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• IPO Market Snapshot 

 

• Roadmap for an IPO 

• Plan 
• Prepare 

• Perform 

• Post-IPO 

 

• Financial Reporting Matters 

 

• Role and Liabilities of  a Chartered Accountant in the IPO process 



IPO MARKET SNAPSHOT 

3 
Note: Reclassification and immaterial items are not considered for this 

slide-deck.  

I P O  C o n c l a v e  -  2 0 1 7  



WHAT IS AN IPO 

4 
Note: Reclassification and immaterial items are not considered for this 

slide-deck.  

What does “IPO” mean?  
 

It is the process of  offering securities — 

generally common stock — of  a privately 

owned company for sale to the general 

public. The first time these securities are 
offered is referred to as an initial public 

offering, or IPO.  
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What is the role of  primary market? 

 

The key function of  the primary market is to 

facilitate capital growth by enabling 

individuals to convert savings into 

investments. It facilitates companies to issue 
new stocks to raise money directly from 

households for business expansion. 
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2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017*

Amount Raised (crs.) Year No. of IPOs 

2007 108 

2008 39 

2009 22 

2010 66 

2011 40 

2012 13 

2013 5 

2014 7 

2015 21 

2016 27 

2017* 14 
(Including SME) 2017 2016 2015 2014 

Maharashtra 19 25 21 14 

Gujarat 24 29 11 8 

Delhi NCR 6 7 11 8 

Rest of India 16 31 21 15 

65 92 64 45 
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1994-95          1336        
1995-96           1402 
2001-02                      6 
2002-03                      6 
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The government aims to divest Rs. 72,500 crore as part of  the 2017 budget proposal. 
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Planning 
for IPO 

Preparing 
for IPO 

Performing 
an IPO 

Post IPO 

Planning 

 
High-level strategic phase. 

 
High involvement of  top 

management 

Preparing 

 
Pure-play execution phase. 

 
Medium involvement of  

top management. 

Performing 

 
Actual IPO process. 

 
High involvement of  top 

management. 

Post-IPO 

 
Ongoing phase post IPO. 

 
Low-medium involvement 

of  top management 

1-2 years 6-9 months 1-2 months Ongoing 
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Evaluating 
need for 

Capital\Exit 

Evaluating 
options of  

raising capital 

Appointing an 
IPO Advisor 

Evaluating 
markets for an 

IPO 

Pre-IPO 
Business 

structuring 

Pre-IPO 
Capital 

structuring 

Pre-IPO 
Corporate 
structuring 

Initiate Long-
Shot items 

Financial 
track-record & 

readiness 

Benchmarking 
with listed 

peers 

Perform 
Internal Due 

Diligence 

Building IPO 
Core team for 
preparations 

IPO-bound companies 
usually spend 1-2 years in 
this warm-up Phase. 

The Planning Phase is the 
most critical and 
strategically important 

phase in the IPO 
roadmap. 

Continuous evaluation of  
market dynamics is 
performed before moving 
to the next phase. 

Internal Due Diligence is 
an important step that 
helps identify Red Flags 

much before external 
agencies are onboarded. 
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Prepare 
Financial 

Model and IM 

Appoint 
BRLMs 

Finalize inter-
se 

responsibility 

Appoint other 
external 
agencies 

Evaluate 
eligibility for 

IPO 

Finalize 
Objects of  the 

Issue 

Commence 
RFS 

preparation 

Board 
composition 

(LODR) 

Commence 
External Due 

Diligence 

Commission 
experts report 

Commence 
drafting of  

DRHP 

Commence 
audit of  RFS 

Eliminate DD 
issues 

Agree draft 
time-table 

Finalize broad 
contours of  

IPO 

Review and 
fine-tune draft 

DRHP 

Obtain 
consents for 

name 

Begin soft 
marketing 

Corporate\ 
contractual 

consents 

Approve 
DRHP by the 

BoD 

A critical 
execution phase 

in the IPO 
roadmap and 
usually takes 

about 6-9 

months to 
complete. 

Co-ordination 
between 

multiple teams 
and project-

management 

skill-sets come 
handy in this 

phase. 

Market timing 

and pulse also 
determines the 
speed on this 

stage. 
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External Intermediaries in the IPO Process 

Mandatory 

• BRLM 
• Issuer Auditor 
• Syndicate Banks 
• Stock Exchanges 
• SEBI \ ROC 
• R&T Agent 
• Depository  
• Rating Agency 
• Monitoring Agency 
• Escrow Bankers 

Typically 

• Co-BRLMs 
• IPO Advisor 
• Legal Advisor 

• To the Issuer 
• To the BRLMs 

• PR\Ad Agency 
• Printers 
• Brokers 
• Industry report expert 

 

Recommendatory 

• Investor Relation 
consultant 

• RFS Advisor \ IND-AS 
Advisor 

• Tax Advisor 
• International Legal 

Counsel 
• Corporate PR Firms 
• Underwriters 

Key Internal Participants in the IPO Process 

Independent Directors   |   KMPs   |   IR\PR   |   Shareholders   |   Financial Controller   |   Compliance Officer   |   Legal     
 

It is very commonly observed the IPO project is spearheaded by the CFO of  the Company. 
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Prospectus 

Schedule VIII (Part A) of  SEBI ICDR, Companies Act and Rules 
 

A Prospectus is a Liability Document and had an extremely long shelf  life. 
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General 
Risk 

Factors 
Introductio

n 
About 

Company  
Financial 

Information 
Legal 

Information 
Issue 

Information 
AOA 

Other 
Information 

Contents of  a Prospectus 

• Only relevant and updated information to be included. Adjectives like ‘Leading Player’, ‘Market Leader’ should be 
avoided 

• Simple English for easy understanding of  the contents  
• Cross-reference every reference 
• No forward-looking statements 
• All material matters, disclosed otherwise, should form a part of  the Prospectus 
• Thickness of  paper, quality of  paper, color of  pages, etc. is also specified 
• DRHP, RHP, Prospectus, Abridged Prospectus, Shelf  Prospectus 



PREPARING  FOR AN IPO 
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Red Herring 
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• COMPANIES ACT 2013: 

 

 (a) Section 2(1), (38) and (70) – definition of  abridged prospectus; expert 

 and prospectus 

  

 (b) Sections 23 to 42 – relating to prospectus and allotment of  securities 
 for public offer and private placement;  

  

 (c) Sections 387 to 393 – relating to prospectus issued by companies 

 incorporated outside India; and 

 
• Companies (Prospectus and Allotment of  Securities) Rules  

 

• SEBI (ICDR), 2009 -  Chapter V 

 

• ICAI Guidance Note on Reports in Company Prospectuses (Revised 2016) 
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IND AS applicability 

I P O  C o n c l a v e  -  2 0 1 7  



FINANCIAL REPORTING –  IND AS APPICABILITY 

19 
Note: Reclassification and immaterial items are not considered for this 

slide-deck.  

IND AS applicability for RFS 

Period of filing of Offer Document Latest FY Second 

Latest FY 

Third FY Second 

Earliest FY 

Earliest 

FY 

Up to March 31, 2017 Indian 
GAAP 

Indian 
GAAP 

Indian 
GAAP 

Indian 
GAAP 

Indian 
GAAP 

April 1, 2017 to March 31, 2018 Ind AS Ind AS Ind AS# Indian 
GAAP 

Indian 
GAAP 

April 1, 2018 to March 31, 2019 Ind AS Ind AS Ind AS Indian 
GAAP 

Indian 
GAAP 

April 1, 2019 to March 31, 2020 Ind AS Ind AS Ind AS Ind AS Indian 
GAAP 

On or after April 1, 2020 Ind AS Ind AS Ind AS Ind AS Ind AS 

# - On a proforma basis after making suitable adjustments 

Notes: 

• One year delayed scheduling for Phase – II companies 

• Companies not covered are disclosing qualitative differences between IND AS and Indian GAAP 

• Impact of  transition to IND AS to be disclosed 

• Fair presentation does not warrant columnar presentation of  five years. 
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Key Considerations: 
 

Who are eligible to make reports 

Fees for issuing reports 
Signing the report 

Consent Letter 

Comfort Letter 

Liability for misstatements 

Reports & Certificates 

Rights and Powers 

Whom the report should be addressed 

Accounting and Auditing aspects 

Providing tick and tie 
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Illustrative Formats: 
 

• Consent Letter 

• Comfort Letter 

• Representation Letter from BRLM 

• Representation Letter from 
Management 

• Bring-down Comfort Letter 

• Engagement Letter 

• Auditors Report of  RFS (Standalone 

and Consolidated) 
 

 

 

All financial information specified must be re-audited for one full financial year and the stub period, by the 

auditor certifying them in case where the financial statements were audited by an auditor who had not been 

subjected to peer review process of ICAI. 
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Restatement Adjustments for: 
 

a. Incorrect Accounting Practices 

b. Failure to make provisions 
c. Auditors Qualifications* (management explanation if  not adjusted) 

d. Prior-period items 

e. Re-computation on account of  change in accounting policy 

f. Separate disclosure for P&L before and after extraordinary item 

g. Net-worth disclosure before and after Revaluation Reserve 

h. Regroupings 

i. Tax effect on each of  the above 

 
* - CARO qualifications also disclosed as non-adjusting items 
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Examples for restatement adjustments: 
 

• Restatement of  provisions made 
• Restatement for write-backs made 

• Retrospective amendment to a law: e.g.. Payment of  Bonus Act 

• Reclassification adjustments 

• Prior period expenses 

• AS-15 adjustments 
• Assets costing less than INR 5,000\- 

• Method of  stock valuation 

• Depreciation on revaluation 

• Proposed Dividend 

• Regroupings 

• Tax adjustments 

• Tax assessments adjusted in current tax 

• Impact on restatements in DTA 

• EPS change for bonus, split, etc. 
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Other Key Considerations: 

• Preparation for CFS for all 5 years 

• Opening Reserve Reconciliation to be provided 

• Accounting Ratios: (a) Basic and Diluted EPS, (b) RONW %, (c) NAV per 

share, (d) Debt: Equity, (e) Long-Term Debt: Equity, 

• No adjustment for Companies Act depreciation change or rate change 

• Break-up on Other Income into Recurring and Non-recurring 

• Summary of  significant differences between IND AS and IGAAP 

• Statement of  Tax Benefits 

• Tax Shelter to be disclosed 

• Turnover for products not normally dealt with by the Company 

• Restatement of  First Time Adoption Mandatory and Voluntary exemptions? 

• Whether RPT to be considered each year separately or for the last year? 
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Avenues for a Chartered Accountant to get involved in the IPO Process 
 

• Statutory Auditor 

• IPO Advisor 

• Chief  Financial Officer 

• Tax Certification 

• Restatement Advisor 

• IND AS convergence specialist 

• Independent Director 

• Comfort Letter \ tick and tie 
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• Merchant Banking team 

• IPO Analyst 

• Investors \ Investment advisor 
• Working with intermediaries 

• Regulatory review 



LIABILITIES OF AN AUDITORS  
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•Liability of  the entire Firm and not the signing partner – Joint & Several 
 

“147(2) … the auditor shall be punishable with fine which shall not be less than twenty-five thousand rupees but 

which may extend to five lakh rupees: 

 

 Provided that if  an auditor has contravened such provisions knowingly or willfully with the intention 

to deceive the company or its shareholders or creditors or tax authorities, he shall be punishable with 

imprisonment for a term which may extend to one year and with fine which shall not be less than one lakh rupees but 

which may extend to ** (8-times) twenty-five lakh rupees. 

 

(3) Where an auditor has been convicted under sub-section (2), he shall be liable to— 

 (i) refund the remuneration received by him to the company; and 

 (ii) pay for damages to the company, statutory bodies or authorities or to any other 
persons for loss arising out of  incorrect or misleading statements of  particulars made in his audit report.” 

 

•Imprisonment up to One Year AND fine unto 25 lacs + fees + damages 

•Class Action Suits against Auditors! Damages can be claimed – Now notified! 
•The whole firm can be debarred for unto 10 years by NFRA! - Auditing Standards 

•Whistle Blower! (penalty unto 25lakhs 143(12)) 
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•Auditor is an Expert as per Section 26 of  CA 2013 

 

If  a Prospectus includes any statement which is untrue or misleading in form or context in 

which it is included or where any inclusion or omission of  any matter is likely to mislead: 

 

Criminally liable under Section 447 of  the Act  

 

• punishable with imprisonment which may extend to ten years and shall also be liable to fine 

which may extend to three times the amount involved in the fraud.  

 

• Fraud in question involves public interest, the term of  imprisonment shall not be less than 

three years. 

 

SEBI penalty of  1 crore. 

 

Loss or damage can also be claimed. 
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The views expressed herein are individual and personal in nature and neither the organizing body 
nor the representative firm has endorsed or supports nor rejects the view of the individual. Reliance 

on matter herein should be after due care and professional advice. 

Anand Bathiya 

Eligibility Audit Committee Compliance 

requirements 

Green Shoe Valuation Board Composition 

Public glare Promoters Contribution Lock-in 
Stake offloading Offer for sale Peer-review 

Structuring Bonus Issue Hostile takeover 

Inter-se transfer Where to list Underwriting 

Corporate Governance Prospectus BRLMs 

Registrars Road-shows Ad budget 

Sub-division Over the Counter exchange Due-Diligence 

Data room Objects of Issue Quantifying cost 

Issue Expenses Branding Means of Finance 

Industry comparison Rations Price band 

Methods of Valuation Litigation disclosures Risk Factors 

Bankers Depositories Underwriting 
Credit rating agency DRHP SEBI compliance 

IPO Grading E-IPO ASBA 
In-principal approval Listing committee ROC filing 

Post-IPO Trading management Market-making 
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