and that of his agent (if any) and with a statement 
of the nature of the document” 

A Will or Codicil is not required to be stamped at all. 
However, a registered/ stamped/ notarized will would be 
easier to be provided as genuine.

Update your will: Update your will if your estate 
changes because of assets bought or sold. Codicil can be 
used to update your will. A Will can be written any 
number of times. You must clearly mention that this is 
your last will and all will written previously stand 
cancelled.

WHAT HAPPENS WHEN A PEROSN DIES 
WITHOUT MAKING A WILL?

Unfortunately, not everyone bothers to make a will. This 
may be for a variety of legitimate reasons or, more 
probably, neglect, but a death intestate is a situation that 
exists merely on account of the lack of a simple 
declaration. Intestacy has the potential to create legal 
disputes between family members. In case of such a 
dispute, the law has also laid out rules for members of 
different religions, as specified in Indian Succession Act, 
1925, Hindu Succession Act, 1956, and by Shariat law, 
and these are to be followed. Here is how the property 
will be divided, should it reach the courts:

First let's discuss about other religions:

Indian Succession Act, 1925 covers religions other 
than Hindu & Muslims:

Christians (covered under Indian Succession Act)

1. A third of the property shall go to the wife and the 
rest will be divided equally among children 
(including the children of any predeceased son or 
daughter). 

2. If there is no wife, the property will be divided 
among the children.

3. If there are no children, the property is shared 
equally by the wife and the husband's relatives.

4. Lastly, it will devolve upon the parents of the 
deceased.

Parsis (covered by Indian Succession Act)

1. Half goes to the wife, the rest to the children.

2. If there is no wife, the property is distributed equally 
among children;

3. If neither wife nor child survives, the assets go to the 
parents of the deceased.

Muslims (covered by Shariat Law)

The Qazi (judge ruling according to Islamic religious 
law) takes the burial expenses and makes a list of the 
assets of the deceased that need to be distributed among 
wife and children. If a Muslim male dies without leaving 
a will, at least two-thirds of his property must be divided 
among family members. A Muslim wife cannot be 
dispossessed – the widow gets a definite share. 
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However, the children do not get an equal share. 
According to Muslim law, the sons get twice the share of 
the daughters.

HINDU SUCCESSION ACT, 1956

Hindu includes a person who is Buddhist, Jain or Sikh by 
Religion.

A. Any child, legitimate or illegitimate, both of whose 
parents are Hindus, Buddhists, Jainas or Sikhs by 
religion.

B. Any child, legitimate or illegitimate, one of whose 
parents is a Hindu, Buddhist, Jaina or Sikh by 
religion and who is brought up as a member of the 
tribe, community, group or family to which such 
parent belongs or belonged.

C. Any person who is a convert or reconvert to the 
Hindu, Buddhist, Jaina or Sikh religion.

Some Important Terms:

A. "Agnate" person is said to be an agnate of another if 
the two are related by blood or adoption wholly 
through males.

B. "Cognate" person is said to be a cognate of another if 
the two are related by blood or adoption but not 
wholly through males.

C. “Full blood”, "half-blood" and "uterine blood"—

 (i)  two persons are said to be related to each other 
by full blood when both their parents are 
same.

 (ii)  They are related by half-blood when father is 
same, but mothers are different.

 (iii)  They are related by uterine blood when 
mother is same, but fathers are different.

W.e.f. 09/09/2005, the daughter of a Hindu has got same 
rights and duties as that of a son.

Section 8: The property of a male Hindu dying intestate 
shall devolve.

(a) firstly, upon the heirs, being the relatives specified 
in class I of the Schedule.

(b) secondly, if there is no heir of class I, then upon the 
heirs, being the relatives specified in class II of the 
Schedule;

(c) thirdly, if there is no heir of any of the two classes, 

then upon the agnates of the deceased; and

(d) lastly, if there is no agnate, then upon the cognates of 
the deceased.

Section 9: Order of succession among heirs in the 
Schedule.

Among the heirs specified in the Schedule, those in class 
I shall take simultaneously and to the exclusion of all 
other heirs; those in the first entry in class II shall be 
preferred to those in the second entry; those in the second 
entry shall be preferred to those in the third entry; and so 
on in succession.

Section 10: Distribution of property among heirs in class 
I of the Schedule.

The property of an intestate shall be divided among the 
heirs in class I of the Schedule in accordance with the 
following rules:

Rule-1: The intestate's widow, or if there are more 
widows than one, all the widows together, shall take one 
share.

Rule-2: The surviving sons and daughters and the 
mother of the intestate shall each take one share.

Rule-3: The heirs in the branch of each pre-deceased son 
or each pre-deceased daughter of the intestate shall take 
between them one share.

Rule-4: In case of branch of pre-deceased son, his widow 
and his sons and daughters get equal share.

In case of branch of pre-deceased daughter, hers sons 
and daughters get equal share.

Section 11: Distribution of property among heirs in class 
II of the Schedule.

The property of an intestate shall be divided between the 
heirs specified in any one entry in class II of the 
Schedule so that they, share equally.

CLASS-I HEIRS:
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If son's widow or son's son widow remarries, she does not get any share



13

Nagpur Branch of WIRC of ICAI

E-Newsletter - NOVEMBER 22

Section 12: Order of succession among agnates and 
congnates.

(a) Rule-1: Of two heirs, the one who has fewer or no 
degrees of ascent is preferred.

(b) Rule-2: Where the number of degrees of ascent is 
the same or none, that heir is preferred who has 
fewer or no degrees of descent.

(c) Rule-3: Where neither heir is entitled to be preferred 
to the other under Rule 1 or Rule 2 they take 
simultaneously.

Section 14: Property of a female Hindu to be her 
absolute property.

Any property possessed by a female Hindu, shall be held 
by her as full owner thereof and not as a limited owner.

“Property" includes both movable and immovable 
property acquired by a female Hindu by

(a) Inheritance or devise, or 

(b) at a partition, or 

(c) in lieu of maintenance or arrears of maintenance, or

(d) by gift from any person, whether a relative or not, 
before, at or after her marriage, or

(e) by her own skill or exertion, or by purchase or by 
prescription, or in any other manner whatsoever,

(f) and also any such property held by her as stridhana

Section 15: General rules of succession in the case of 
female Hindus.

The property of a female Hindu dying intestate shall 
devolve according to the rules set out in section 16,

(a) firstly, upon the sons and daughters (including the 
children of any pre-deceased son or daughter) and 
the husband.

(b) secondly, upon the heirs of the husband.

(c) thirdly, upon the mother and father.

(d) fourthly, upon the heirs of the father, and

(e) lastly, upon the heirs of the mother.

However, (a) any property inherited by a female Hindu 
from her father or mother shall devolve, in the absence of 
any son or daughter of the deceased (including the 
children of any pre-deceased son or daughter) not upon 
the other heirs referred in sub-section (1) in the order 

specified therein, but upon the heirs of the father; and

(b) any property inherited by a female Hindu from her 
husband or from her father-in-law shall devolve, in the 
absence of any son or daughter of the deceased 
(including the children of any pre-deceased son or 
daughter) not upon the other heirs referred to in sub-
section (1) in the order specified therein, but upon the 
heirs of the husband.

Section 16: Order of succession and manner of 
distribution among heirs of a female Hindu.

Rule-1: Among the heirs, those in one entry shall be 
preferred to those in any succeeding entry, and those 
included in the same entry shall take simultaneously.

Rule-2: If any son or daughter of the intestate had pre-
deceased the intestate leaving his or her own children 
alive at the time of the intestates death, the children of 
such son or daughter shall take between them the share 
which such son or daughter would have taken if living at 
the intestates death.

Rule-3: Distribution to heirs of husband, father or 
mother would be as if they have died intestate.

General Rules regarding Succession:

1. Full Blood is preferred to Half Blood (Section 18)

Heirs related to an intestate by full blood shall be 
preferred to heirs related by half blood, if the nature of 
the relationship is the same in every other respect.

2. When two or more heirs succeed together, they take 
the property per Capita (remaining beneficiaries take 
share) and not per Stirpes (Legal heirs of beneficiaries 
can claim share). Also, they take property as tenants-in-
common and not as joint tenants. (Section 19)

3. Right of child in womb (Section 20)

A child who was in the womb at the time of the death of 
an intestate and who is subsequently born alive shall 
have the same right to inherit to the intestate as if he or 
she had been born before the death of the intestate, and 
the inheritance shall be deemed to vest in such a case 
with effect from the date of the death of the intestate.

4. Presumption in cases of simultaneous deaths 
(Section 21)

Where two persons have died in circumstances 
rendering it uncertain whether either of them, and if so 
which, survived the other, then, for all purposes affecting 
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succession to property, it shall be presumed, until the 
contrary is proved, that the younger survived the elder.

5. Preferential Right to acquire interest in property 
(Section 22)

In case of Class-I Heirs, if one of them wants to sell his 
share, other heirs of Class-I will have first preference. 
Price would be as per mutual agreement or as determined 
by courts if no agreement. If two heirs claim, higher 
bidder wins.

General Rules regarding Succession (Contd…):

1. Murderer disqualified (Section 25)

A person who commits murder or abets the commission 
of murder shall be disqualified from inheriting the 
property of the person murdered, or any other property in 
furtherance of the succession to which he or she 
committed or abetted the commission of the murder.

2. Convert's Descendants disqualified (Section 26)

Where a Hindu has ceased or ceases to be a Hindu by 

conversion to another religion, children born to him or 
her after such conversion and their descendants shall be 
disqualified from inheriting the property of any of their 
Hindu relatives, unless such children or descendants are 
Hindus at the time when the succession opens.

3. Succession when heir disqualified (Section 27)

If any person is disqualified from inheriting any property 
as above, it shall devolve as if such person had died 
before the intestate.

4. Disease, defect not to disqualify (Section 28)

No person shall be disqualified from succeeding to any 
property on the ground of any disease, defect or 
deformity, or save as provided in this Act, on any other 
ground whatsoever.

5. Failure of Heirs (Section 29)

If an intestate has left no heir qualified to succeed to his 
or her property in accordance with the provisions of this 
Act, such property shall devolve on the Government.
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Foundation Mock Test

Mega Carrer Counseling Program

Seminar on Understanding Credit Policies & 
Norms of Bank Finance- 24th Nov.22

Travel Vlog

Foundation Mock Test
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