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In pursuance of the provision of the Clause (3) of article 348 of the constitution of India,
the Governor is pleased to order the english translation of office memorandum no,
29%/V11-3-25/4(1)-MSME/2024, dated..).2=.March, 2025 for general information.

Government of Uttarakhand

Micro, Small & Medium Enterprises Scction
No: 29%/VII-3-25/4(1)/MSME/2024,
Dehradun, Dated: 12. March, 2025

Office Memorandum

The Uttarakhand Venture Fund Operational Guidclines, 2025

l. Introduction

1.1 The Uttarakhand Startup Policy 2023 aims to create a culture of innovation
and cntreprencurship with several fiscal and non-fiscal policy instruments
benefitting all the key startup ecosystem players. In accordance with this
goal, the Government of Uttarakhand (hcreafter referred to as “the
government™) has announced the formation of a fund with a corpus of INR
200 Cr under clause 5.5 of the Uttarakhand Startup Policy 2023, notified
vide G.O 371/VII-3-23/4]1-MSME/2016 dt 17 March 2023. This corpus
shall be hereafter referred to as “Uttarakhand Venture Fund™ or “UVF™.

The Department of Industries, Government of Uttarakhand, will be the
implementing agency for UVF,
2. Objectives

2.1 The Uttarakhand Venture Fund (UVF) will catalyze private sector
investment in Uttarakhand’s startup ecosystem by leveraging public funds.

2.2 The government will utilize this corpus to participate as a limited partner in
SEBI registered Alternative Investment Funds (AIFs) through capital
commitments,

2.3 The government will invest in other empaneled AIFs, whose investment
strategy meets the investment objective and guidelines of UVF viz.
investing in startups with an objective to provide them scale up fund in the
form of equity funding to enable them to develop and grow their enterprises
with positive economic and social spill-over effects for Uttarakhand.

3. Definitions

Alternative Investment Fund

As per Seccuritics and Exchange Board of India (Alternative Investment Funds)
Regulations, 2012, “Alternative Investment Fund” means any fund established or

incorporated in India in the form of a trust or a company or a limited liability
parinership or a body corporate which, -

i is a privately pooled investment vehicle which collects funds from investors,
whether Indinn or foreign, for investing it in accordance with a defined
investment policy for the benefit of its investors; and

1
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is not covered under the Securities and Exchange Board ol India (Mutual
Funds) Regulations, 1996, Sccurities and Exchange Board of India (Collective
Investment Schemies) Regulations, 1999 or any other regulations of the Board

(o regulate fund management aclivities:

Provided that the following shall not be considered as Allernative Investment Fund

for the purposc of these regulations, -

family trusts set up for the benefit of ‘relatives” as defined under Companies
Act, 2013;

ESOP Trusts set up under the Sccurities and Exchange Board of India (Share
Bascd Employee Bencfits) Regulations, 2014 or as permitted under Companies

Act, 2013;

employee welfare trusts, or gratuity trusts set up for the benefit of employees;

’holding companies’ as defined under clause 46 of section 2 of Companics Act,

iv.
2013;

v. other special purpose vehicles not established by fund managers, including
sccuritization trusts, regulated under a specific regulatory framework;

vi. funds managed by sccuritisation company or reconstruction company which is
registered with the Reserve Bank of India under Section 3 of the Securitisation
and Reconstruction of Financial Assets and Enforcement of Security Interest
Act, 2002; and

vii. any such pool of funds which is directly regulated by any other regulator in
India.

Corpus « The total capital commitments raised by an AIF from
investors/limited partners.

Equity « Equity is the amount of money that a company's owner has put
into it or owns,

Equity « An equity investment Is money that is invested in a company

Investment by purchasing shares of that company in the stock market.

Exit » A startup cxit is when an owner (and investors) of a startup
company sells their ownership or stock in the company, either
for profit or at a loss.

Hurdle Rate « The minimum rate of return an AIF should generate before
being able to participate in the profit share,

Innovation » As per sub-clause 1.11 of clause 1 of the Uttarakhand Startup
Policy 2023.

Investment s The period during which the AIF aims to deploy the

Period committed capital into investments.

Limited

» An investor who commits capital to the AIF and whose
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Partner liability is limited to their ca : ital commitment

Private  The document issued by AI}Rs for offering units to investors,

Placement containing all fund details.

Mcmorandum

(PPM) "

SEBI » Securities and Exchange Board of India, the regulator for
AlFs.

Social * Entitics working towards promoting social welfare or solving

Ventures social problems.

Startup « As per sub-clause 1.23 of clause | of The Uttarakhand Startup

Council Policy 2023,

Subscription » The legal agreement between the AIF and an investor/LP

Agreement goveming the terms of their partnership.

Task Force » As per sub-clause 1.26 of clause 1 of the Uttarakhand Startup
Policy 2023.

UK-SPISE » Uttarakhand Society for Promotion of Investment, Start-up and
Entrepreneurship

Operation and Monitoring of UVF
4.1 Establishment of funds

4.1.1As per clausc 5.5 of The Uttarakhand Startup Policy 2023, The
Government has setup a corpus of INR 200 Cr as Uttarakhand Venture
Fund or UVF

4.1.2UVF will operationalise the fund by participating as a limited partner in
SEBI registered AIFs by entering into an agreement and making capital
commitments

4.1.3UVF will onboard AIFs through a competitive process via provisions of
Uttarakhand Procurement rules 2017, or latest procurement rules as
defined by the government.

4.1.4 AIFs shall present a draft Subscription Agreement at their own cost. UVF
reserves the right to have the draft contract agreement reviewed.

4.1.5The government reserves the right to carry out the empanelment on a rolling
basis to ensure adherence to performance benchmarks and facilitate the
inclusion of new AIFs, if required. The specific terms of the same are to be
defined in the Subscription Agreement/PPM or any other relevant
documents.

4.2 Guiding Principles for funds

4.2.1 UVF shall not infuse less than INR 20 Cr and not more than INR 40 Cr into
one single AIF.

4.2.2 UVF shall not be the single majority investment partner in any AIF, and all
pre-agreed ratios must be defined in such a way as to ensure that UVF shall
cither be an cqual-investment partner (50%) or a minority investment
partner.
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4.2.3 During the onboarding process, the hurdle rate will be defined which must
be committed by all the partnering AlFs.

4.2.4 AlFs must disburse the designated hurdle rate to the government before any
other fees/carry rates/profit sharing arrangement/ete. The same is to be
appropriately stipulated in the Subscription Agreement and other related
documents.

43 Opcration of funds and investment cycle

4.3.1 Operational decisions regarding the fund shall be guided by the SEBI

regulations/agreements with partner AIFs/term sheet/any other prevailing
document,

4.3.2 AlFs shall be encouraged to invest in startups that are recognized under The
Uttarakhand Startup Policy 2023,

4.3.3If an AIF intends to invest in startups that arc not recognized by The

Uttarakhand Startup Policy 2023, it must obtain a prior no objection
certificate from the Task Force.

Such startup must meet the following conditions:

a. Startup must be registered with DPIIT under Startup India Scheme.

b. Startup must apply for recognition under the Uttarakhand Startup
Policy 2023 within 3 months of receiving funding commitment and
actual rollout of funding.

c. Startup must demonstrate significant social, economic or
technological impact for Uttarakhand.

4.3.4The government will organize investor roundtables, pitch deck presentation
events, and innovation exhibitions to facilitate a continuous pipeline of
investment opportunities. Through such engagements, the government seeks
to foster a collaborative ecosystem for startups and AlFs,

4.3.5 The government shall ensure that sufficient budgetary outlay is approved
for UVF at the beginning of the financial year to enable partner AlFs to
seamlcssly operate their investment portfolios as committed under the
Private Placement Memorandum (PPM)/ Subscription Agreements of the

funds.
4.3.6If an AIF invests in tranches, UVF shall provide its capital commitment in

tranches, in accordance with pre-agreed ratios outlined in the term sheet of
the startup.

4.3.7The capital commitments from UVF shall be drawn down by the AIFs
against sccured commitments/agreed term sheets of eligible startups. Such
demands received from AlFs are to be fulfilled on demand basis. The
Director General, Industries/CEO,UK-SPISE (Uttarakhand Society for

Promotion of Investment, Startup and Entrepreneurship) is authorized to
release funds accordingly.

4.3.8 UVF will focus to align its investment strategy, phasewise, for a particular
startup.

a. Investment Phase (Years 3-5): During this phase, UVF shall invest in
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growth/scaling stage of a startup,

b. Exit Phase (Years 5-9): UVIT shall focus on executing strategic cxits
o maximize returns from its mature investments.

4.3.91In the event of an exit from a startup, the exit amount/liquidation value shall
be deposited with UK-SPISE  (Uttarakhand Society for Promotion of
Investment, Startup and Entreprencurship) and may be reinvested as deemed
appropriate. The decision regarding the entity to hold the cquity, in case
where UVIE opts to retain its stake following the exit of an AlF from a
startup, shall rest with the Director General, Industries/CEO,UK-SPISE
(Unarakhand ~ Society  for  Promotion  of  Investment, Startup  and
LEntreprencurship).

44 Moenitoring and Oversight

4.4.1 AlFs will be required to submit quarterly performance reports to the UVF,

4.4.2Monitoring & reporting by partner AlFs will be in accordance with
applicable Securities and Exchange Board of India (Alternative Investment
Funds) Regulations.

4.4.3 The Startup Council shall provide oversight as required for UVF, including:

a. Approvals around the monitoring and evaluation mechanisms of
UVF,

b. Ensuring time bound disbursal of commitments to empanelled AlFs

4.4.41f deemed appropriate, the government may consider increasing the corpus
of the UVF in the futurc through reinvestment of gains or infusion of fresh
capital from the govemment or any other State Government body/PSUs or
Government of India,

4.4.5In future, the government may form and designate a part or whole of the
UVF corpus into a SEBI registered AIF Scheme as per the Securities and
Exchange Board of India (Alternative Investment Funds) Regulations, 2012,
for investment in daughter funds or direct investment in startups.

Signed by
Vinay Shankar Pandey
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