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Startup Landscape Environment in India
Startup India initiative launched on 15ᵗ Ahugust2015 by
PM Sheri NarendraModi to foster encourageentrepreneurship
and innovation by building supportiveecosystem forstartup

Startup India comprises 19 action plan targeting
funding support

simplification for startups
Partnership of industary with academics

Highlights of Startup India Policy
1 funds for startups FFS of 10,000crorewithSIDB

2 Startup India seed fund of E 2000crore
3 Credit Guarantee funds for Startups

Definition of Startup 4 Relaxed norms in Public procurement

5 Fasttrack Patent Examination1Registration

AsperDPIT An Entity shall be considered as startup 6 Self certification for environment alabour laws
7 setting up incubators

1 upto a period of 10years from date of incorporation 8 Startup centers a Technology Business Incubator

if registered as Put ix company or UP or partnership 9 Research Park
pain as per their respective acts 20 various Tax incentives us 80AC79 54EE54GB

2 Turnover for any financial year has not exceeded Exemptions Benefits forstartups
100 crore

1 Simple online process of registration
3 Entity is working towards innovation 24ᵗʰ 2 Government bears sotfees forpatentEtrademark

development or improvement of products or 3 Easy access to funds 10,000crorefundbygout
processes or services or 4 Tax holiday exemption for 3years.us 80IAC

if it is scalable business model with highpotential 5 Eligible to apply for govttenderwithout expercinie
of employment generation or wealth creation 6 New Research park to assist startup in RED

7 Simplified and lesstimetaking procedures

Provided entity formed by splitting up or reconstruction g Easyexit can wind upoperation within90daysofapplication
of existing business shall NOT be considerd startup

Exemption aviatable under Companies Act2013

startup company that has reached a 1 Startupsarenotmandatedtopreparecashflowstatements
valuation of 1 billion or more 2 Issue of sweat equity shares upto501ofpaidup
eg Paytm 040Tomato Rapido etc capital within 10years of incorporation

FYI 1 billion 100crore 3 Startup can offer ESOP to promoteranddirector
4 Startup can accept deposit from Public

Decacorn startup with valuation of 20billionormore 5 Annual return can besigned bydirectorinabsence ofCs
120.00crore 6 one boardmeetingperhalfcalendaryear90daysgapinbetween

7 Leiser penalty as per section 446B
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Registration steps for Startups AngelTax

I Incorporation of Business Entity AngelTaxistheincometax arrangedon thecapitalraised
As Private Ut Company or LLP or Partnership by unlisted companies through issueofsnares at a price
film higher than the fair market

This excess amount is treated as Incomefromothersources
I Register with Startup India and taxed under section56 2 Viib
Register as startup through startup Indiawebsite

AngelTaxExemption
II Get Recognition from DPMT Afterbeing recognised by DPIIT a startupmayapply for
After registering on startup India apply for exemption from AngelTax under section 56 bymeeting
PIIT Recognition Department for Promotion ofIndustary certain conditions

and InternalTeradel through DPIIT app or website

1 DPIIT recognition is mandatory

II Application for Recognition Startupmust berecognised byDPIIT
Feed fill the necessary details in recognition form

Entity details full office address director parene 2 Capital limitof I 25Crore
details startup activities Total paidup share capital share premium afterissuing

newsnares must NOT exceed 25core
I Documentation required for recognition following investment are exuded from 25crorelimit

Incorporation Registration certificate Investment from Nonresident

PAN number investment from venturecapitalfund

Proof of funding Investment from specified company asnotified

Proof of concept pitchdeck websitevideo
Patent and trademark details 3 Restriction on Asset Investment for7years
list of awards if any TO prevent misuse startup mustnot invest incertainasset

for 7years if invested intheseasset itwilllooseexemption
VI Recognition Number

PIT will recognise startup within 14 days
or reject application with reason
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Elife Cycle of Startup Types of Financing

Stage I Ideation and Development there are two types of financing

I
BrainstormingThinking and testing the feasibility workability ofthe
product or service Equityfinancing Debtfinancing

This stage involves identifying problem developing anprototype
initial concept and determining if there is a viable meaning Raising capitalby meaning raising funds by
possible market for products or service selling ownershipieshares borrowing fromlenders tobe

repaidalongwith interest
gantifyingtarget

market Building businessmodel I typis TypGatheringrightteam

1 venturecapitalist private Equity 1 Loanfrom BankINBFC

Stage II validation 2 Angel Investors 2 ExternalcommercialBorrowing

Confirming value proposition offering through customerfeedback 3 Series funding 3 CGTMSEloans
This stage is about validating confirming the product's 4 Bridge Rounds
potential oracceptance in real would 5 Initial Public offering IPO
Entrepreneurs gather feedback fromearly users to refine
improve product and services Equity fancing

StageIII EarlyTraction 1 Venture Capitalist Private Equity
In this stage product service is tested with target Professional firms providing significant investment

Customers and analyzing market feedback In the formofconvertible preference shares ordebentures
onthis stage startup begins momentum and seeinitial Process PrepareTermsheet Tac andvaluation

growth Product is improved based on earlyuseradoption Conduct Due diligence

At stageIII pivoting may be necessary This Prepare subscription agreement

means adjusting product service based on customer Prepare shareholder agreement

feedback Complete compliance filingwithRoc

Stage Iv Growth 1Exit El Angel Investors
These are High Networthindividuals orindustarygroup

scaling up the operation and achieving longterm Angel Investors are usually individuals or groupofindustary
stability or exit professionals who are willing to fundtheventure in
once productfit is achieved focus shift to scaling return for an equity stake
operations expanding reach and planning forlongterm SEBI regulations2022 hasmade following restrictions to
success

Market Penetration Mergers a Acquisition IPO all
Inuthst

instartupnotconnectedwithlargeindustrial
this activities are part of stage IV groupwhoseturnoverexceed 300crore

shallnotinvest in companies connectedwithany of
Important Points for Startups Refer Pg no 6869 Angel Investor of Company

Investment shall not belessthanF25lakhandshall
not exceed I 10sore
Invelmentshallbelocked infor one1 year
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3 Series funding Fliffrence between Equity financingandDebtfinancing
Rounds Series AB C etc
Instruments Sellies preferred stock with preferentialright
size 2m 10M 1030 ownership

Purpose Development marketing employees

4 Bridge Rounds

Fills funding gap between major rounds
form of convertible debt
Rapid growth or for IPO preparation

5 Initial Public Offering IPO
Raises funds from public by selling equity
shares for first time
secure significant huge capital from pool of
stock market investors

sedatial
Debt financing

seed capital is the initial funding
Ela to start a business or project1 Loans from BankEeNBFC

To purchase inventory and equipment
forsecuringworking capital and funds forexpansion Sources It is primarily sourced from
Noownership dilution founder's personal saving

Mandatory interestpayment
Friends and family

Requires collateral and good credit history Angel Investors

2 External Commercial Borrowing ECB Purpose SeedCapitalCovers early stage expenseslike
Loans obtained from nonresident lender in formslike Market Research

bank loans buyer's credit supplier's creditandbonds Product Development

There are two routes operational Cost

Automatic Route No approval needed Establish business Model

Approval Route Penor RBI approval needed Build a prototype

Can't use ECB for
further lending or capitalmarketinvestment Risk Seedfunding is risky as investors has to
Acquiring Indian companies adopt wait and watch approach

Real estate investment

for creating charge Paperwork and CostFewerlegal formalities andfeesas
compared to advanced rounds

3 CGTMSE Credit GuaranteeTrust forMicroEe
small Enterprises

Scheme under ministry ofrasme
Loan upto F 1crore without collateral
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onventional modes of financing which are Entrepreneurship
becoming popolor in India

It is a process of creating and managing
I CrowdFunding a business to earn profit increase

wealth and generate value Characterized

It is a modern method of raising seed funding by risk taking innovation leadership

by collecting small amounts of money and management skills
from large number of people usually

facilitated through internet
key elements of entrepreneurship

Innovation vision
Process key features Risktaking organising skills

effective planningEemgmt
1 Online Platform
Specialized companies or portals in India to
enable crowdfunding

Iffence
betweenstartupand Entrepreneurship

Entrepreneur showcase their business ideaand
projections online The primarydistinction between startup andEntrepreneurship is

2 Investor Engagement I an Entrepreneur refers to all business ventures new
Inaudes profile presentation and visualcontent or old
to attract potential investors It includes small businesses partnerships firms
Highlight the impact of idea and sole propreitorships which can be based on new
expected return or rewards forinvestors idea or an existing idea

Ontheotherhand Startup is a newly emerged
3 Inside Reach business venture started by individual founder to

Leverages the power of internet to meet market gap
Connect with diverse audience Startupmostly mean new businesses that are solving

market's problem with unique ideas

I Incubators
Meaning Incubatorsbeepsentrepreneurin pre seedfunding

stagebyprovidingsupport resourcesandmentorship

Support services office spaceAdmin andlegalsupport
Training mentoring links to angel
investors andventure Capitalist

Equity Stake Incubators take 2101 equity stake

Time Period Incubation period is 2.3years

Run operated by usually government supported like
11M11T 08 private business

incubators like Microsoft accelerator


