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Order No.:021/2023 

ORDER 

7th Floor, Hindustan Times House, 
Kasturba Gandhi Marg, New Delhi 

Date: 28.06.2023 

In the matter of Mis M H Dalal & Associates, Chartered Accountants (Firm Registration 
No 112449W) and CA Devang Dalal (ICAI Membership No 109049) under Section 132(4) 
.of the Companies Act 2013 read with Rule 11(6) of National Financial Reporting 
Authority Rules 2018. 

1. This Order disposes of the Show Cause Notice ('SCN' hereafter) of even no. dated

18.10.2022, issued to Mis M H Dalal & Associates and CA Devang Dalal (collectively

Auditors hereinafter). CA Devang Dalal is a Member of the Institute of Chartered

Accountants oflndia ('ICAI' hereafter) and was the Engagement Partner ('EP' hereafter)

for the Statutory Audit of MAN Industries (India) Limited, Mumbai ('MIIL' or 'the

Company' hereafter) for the Financial Year ('FY' hereafter) 2020-21.

2. This Order is divided into the following sections:

A. Executive Summary

B. Introduction & Background

C. Major Lapses in the Audit

D. Other Lapses in the Audit

E. Lapses by the Audit Firm

F. Findings on Articles of Charges of Professional Misconduct by the Auditors

G. Findings on Additional Articles of Charges of Professional Misconduct by the Audit

Firm

H. Penalty & Sanctions

A. EXECUTIVE SUMMARY

3. National Financial Reporting Authority (NFRA) is India's independent regulator in
respect of matters relating to accounting and auditing of prescribed class1 of entities
which can be broadly described as 'Public Interest Entities' (PIEs).

1 Rule 3 ofNFRA Rules, 2018 
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of a subsidiary, Merino Shelters Private Limited (MSPL) is erroneous, as the impact of 
the grounds for qualification was both material and pervasive which, as per Para 8 of SA 
705, required the Auditors to give an adverse opinion (para 50). 

12. The Auditors did not obtain Sufficient Appropriate Audit Evidence (SAAE) in a number
of material account balances and class of transactions such as the following:

a) Trade Receivables which constituted 3 7% of the total assets of MIIL and depicted
adverse features indicating a significant risk of material misstatement (ROMM) (para

56).

b) In respect of impairment test of investment in, and loan given to a subsidiary, the
Auditors did not perform any audit procedures as required by SA 540 to evaluate
whether the impairment test and documents given by the Company satisfied the
requirements of Ind AS 3 64 (para 60).

c) In respect of the Key Audit Matter (KAM) pertaining to valuation of MIIL' s
subsidiary, MSPL, the Auditors mentioned that it was done using the Discounted Cash
Flow (DCF) method. However, the valuer's report available in the audit file mentions
that the valuation was done using the Adjusted Net Assets Value methodology. This
shows negligence and lack of due diligence by the Auditors in respect of a KAM (para
60).

d) The Auditors failed to perform a fundamental duty to attend the physical count by the
management of inventory and other related procedures5( para 64).

e) The Auditors failed to identify the applicable Ind AS viz. Ind AS 1156 and the
presumption of risk of fraud7 in recognition of revenue (para 68 and 69).

13. The Auditors made false statement in their report on the Internal Control over Financial
Reporting (ICoFR), without testing their adequacy and operating effectiveness as
required by the relevant Guidance Note of the ICAI (para 73 and 74).

14. The Auditors failed to demonstrate sufficiency and appropriateness of audit work in
virtually every critical building block of an audit of Financial Statements i.e., Audit
Strategy, Planning (para 86 to 88), Determining Materiality (para 104 to 108),
identification and assessment of ROMM through an understanding of the entity's
environment and internal control (para 90 to 94), designing and performing audit
procedures responsive to the ROMM (para 98 to 101) and evaluating the audit results.

15. This Order establishes that in view of the potentially high ROMM in the Financial
Statements, and the dismal quality of the audit evidence as reflected in the audit work
papers, the Statutory Audit of MIIL, instead of being an exercise in application of
professional skill and care had degenerated into simply collecting and filing reams of
photocopies of documents of routine nature ( e.g., 2900 pages of Purchase/Sales Invoices)
in the Audit Work Paper files. The audit work lacked demonstration of professional
skepticism and sound knowledge of application of Ind AS and SAs and the Audit Firm

4 Indian Accounting Standard 36, Impairment of Assets (Ind AS 36) 
5 Standard on Auditing 501, Audit Evidence-Specific Considerations for Selected Items (SA 501) 
6 Indian Accounting Standard 1 15, Revenue from Contract with Customers (Ind AS 115) 
7 Standard on Auditing 240, The Auditor's Responsibilities Relating to Fraud in an Audit of Financial Statements (SA 240) 
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