Gaovernment of | limachal Pradesh
Department of Industries(Section-B

e O

Mo, F. N, Ind-11{F112-2/2015-V Dated:Shimla-2, the 20,.10.2020.
Notification

The Gowernor af Himachal pradesh is pleased to notily draft
guidelines for cetting up and Managing Venture fund in the State ta
facilitate cped funding and providing necessary assistance under “Him
Slartup Yojana’{HIMSLP) Ta enable the yauth, existing and potential
enrreprenenrs to starl their own enterprises as per Arinexure-A.

' By Order

Ram Subhag Singh
addl. Chief Secretary(Inds.) to the
Government of Himachal Pradesh,

Erdsk,-As above. Nated:Shim!-02, the : Octoper, 2020.
Copy forwarded to:- : :

1. The Chief Secretary. Government of Himachal pradesh, Shimla-02.

7 The Secretary to the Governor, H.P. Shimla-02.

3.The Pr. Private Secretary to the Chief Minister, H.P. Shimla-02.

1. The 5r. Pvt Secy. Lo “ha Hon'bie Industries Minister, Shimla-02

5 The Add. Chief secretary(Fin/Planning) to the Govt. of H.P., Shimia.
&.The Princinal Sacretarv(E&T) to the Covernmeant of H.P., Shimla-02.
7 Al Admiristrative socretaries, Govt. of H.P., Shimla-02. :

it The Director of industries, Himachal Pradesh , Shimla-01.

g _ail Head of Departmants, Hirmachal Pradesn.

10,40 Divisional Commissianers, Himachal Pradesh.

1141l Deputy Commissioners, Himachal Pradesh.

=]

: {HeEmra] Bairwal
Special secretaryl(inds.} Lo the
Gowt. of Hirmachal Pradesh.
Phone No. 26248085



Annexure-A

aind Managing Sced Fund in the Stafe under Him Sl.i-lﬂ'.llﬂ

Guidelines for Settin
Yojana '

As per the objective af “Chicl Minster’s startup Innovation projecisi e Inilustries
Sopeme” 1o facilitate seed funding. the Stale Govl wiiold be providing noecssaly
qesiatance umder “Him .‘-1'.:1':1:9 Yojuna” (FINMSUTY L enahle the voulh, cxisting &
polential entrenrencurs 1o start theis o enternrises, A Ventars IFand/ Secd Turd of Bs 140
Clen) Crave has been created 1o fund the Incubatee/Startups.

Treporiant Diefinitiomns

o ipcubatew(s)” means slat-ups registered with the Incubator.

. Hipeubalor? medns 117 Mandi Catalyst or any ather Incubation Centre empanellad
with the ~Startup 1limachal” initlalive of 1he HP Ciovl.

o Seheme” menns Chief Minister's startupInnovation projects™New Industrics

mchere

4 “Seel Fuod” means the fund crcated to lund the Incubatcels) pnder the Chief
Blinister's startupy nnovation projectsMew [mlusiries Scheme” (o facilitate seed
fumaling under the “Him Starlug Yojuna™ (HIMSUE) ef the HP Govl.

& Riate  Govt T or “HP Ciovl” mueansd fhe Stule Clovernnient ol 1he Himachul
Fradesh,

£, “Starl-up” means o Proprictarship’ Partnership Firm/ Privae limited Compaoy
registered umder the Companiss Act 20173 or under the ersiwhile {ompanics A
1056 and Tecosnized as the Samup 0y the Deparunent Tor Promotion of Incusiy

and nternal Trace.

1. Eligibility for Incubatee! Slact-up

“a the Serd Tund con be piven as a support o e Incubaiee Slurtaps working i
~ yaripug ineabalicn centers approved ander “Chied WMinister's stariup/innovation
projects™Mew Indusines Sreheme” and alse o those starups registered with DFIT
and are in productionfoperation in the stals of HP.
B Rtaring shoudd be ot frdicn company registered whder The { pmpunics Aot
2013, regisrered i HI and hioee atieast 51% sharehalding by Donalide Himachalh

aremmiters al the tme of decizion by the sead supporl comnies.



e Starmp should be I'-E'f_?:iE-IEI'EL:l i BP ar has i1 head office in Himaghal Pradesh
or bas epetalion in 1 Limechal Pradesh.

4 Ineunateestariup should be Raving inimum three moaths of incubslion in
any Incubaticn Conire cmpanzlled with - Govl of Himachal. However, the
secd support commilise may docide on this issue whether Incubation “is

reguined ar ol
3. Fund Management and Quantum

a The Seed Fumd would be disbursed to the Incubator{s)as a prant-in-aid ir
advance anches af alieast Rs. 2 (Two) Crore pach year fur a per ind of 3 years.
A ingubator can reques! mere Funds hefore ome year in case there 5 @t Strong
pipel ine ol starlups with the requirsment at seed funding

. ‘The Incubater will open a separals bank aceount [or the purbose ol this
suheme.

€. [he Ineuhater will provide an anmual uiilization certilicate staiing the funds
dishursed and unutilized during a fnancial year. The uniilized amount of grant
n a yeur will be refunded by the incubator. The stale government My devide to

adjust the wutilized grant rowards [he grant release in the poxt oar.

7. Dishursement aod munagement of Grant-in Aid as Seed Fund:

4 The finul approval for areviding seed support 1o the startups/ineuhate shall
be granted by the glapewered commatioe on the recommendation of Secd Sappuort
Managemenl Committes of the Incubator (the “Comm feec™y. The lmpowered
Cammiltee shall be headed by Additional Chicl” Secretary Indusiries having

fallowing Members:=

U, Secrctary L) - Memboer -
3Py, Sacretary ql-.n.,.11nn:¢—] Fucatinm E . Moo
3, ‘apr.c':{.f Additional {Joint Secetary (Finaner) - Sember
4 Spevial) Additivnal [Joint Secretary (Industries) - Member
2 birector of Industries - Membor Secrctary
-5 Chaiman, Seed Suaport Selection li ommatiee - SMember

7.Any other member as Co-opiz ed by Comunittee depending upon nalars ol
SLAFLLLDS OT ANy -.11} er expertise for the proposal. :



. The Seed Fund may be given to the [meubateeStarlap against equity  of

convertinle notes o the Incubater, or as a soft loan or any other mode, based on

rocomenandaiion by the Commitiee,

c A transparenl and proper  pEOCESR o selection, monitoring and

dighursement mechanism should be pat in place by the Commites of [he

[nevhator as defined as clause 3 ol these puidelines.

. The Scwt Supporl would be disbur sed to the selectad Incubatoe/Sa0 l|[1'

based on the recommendation ol -1he Commitice. There should |:|- a ‘:Imptr

legally vetted agrecment hetween Incuhatee/Stamup and 1he Ingulator.

B The Seed Sypport would alse cater Lo carly slape linanging lar
commercializabion ol ideas, innavalion anel techreologies,

f. The upper limit of Seed Support ko o Srariup may be Rs 50 lakhs. A ter
the Seed Support is recommended woan IneubateeSlartap, the terms of
putecment with TecubatesSartap should be framed  the Incubaine linking
aropress  ileslones. monitaring  Qers. reasonahle  repayment, PeCOVEry
prOVIsion 1 case af loan and lerms of equity ligquidation i L';',h:. of eyuity holding
by the Incabalon. :

P o Maximum Tt ol equity sake 10 be taken by the incehator ag sl

the zoel I"Imi*n-* i 15

Broad Areas and items to be covered:-
The siartuns can use the Seed Fund for purposes listed below

a. .Uru.:ol}-pé.-']*mc]mt developrct,

by, Testing and wial ;

v, Urperations and Marketing

d, Mentering

e. Prolessional consellaney

I Conenltation related 1o Intellectual Pro .[:'E'TI‘_-.-' Rights
o Hiring of employecs by startups.
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h. Any other arca 2s desmed necessary dnd secommended by the Seed Supportl
Managerient Commites af 1T Mandi Calalys: or any other incubation cenlre

enypanelled under starlug: schemi in 1limachal Pradesh.

AMechanism of  Sclection, Dishursement, Governanee, and Seed Fund
Muanagemont

aThe Incubaio: would constite the Committes under 1he chairmanship ol the
Dhirector/l lead of fhe Host Ipstitution where ingubator 18 hused. Supgestive
composition of comumitles i & follows: '
i liead of Host lostitution ar bis rr;]fc5u||tﬁtix-:

it Director, Degartment of Imiustries or hisher represenlative,

it Nodal Otticer ¢f the HP CM Startun Scherme al the Ineubator

b One InvestorBanker™Y colure Capitalist

v Domuin oxpertis) {indusiry andior academia)® =

vi Finanial Expertiz),

Vi lneuharion Manaped CTC

Ak day aiher membe os Comppred Ay Ol depending wpaR HalilE af

SEGPIS OF cORp iRer cxperiise fiar the prropasil
I i ’ : /

b The [Noda! Qlicer of the Scheme at Ihe Inenbator would be responsible for
pomuinating  televant polentisl  starlups @ the Seed Support  Munazcment
Cammiltee. However, the final recommendalion shall by made by Supporl
hznagernent ol ge.

o e Inechator would take moasures Lo aphance the canabilitics and skill st il

the Cherational Team allneubator o manage the Seed Fund.

6. Selection of IncubatecrStartup for Sced Fund:

-~

=

1 The lneuhator would advertise nbout he availability of Seed Suppet i l=ading
newspaper andior through website(s) and would vall lor applicatons for
providing Seed Suppart. The Incunataris) would alse consider (e spplications
received by fhem from various incubatesis) slartup(s) working a8 in
tneubation centres of the S 2ndl those who have compleled their inennaLion.
The Ipeubatoris) will shortlist he applicants as per sligihility eriteria fixed by

e Seed Support Managemenl Committee. The final deeision lor providing



fund Lo the incubiteesiartup wauld be luken by the Lmpowerad Commirtes
alter such recommendations oy the Seed Support Managemcrt Committes.

7 T Incubaior would release 1he approved amount 0 suitable instalimuenls
and would execulc o legul agreement with the IneubateStariup belore the
release of 1Minsmllment. Subscguent dishursemen should -be linked Lo the
achievement of mileslones, The necessary terms and conditians should he
clearly apn:'l; inn the apreement. Terms regarding default in repayment apainst
Lo apd for exit in case of cguity miust be clearly defined in the agreement

3. The IncubateesStarlupy (Granteg) will indemnily, detend and hold harmless
the Thepariment ol Indusiries (Grantor) from oo aguinst, and in respeel W, any
o 2l e |osses, cxpenses, costs, ebligalieos, liahilitics and damages, including
imercsl, penaltics. alierney’'s lees and expenses ele, thal the Grantor may incar
s o rezult ol any negligent or willful uols ot nmissiong ol the Grantes.

7. Repayment of Seed Fund aiven as soft loun.

i cage of a loan, the loan sheuld be repaid by the horrower in 16 quarterly
installments  wilh  moratorium nerid ol ote year inirigliy, During the
morakrium period no nlerest will e charged and lor subsequent 4 years, the
interest would he charged @ 796 rom the borrower.

1 The Seed Suppert Managemenl Committee can Tl timelines ol
repayment of lean by critically examining he fagls on case 10 Case hasis having
jugtiliable rensons.

1. | The cases of delault must be reporieil by the borrower 10 {he Scied Suppirt
‘Management  Commiltes., Such delault vases musl also be repuorned o
Depariment of Industnies by the Seed Supperi Manapgement Committes
immediately,

4. Exit Poliey for Investment as couity.

| The startup will make -diligent pfforis to help the inecbator et the eguily

investment within a period ol 5 years.

2 The Seed Support Management Cammiliee can relax timelines ol exit in case of
cquity investmenl by critically examining the facis on vase lo £asc hasis having
justifiable reusoens.

5, The proceeds Lo an incubator after the exit from a stariup should be used by e
neubaios towards promoting the Entrepreneurship ceosystem i the state ol Himachal

Pracesh witer getting [he propesal approved vy the ermpowered commillee.



g, Management Fees for the Seed Support Fund
4 component of Maragement fee G 3.0%0 of the total sped suppont peing dishursed in
cach tranche shall be provided wo the Incubatit to cover eperalional expanscs that may

irclude:

. Cost of meeling of members of vestmenyscluction commitlee for screening ol
applicants. _

« Cost of maeling with mentors, angel investors, venture capiialist and exparis of
i:1-'_:|u.~'-l'. ies.

- Engaging cunsulling drmia) lor  seeking  guidence  on lopal/tax/Tubour
| /e pisirationewnershep BRI and for nepotiation and clarificarion related 1o
share helder agreement.

» Valuation fee 1:|: merchant bankervaluation r.'h:pn:'rl 1o determine the equily stake n
the Company. :

. Forconductiog sike visits Lo verily the BpEration of startuj,

s Payment ‘ol [ee 1o benrd chserver who 13 an exparl o0 the board of the stanup o

meriloring (he progress of stamup.
1iF Feedback and Review ol Aprecment

Ti ensure suitability ol this scheme 1o the siarups, the incubator may provide
wadbach, and Tequest @ review of any clause af this agreement @ the cod of firs

AT,
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