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Welcome. We will continue our discussion from the previous session and we will be talking

about Debt Fund a little bit then Funding for Innovations and Government Schemes.
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Convertibles

- Convertible debt - investment made as debt is subsequently
converted into equity, usually preferred equity, when the
investee company raises the next round of funding.

« The valuation is determined by the next round of investors.

. Depending on the risk perception, discount is allowed on
valuation during conversion to shares - roughly in the range
of 10% to 30%

So, continuing from previous session see debt normally is convertible because sometimes
convertible sometimes not if you see shark tank. In fact, my advice should be that you should
see some of the episodes in shark tank to understand funding new ventures. It is a real life live

session where negotiations are happening.

So, my advice is that one should really look at to get a real sense of the thing that is
happening. Now when some angel or say normally angels at some point of time. May say that
I would like to invest in debt in your company meaning that I want to give you a loan and you
have to pay me interest as well as the principle is to be refunded or maybe some time I may

think of converting the debt.

So, there has to be different, different variables that has to be defined at the beginning that

have to be defined at the beginning, something like when it will be converted at what rate the



money will be converted into equity. So, all these points and what should be the interest rate

and if I do not convert then when you should return the money in full with interest etcetera.

Now, if it is convertible debt so you know that debt this money suppose you get 1 million
dollar or say 10 lakh rupees or so whatever, suppose 10 lakh rupees. Now these 10 lakh
rupees will be converted into equity now today your business is not doing so well. So, after
saved 2 years your business may do wonderfully well and you may actually raise more money

at a very high valuation.

Now, this person this angel who is offering you debt that angel will like to have a deal at a
very low valuation because in that case they are going to reap the riches. So, you may very
they may very well say that your 10 rupees share has to be allotted to me at 50 rupees, now
suppose you think that your share will be valued at 500 rupees. So, why to sign on an on the

dotted line where it says that you have to allot share at 50, 50 rupees only.

So, there may be a compromise between you and the angel and then you may say that let us
let us let it be the case that you also win I also win. So, I am going to offer you equity at a
discount of say 20 percent to at whatever rate | offer equity to another angel or VC. Suppose,
2 years down the line I approach to another angel and then that angel wants to invest in my

company at 500 rupees a share, [ am going to offer you the same share at a discount.
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Example

+ Anangel (Angel 1) agrees to invest X 6 million in a startup (say ABC) as
convertible debt and negotiates a 20% discount.

+ The meaning of the above is that the debt will be converted into equity
at some future date at a price that is less than 20% of the price at which
the company will issue shares to another investor(s).

+ Suppose, during the next round of financing a VC (say VC 1) values ABC
at X100 per share (par value or face value of Rs. 10).

+ Adiscount of 20% is allowed to ‘Angel 1’ on the price of X100 per
share. i.e. the ‘Angel 1’ will be able to covert X 6 million into equity
shares at a valuation of X 80 per share.

« So 'Angel 1" will receive ¥6M/%80 = 75,000 shares of the
company.

So, these are the conditions that are written in debt suppose an angel agrees to invest 6
million rupees in a startup, as convertible debt and negotiate a 20 percent discount. Now
suppose at some point of time you allocate share at 100 rupees per share to another say VC or
another angel. So now, your earlier angel; angel number 1 has the right to convert their
investment in the form of debt into equity not at 100 rupees, but at 20 percent discount; that

means, at 80 rupees per share.
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[
Convertible Debt

Advantages and Disadvantages of Investee Company

Advantages Disadvantages
+ Funding does not dilute equity. + May have to pay interest on debt
and stress cash flow.

+ Can avoid estimating pre-mone
= 4 + May lead to higher dilution for the

shazis same amount of fund if it fails to
+ Chances of lower dilution after value meet performance milestones.

accretion. + Higher discount rate may lead to
« Canavoid bias of earlier valuation higher dilution.

when approaching to subsequent + If there is ‘cap’ on premoney

investors. Avoid down round. valuation, the investee compag

+ Less processing and quick disbursal. may not avold dilution,

+ No voting right
+ Investor may opt not to convert

So, whatever money they have given now divide that by 80 they get the number of shares in
this case it is 70000 shares. What are the advantages and disadvantages for such a deal, see
advantages for company investing companies that funding does not dilute equity at the
beginning itself you do not dilute. You can avoid estimating premoney valuation these are a
very, very tidings tiding point and a point of dispute between you and the investors that you

think that valuation should be high they think valuation should be low.

But if they give you debt then there is no question of doing all of that you just get the money
you promise to pay interest and then maybe 2 years after 2 years. Then you think of
converting that time you are going to bargain with another investor and whatever the rate just
at a discount you are going to offer that. So, you avoid all those chances of lower dilution

after value accretion.



Because if you if you accept equity now the dilution will be very high later date dilution will
be less can avoid bias of earlier valuation when approaching to a subsequent investor. Like
suppose you value your company at a low value then approach to another investor he will

think he or she will think that your valuations are so low.

So, I am not going to a value at a very high price because that becomes a guiding principle or
some base to start with. Less processing and quick disbursal, because for debt hardly any due
diligence investor may opt not to even convert. If they do not convert and if your cash flow is
good if you see that you can repay that loan without much problem go ahead and get the get it

get the loan.

Disadvantage you may have to pay interest you have to pay interest out of what out of cash
flow. So, if your cash flow is not good; obviously, you are not going to be able to do it nice
may lead to higher dilution for the same amount of fund if it fails to meet the performance

milestone suppose you do not grow so well.

So, eventually your dilation will be high higher discount rate may lead to higher dilution.
Something like they say that my discount rate should be 50 percent meaning that if you are
offering shares at 100 rupees to somebody else I shall buy that share at 50 rupees because I

will have 50 percent discount.

So, discount rate is very important if there is a cap on premoney valuation the investee
company may not avoid dilution cap means say pre money value the debt founder.
Whosoever fund the debt they may say that your pre money valuation can never exceed 1

crore rupcees.

So, that also kinds of lead to dilution no voting right meaning this is a this is actually an
advantage. So, this should be written this side meaning that the angel will have no voting

right so you will have the full voting right.
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Convertible Debt with Cap

In case of very high valuation by a subsequent investor, the conversion of debt
into equity may be at a high price (even after discount), leading to smaller
holding by the original investors than anticipated, who actually contributed to
the growth of the business.

Therefore, a maximum value may be fixed at which the debt will be converted.

+ Inthe example above, suppose the ‘Angel 1’ originally puts a cap of 250 per
share for conversion of debt to equity. This means, the company has to
convert debt of ‘Angel 1’ into equity at price
below or equal to T50 though shares are being offered to the 'VC 1" at 2100 2
piece.

+ Suppose, 'VC 1’ is being offered equity shares at %40, ‘Angel 1’ will recei
the same share at 20% discount, i.e. @%32.

You have the entire control on that convertible debt with cap suppose they may say that I will
convert my money into equity. But not above say 40 rupees a share they may also have this

condition so read the rest of the text to understand it further.
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Supports from the Government through Various Schemes

Support from government through various schemes there are many schemes. Now with this
startup India initiatives there are facilities galore for startup there is every reason for anybody
to start a startup, startup India. And how startup is defined as per rules of a startup India an

entity is defined as a startup.
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L .
Startup in India

An entity is defined as a startup if its headquarter is in India, less
than 10 years old, and an annual turnover of less than %100 crore
(US$14 million.

The government has launched the I-MADE program under this
initiative to help Indian entrepreneurs build 10 lakh (1 million)
mobile app start-ups, and

The MUDRA Bank's scheme (Pradhan Mantri Mudra Yojana aiming
to provide micro-finance, low-interest rate loans to entrepreneur,
Initial capital of 20,000 crore has been allocated for this sche

If its headquarter is in India less than 10 years old and an annual turnover of less than 100
crore in the last 10 years or 10 years of existence. Suppose a company exists for 3 years in
none of the year their turnover should be more than 100 crore any year your turnover is more

than 100 crore you are not a startup.

The government has launched the I made program under this initiative to help Indian
entrepreneurs build 10 lakh mobile app startup and the MUDRA banks scheme also under

this with an initial capital of 20000 crore rupees.



(Refer Slide Time: 08:14)

Definition of Startup for Availing Government Schemes

An entity shall be considered as a Startup:

+ Up to a period of ten years from the date of incorporation/ registration.
Splitting up or reconstructed entities from existing ones are not eligible.

+ Recognition is done by the Department for Promotion of Industry and
Internal Trade.

+ Turnover of the entity for any of the financial years since
incorporation/ registration should not exceed Rs. 100 crore.

« Entity is working towards innovation, development or improvement
products or processes or services, or if it is a scalable business mod
with a high potential of employment generation or wealth creatig

It is huge initiative definition of startup for availing government scheme same thing, but there

are some more terms this 1000 100 crore 10 years of existence.

Then only then it is recognized by government of India for promotion as startup and then
there are some other conditions like it should be innovation driven and then it should develop
some products. It should like alleviate some pain that the society is suffering from it should

generate sufficient employment etcetera.
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Government Supports for Prototyping

1. Department of Scientific & Industrial Research www.dsir.gov.in

+ Promoting Innovations in Individuals, Start-ups and MSMEs
(PRISM): X 2 lakh, % 20 lakh and % 50 lakh of grants in phases.

+ Patent Acquisition and Collaborative Research and Technology
Development (PACE)

2. TIFAC and SIDBI - https://tifac.org.in/

SRIJAN scheme: Low-cost fund up to Rs. 10 million (1.00 crore) is
provided by TIFAC through SIDBI. A rolling fund of Rs. 30 crore has
been created by TIFAC that is dispensed and monitored by SIDBI.

3. Ministry of Small & Medium Enterprises (MSME)
https://msme.gov.in/

Now I have mentioned on several occasion that there is an organization called DSIRA sister
concern of DST DSIR means Department of Scientific and Industrial Research. Primarily
main for corporate world normally they give grant for industrial research. But for individuals
this is the most attractive scheme being an individual even a student can apply for 2 lakh
rupees of grant that is the phase zone of the scheme for developing an idea into a prototype

filing a pattern etcetera.

Then there is another scheme called patent acquisition and collaborative research and
technology development scheme. Under this scheme you can actually buy a patent or you can
copy somebody’s parented technology maybe in some of the country whereas, that patent is

not protected in India.



Now you can copy the technology build a prototype and then either you can take a license
from that guy or you see that it is not protected in India. If you copy that you are not violating
his right his or her right it is not an infringement, because it is not protected here ok. Then
there is some say organization called TIFAC and SIDBI they have a scheme called SRIJAN,
SRIJAN scheme is a low very low cost fund up to 1 crore rupees. It is provided by TIFAC
through SIDBI it is a rolling fund they give 30 crore rupees every time the fund is exhausted

another 30 crore then there is ministry of small medium and micros enterprise.
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L —
PRISM

Phase - |

+ Category-I: Proof of Concept/ Prototypes/ Models
+ For prototyping ideas and testing hypothesis
+ Any Indian national including students can apply.
+ Maximum support %2.00 lakh (subject to 90% of the total requirement)
« Form: Grant (no repayment obligation)

So, they are they also have several schemes you can visit their websites given here etcetera.
So, let us talk about prism by DSIR Department of Scientific and Industrial Research the first
phase category one is titled as proof of concept they give money for proof of concept

prototyping, model building etcetera.



For prototyping idea and testing the hypothesis you have a hypothesis you want to build that
and then test it. Support is 2 lakh up to 90 percent of your total requirement of fund will be
given as grant, no obligation for repayment hardly any documentation you have to just submit

and utilization certificate give a presentation that I have used the money in this format.
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PRISM
Phase - |

+ Category-lI: Fabrication of working model/process know-how/
testing and trial/patenting/technology transfer etc. (Innovation
Incubation)

« For fabrication, refinement and validation of prototypes.
+ Any Indian national can apply.
+ Maximum support 20.00 lakh (subject to 90% of the total requireg

+ Form: Grant (no repayment obligation).

Now phase one again category two is for 20 lakh rupees this is for fabrication of a working
model. Then you process the knowhow test it get it validated by people patent it you can even
transfer the technology using this 20 lakh rupees of money, this is also subject to 90 percent
of the total requirement of money. If you need only 10 lakh then you should apply for 9 lakh
and they will give you 9 lakh there is no repayment obligation.
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B 44
PRISM

Phase - Il

+ Enterprise Incubation

« The support is for scaling up technology based innovations,
patenting/design registration/trademark registry/ technology transfer to
develop a marketable product/process towards enterprise creation.

« Successful PRISM innovators or those who have received assistance from
any other government scheme and demonstrated success. '

+ Maximum support £50.00 lakh (subject to 50% of the total project co;
« Form: Grant (no repayment obligation).

They are not going to ask the money to be return phase two of prism; this is the enterprise

incubation fund they give 50 lakh rupees this support is for a scaling of the technology.

So, you continue to support the patent with this money maybe you can file a pct patent
cooperation treaty in Geneva with WIPO, World Intellectual Property Organization I will talk
about that later not in this session. Then you can register trademark you transfer technology or
may be develop market for your product process towards enterprise creation like register a

company and then put up minimum infrastructure for manufacturing etcetera, etcetera.

But then this 50 lakh is only up to 50 percent of your requirement suppose you need 80 lakh
rupees for doing all of that under this scheme you get 40 lakh rupees 50 percent of the total
requirement. But the most attractive part is that there is no repayment obligation you do not

have to refund this money. So, you get 50 percent of the required money if you can if you



think of starting a 1 crore rupees company, 50 percent of the money comes from the

government free you do not have to return.
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PACE - Patent Acquisition and Collaborative Research and
Technology Development - DSIR

+ The scheme supports development and /or adoption of new
technologies or creative/innovative application to solve unmet
needs of industry.

« For projects in collaboration with R&D organization/ academic
institution/ university, support is up to 100% of the project cost.

£
« For projects of industry alone, support is up to 50% of the project m‘:
cost in the form of secured loan.

5010

———  HPTEL

You have to arrange another 50 lakh from some other source, patent acquisition and
collaborative research and technology development by DSIR. Here also the grant is up to 50
percent and 50 lakh rupees if it is some institution some institution which is funded by
government likes IITS IIMS or other universities, government funded universities 100 percent

of the money will be given under this scheme after 50 lakh rupees.
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A TIFAC-SIDBI Revolving Fund

FLOW OF FUNDS

SRIAN by
TIFAC & SIDBI

From In- House R& D

' Technology Inflow

Fund | Product

Rivolving Fllnd I'“'W — Market

Rtpa\mﬂll s F“'d
Technology Inflow

R&D labs/
Institutes Technology
providers

Caplaring Aspiratioas

I talked about SRIJAN they give 1 crore rupees at a very low interest, interest is hardly 5

percent go up to 5 percent there is a moratorium period or suggest station period. During

which you do not have to pay the principle you have to pay only the interest part and the

money comes easily provided you have an innovative project meaning it is not some copycat

from somewhere.
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N 4
SRUAN

. Loan assistance is not more than Rs. 10 million for each project.
- This is development loan on soft terms & conditions.
. The interest rate is not more than 5% per annum (simple).

+ The repayment shall commence within one year after the project
completion and shall be fully repaid in five years.

+ The duration of the project should not normally exceed 18 months.

+ The soft loan is limited to maximum 80% of the estimated
project cost and the promoter has to contribute minimum 20%,

And look at them the interest rate is hardly 5 percent and the soft loan is limited up to 80
percent of the estimated project cost. So, you have to bring only 20 percent and they will give

you 80 percent of the money at 5 percent interest rate.
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Salient Features of 7777 (SRIJAN)

»Development Loan on flexible terms & conditions

» Assistance up to ~ 80% of total project cost with minimum ~ 20%
contribution from promoter

#L.oan assistance normally not more than *100 lakhs for each project
#Rate of Interest not more than 5% p.a.

»Repayment in easy installments spacing over 5 years from date of =y
completion of project 9

#Security through personal guarantee, hypothecation of assets created
/ to be created under the project, collaterals, CGTMSE guarantee i

So, you have every reason to start a business because this money is available for any kind of

business enterprise. It is not necessary that it has to be this or that and this is just a screenshot

taken from there, so nothing is misleading.
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Funds for Prototyping

Besides the schemes of DSIR and TIFAC, several startup funds
launched by the Government of India and is administered through
the Ministry of Small & Medium Enterprises (MSME).

MSME has many funding schemes to support startups
(http://msme.gov.in/ ).

Then all these are actually funds for prototyping even MSME has schemes you should see

their website.
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+ Atal Incubation Centers (AIC)
+ Atal Innovation Mission (AIM)

+ AIM will provide a grant-in-aid of INR 10 Cr to each AIC for a
maximum of five years to cover the capital and operational
expenditures to establish the AIC.

- The applicant would have to provide at least 10,000 sq.m.
space

+ https://aim.gov.in/atal-incubation-centres.php

Then there are other schemes like Atal incubation centers, no government of India is giving
money to colleges and universities to set up incubation cells. The title of the scheme is Atal
incubation center, Atal innovation mission then AIM Atal innovation mission will provide a

grant, grant in aid of 10 crore rupees for setting up Atal incubation centers.

And this money will be given for 5 years to cover capital and operational expenditure, the
applicant has to provide 10000 a square meter of space. If they can provide 10000 square
meter of space they get 10 crore rupees that money they can use for regular maintenance as

well as for SEED capital etcetera.
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B 49—
SBIRI of Biotechnology Industry Research Assistance Council

« SBIRI: The following structure of funding will be available to industry
depending on the project cost and own resources brought in by the promoter
to the project.

- Ifthe actual project cost is up to Rs. 25 lakhs, 80% of the project cost will be
available as a government grant.

- Ifthe actual project cost is between Rs. 25 lakhs and Rs. 100 lakhs, 50% of
the project cost will be available as government grant subject to a minimu
of Rs. 20 lakhs and maximum of %50 lakhs.

+ Higher grant is available for collaborative research project.

There is no reason why people should not do that money is there then this department of
biotechnology DBT has a wonderful scheme. If anybody has a has some idea in the
biotechnology domain they should avail this benefit.

See if the actual project cost is 25 lakh 80 percent of the project cost will be given as a grant
80 percent no return. If the actual project cost is say more than 25 lakh up to 1 crore rupees,
50 percent of the project cost will be available as government grant subject to a minimum of

20 lakh maximum of 50 lakh higher grant is available for collaborative research project.
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Biotechnology Industry Research Assistance Council (BIRAC)

+ SEED - Sustainable Entrepreneurship and Enterprise Development
Fund to incubators

. ACE - Accelerating Entrepreneurs’ Fund [Fund of Funds]
- NABARD - fund for incubation agro-based startups.

There are other schemes like from BIRAC there is a scheme called SEED Sustainable

Entrepreneurship and Enterprise Development Fund to Incubators.

Then there is Accelerating Entrepreneurs Fund, fund of fund they give fund that funds venture
capitalists they fund a startup NABARD also have fund for incubation of agro based startups.
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More Government Schemes

- Hardly 5% of MSMEs have access to formal credit. There is almost no
possibility of getting credit at idea or early stage of startup.

+ Indian government has recently rolled out initiatives to offer business
loans for startups and MSMEs through authorized channels.

+ One of the important ones was the recently-launched 59-minute loan
platform enabling online easy access to credit for MSMEs.

+ Furthermore, the Small Industries Development Bank of India (SIDBI)
has started lending to companies directly bypassing banks.

+ The interest rate on these loans is at least 300 basis
points lower than the usual rates.

More government scheme hardly 5 percent of MSMEs have access to formal credit like any
MSME will approach to bank they will most likely say that this these businesses are not

viable and they need so much of security etcetera, etcetera money may not be available.

So, government of India came up with various schemes one scheme is the 59 minutes loan
scheme. It is a platform where you get a kind of a consent for funding in 59 seconds 59
minutes. Then you submit your proposals and within 9 to 10 days your proposal will be
sanctioned something like that. SIDBI the small industry development bank of India has
started lending to companies directly bypassing bank. The interest rate on these loans is at
least 300 basis points lower than the usual rate 300 basis points makes 3 percent, 3 percent

less than traditional commercial loan.
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. The initiative aims to automate various processes to loan
appraisal in such a way that one gets an eligibility letter, in-
principle approval in less than 60 minutes and chooses the bank
that one may prefer to ease access to credit to smaller and micro
enterprises.

« You update your credential online, choose the bank you prefer,
and receive an in principle approval in 59 minutes.

- Actual sanction is expected within 7 to 8 days. Interest rate starts
at 8%.

« Credit Guarantee Fund Trust for Micro and Small Enterprise
(CGTMSE): Loans up to X 1 crore is covered.

The initiative aims to automate various processes to loan appraisal meaning that initial period
for processing a loan application should come down. And it should be done with less than 30
seconds the less than 60 minutes means 1 hour you update your credential online after this 59

minutes, choose a bank you prefer and then receive in principle approval in 59 minutes.

But actual sanction will come within 7 to 8 days interest rate starts at 8 percent as low as 8
percent which is even lower than housing loan. Now a bank will now will not reject your
proposal because of security because the Credit Guarantee Fund Trust for Micro and Small
Enterprises, guarantees loan after 1 crore rupees per borrower. If a borrower takes loan of 1
crore rupees bank has nothing to lose because this loan is guaranteed by credit guarantee fund

trust.



So, or CGCRI Credit Guarantee and Insurance Corporation or something like CGCRI no
perhaps it has become CGTMSE; that means, Credit Guarantee Fund Trust for Micro and

Small Enterprises.
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A number of other government startup loans and schemes for entrepreneurs in India
have been introduced in the past few years. Here is a list of some of the most popular and
notable government schemes that offer business loans for startups And MSMEs in India.

+ New Gen IEDC (innovation and . IMSME Business Loans For
Entrepreneurship Development Centre) Startups In 59 Minutes
scheme.

+ Pradhan Mantri Mudra Yojana
- Bank Credit Facilitation Scheme  (PMMY)

. Credit Guarantee Scheme (CGS) - SIDBI Make in India Soft Loag

. Credit Linked Capital Subsidy ~Fund for MSMES (SMILE)
for Technology Upgrades + Standup India

« Coir Udyami Yojana + Sustainable Finance Sc

So, bank has every reason to actually extend money a number of other government startup
loans are there that promote startups. Here is a list of some of the most popular and notable
government scheme that offer business loans for startups and MSMEs in India like New Gen

innovation and entrepreneurship development center scheme.

Then Bank Credit Facilitation Scheme, Credit Guarantee Scheme then Credit Linked Capital
Subsidy for Technology Upgrades Coir Udyami Yojana. MSME business loan for 59 minutes
that I have mentioned Pradhan Mantri Mudra Yojana we have mentioned SIDBI Makes
Making India Soft Loan Fund for MSME called SMILE, Stand Up India. Then sustainable



finance schemes all these schemes can be Googled and you find all the details if somebody is
interested in understanding details of it discussing all the details will take hours and there is

no point memorizing all of that.
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SIDBI Make in India Soft Loan Fund for MSMEs (SMILE)

Small Industries Development Bank of India (SIDBI)

- New enterprises in manufacturing as well as the services sector
can apply.

+ Support 20 lakh or 10% of the project cost.

So, we are not actually going into that SIDBI making India soft loan fund or MSMEs, see
small industries development bank of India or SIDBI. They offer new enterprises in
manufacturing as well as service sector a support of 20 lakh or 10 percent of the project cost
meaning that is that works as a margin money. So, if you cannot bring money from your own
source you can get 20 lakh rupees or 10 percent of the project cost and apply through other

schemes for the rest of the money.
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. Comprehensive List Of Venture Capital Funds Managed By SIDBI
That Have Catalysed More Than 500 MSMEs And Startups.

- SIDBI funds many venture capital funds.
+ Maharashtra State Social Venture Fund (M$ Fund)
+ Investment Size: Not more than $3.9 Mn (INR 25 Cr) per investee company.

+ West Bengal MSME VC Fund (WB Fund)
+ Investment Size: Not more than $1.4 Mn (INR 9 Cr)

- India Opportunities Fund

L <.5ro-wth Fund| See here for detals |
+ Samridhi Fund | httos:/jwww.sidbiventure.co.n/ |

]

So, this is for your personal contribution comprehensive list of venture capital fund managed
by SIDBI that have catalyzed more than 500 MSME and startups. SIDBI funds many venture
capital fund like say Maharashtra state social venture fund investment size is 3.9 million or 25

crore rupees per unit per investee company.

Then there is in every state almost every state they have one VC firm that SIDBI is funding
for on lending to startups. Even in West Bengal there is MSME VC fund like WB fund where
investment size is something like 1.4 million or 9 crore rupees per unit then there is India

Opportunity Fund, MSME Growth Fund, Samridhi Fund.
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- Fund of Funds for Startups

- In April 2017, the Union Cabinet, chaired by PM Narendra Modi,
approved the establishment $1.4 Bn (INR 10, 000 Cr) corpus for a
‘Fund of Funds for Startups (FFS) proposed by the government in
June 2016.

+ ASPIRE Fund
- India Aspiration Fund
+ SIDBI Make in India Loan For Enterprises (SMILE) Fund

- SAARC Development Fund
See here for details
https:/iwww_sidbiventure.co.in/

In the next slide there is a list of or that is in the next two slides fund of funds startup in April
2017, the union cabinet chaired by our very own Prime Minister Narendra Modi approved the
establishment of 1.5 billion dollar corpus that is 10000 crore rupees corpus for a fund of
funds for startup.

This proposed fund will find VCs or organization like that; who will fund a startup there is
another fund called ASPIRE fund. India Aspiration Fund SIDBI make in India loan for
enterprises SMILE, I mentioned earlier. Then there is another called SAARC Development
Fund, which is kind of funding for startup in SAARC countries you can get the details that
SIDBI ventures dot co dot in.
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REACHING SIDBI FUNDS

Here is the list of venture capital fund in different states like say Maharashtra then there is
there is West Bengal fund, Tex Fund I believe is in some particulars Samridhi fund India

opportunity.



(Refer Slide Time: 22:40)

Tax exemption under section 80 IAC

- The recognized startups are eligible to receive Income Tax
exemption.

- They enjoy tax holiday for 3 consecutive financial years out of its
first ten years of operation since incorporation.

+ Eligibility Criteria (801AC)
- The entity should be a recognized Startup.

- Only Private limited companies and Limited Liability Partnership
are eligible for Tax exemption under Section 801AC

- The Startup should have been incorporated after
1st April, 2016

Then different places there are different venture capital funds, now for startup there is also
other than funding. They are also tax exempted like if your startup is recognized as a startup

by ministry of by say ministry of small and medium small and micro industries.

Then you will be eligible for tax exemption, you will be eligible for exemption of income tax
for 3 years in the 10 years of existence of your preference you can prefer whichever year you

make more profit you can prefer to avail the tax exemption in that particular year.

This is under section 80 IAC, the entity should be a recognized startup that is; obviously, the
condition. And only private limited company and limited life limited liability partnership
companies are eligible for this exemption. If you are say partnership or say proprietorship you

will not get benefit of this income tax exemption and then there is another condition is not on



retrospective basis. So, a company which has been registered on the first of April 2016 or

later will be eligible for this fund.
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Some Does and Donts

+ Do not keep information from investors - both positive and
negative.

] l‘JI like to send out a monthly update to our entire investor base with most of our metrics, regardless of
whether they're good or bad, to further nurture this trust with our partners.” - Gluseppe Stuto

+ It Maximizes the Probability of Getting the Right Help at the Right Time
+ It prepares you to accept failure and move on.
+ It helps the investors to come to your rescue at times of distress.

Some does and do not do not keep information from investor both positive as well as
negative. If you think that you have some negatives and if investors come to know about it
then investors will become scared and then they might very well demand the money back or

they might drive you away from the company.

You should not think that way you should always keep them informed about the challenges
that you are facing because they are smarter people they are people who are well-connected

suppose you have a challenge you divulge that to your investor.



The investors are going to give you the strategy or connect with connect you with another
company and together with that company you can actually solve the problem. Suppose you
have a marketing problem you are not able to acquire new customers your growth of customer
is going down. So, they will they will just give you some strategy by which you can modify
your product or you can have a better strategy to connect with customers maybe some

advertisement maybe even they come up with new money.

So, that you can cope up with this new situation that is why you should always remain
connected with your investors and should not suppress information. If you suppress
information chances are almost 100 percent that they will come to know about it. But the fact
is that they will come to know about it at a time when even they will have very little
opportunity very little leverage to do something that will help you tide over the situation, look
at what Stuto has said I just copied from somewhere I am not very, very much aware about

the person.

He says I like to send out a monthly update to our entire investor base with most of our
metrics like ups and downs regardless of whether they are good or bad. To further nurture this
trust with our partners your partner should know they should know clearly what is going up
and what is going down only then they will think that you are a person with complete

transparency.

So, they will always remain miss they will always trust you they will never mistrust you, it
maximizes the probability of getting the right help at the right time whenever you need help

will come and if you have a positive news that will give them the comfort.

And you should not suppress that information as well they can plan when to exit or they can
plan your better growth potential. So, moving forward you can grow better it prepares you to
accept failure and move on. Like once you share your challenges or some happenings that has
kind of jeopardize some of your plan you share with somebody particularly your investor you

are relieved of the pressure to a great extent.



And now there will be support coming on the way and you can actually move ahead with

more strength. It helps the investors to come to you rescue at times of distress so it helps both

you as well as the investors.
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Financing New Ventures: An Entrepreneur’s Guide to Business Angel Investment by Andrew Zacharakis, 2013

Harvard Business Review Entrepreneur's Handbook (HBR Handbooks) Paperback - 23 Mar 2018

https:/fencycolorpedia.com/

https:/funsplash.com/s/photos/background for images

https:/iwww.youtube.com/watchtime _continue=2318v=SB16xqtFmecodfeature=emb logo
https://slidebean.com/templates/investor-deck-template
https://guykawasaki.com/the-only-10-slides-you-need-in-your-pitch/
https://slidebean.com/templates/investor-deck-template
Various Wikipedia pages

There are good references particularly the book that I have mentioned at number one that is
financing new ventures. And entrepreneurs guide to business angels investment by Andrew
Zacharakis this is a wonderful book I have primarily referred to this book. And anybody any
entrepreneurs for any entrepreneurs this should remain as a handbook for them to follow and

structure all the deals based on this wonderfully written very lucidly explained everything.

Then there is another book by Harvard business review that is entrepreneurs handbook I refer
to this book many a times and I have also given this reference at many a times. So, this

particular two books were used extensively I have taken some slides from slide bean for



presentation templates Guykawasaki website etcetera. And most of the most of the icons I

have been taken from Flaticons I forgot to mention it here Flaticons dot com.

(Refer Slide Time: 28:48)

* Create empathy with the investors, understand

their risks and aspirations.

* Try eliminating questionable statements.

Create empathy with the investor understand their risk and aspiration only then you can match
their requirement and it will be all positive from both sides. If you think that your business is
more valuable and you do not have any risk then you are not thinking from the investors point

of view.

If you are thinking from investors point of view will be absolute transparent and you
appreciate their challenges and both parties will be on the same page. That will lead to a
trustable sustainable relationship try eliminating questionable statement have all the

questionable statements for your own satisfaction for your old own troubleshooting.



Thank you very much.



