The  govern-
mentischanging
certainrules for
the fund of
funds announced last year to
make it more attractive for
venture funds to invest, and
start-ups could see a dramat-
ic rise in fund flow, as the
teething trouble will be over
soon. In an interview to FE’s
Surbhi Prasad and
Banikinkar Pattanayak,
department of industrial
policyandpromotion (DIPP)
secretary Ramesh Abhishek
said the government is work-
ing out a mechanism to re-
placethe Foreign Investment
Promotion Board (FIPB)
and that administrative de-
partments should ideally get
to approve FDI proposals.
Excerpts...
The Budget 2017-18 has
envisaged a greater liber-
alisation in India’s FDI
regime. Which are thesec-
tors are you looking at to
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Fund tlow to start-ups to get a boost soon

further ease FDIrules?
Nothing has been decided
yet. We have already liber-
alised alot. Theideatogofor
further easing to attract
even more foreign invest-
ments has always been
there. Even the FIPB will
now have to be dismantled
(as suggested in the Budget)
for whichamechanismisbe-
ing worked out. So which
sectors will see further re-
forms will be decided after
comprehensive discussions
with various departments.

Who will approve FDI pro-
posals once the FIPB is
dismantled—sectoralreg-
ulators or administrative
departments?

This is being discussed but
ideally any approval that is
supposed to come from the
government should come
from the government, and
not regulators. The work of
the regulator has already

been laid down in the law
and they can’t go beyond the
ambit of the law. Also, if the
approval isn’t going to come
from an inter-ministerial
bodylikethe FIPBanymore,
it won’t come from another
body aswell, becausereplac-
ingonebody withanotheris-
n’t going to result in further
ease of doing business. In
such a case, ideally, the ap-
proval could be given by the
administrative depart-
ments concerned. However,
the government is yet to fi-
naliseamechanism.

What will be the role of
the DIPP once the FIPB
ceases to exist?

See,therehastobeacentral
mechanism (DIPP) to re-
ceive all applications on-
line. It should then send
those applications to rele-
vant departments for nec-
essary inputs and action.
So one such centralised

mechanism hastobe there.

Has the governmentdecid-
ed on the concessions be-
ing sought by Apple to
startmanufacturing here?
Apple has asked for some
concessions, many of which
relatetotaxpoliciesand afew
other things. Earlier, we had
met the departments con-
cerned and they haven’t yet
come back to us with their

comments. We will have
meetings soon and I will re-
mind them to give their re-
sponse. Four departments —
revenue, electronics and in-
formation technology, com-
merce and environment —
will provide us with their in-
putson Apple’sdemands.

Have Apple executives
met youagain after thein-
ter-ministerial panel

meeting on January 26?
We are always open to meet-
ing potential investors. So
they (Apple executives) also
keep coming and we Kkeep
meeting them.

How much of funds have
so far been released from
the fund of funds, which
has a corpus of 310,000
crore, to start-ups?

It’s important to note that
this fund of funds will be
coveredintwofinance com-
mission cycles (through
2025). So roughly, it comes
to around 1,100 crore per
year. In the first year (2016-
17), 3600 crore is being giv-
en (to SIDBI which is to
manage it). So far, we (SID-
BI) have committed 3129
crore. See, the government
isn’t funding any start-up
directly. It is a fund of
funds. We are taking equi-
ties in other funds which
are selecting start-ups (for

investments). There is an
investment committee that
recommends and SIDBI de-
cides on putting in
money. Until now, the ven-
turecapital (VC)funds (that
put in money, along with
SIDBI, to set up the fund of
funds) are mandated to in-
vest the money only in
start-ups. Market partici-
pants told us that the in-
vestors are not ready to put
all their money in start-ups
(SIDBI usually contributes
around 15% of thefund and
the rest comes from VC
funds). So what we now pro-
pose is that whatever is the
contribution of SIDBI to
the fund, at least double of
that amount must go to
start-ups (from that fund).
So if we invest, say 3600
crore in a fund, at least
1,200 crore must go to
start-ups ( to cut risks, the
rest can go to firms that are
atamore mature stage).

So SIDBI hasalready select-
edabout 15funds withacor-
pus of 6,800 crore, and
they are ready to commit
and sanction if this new
rule is implemented.
Moreover, we have asked
SIDBI to take up to 35% of
equity in a fund. Currently,
it offersfunds (in lieu of eq-
uity) to the tune of only 15-
20%. We have suggested
that SIDBI give more funds
because other investors are
finding it difficult to
arrange so much of funds
from the market.

Market participants have
told us that SIDBI’s process-
es are too long, so we have
asked it to fast-track its
processes. All these steps
will be over this month after
which we expect significant
Improvementin

the commit-

ment as well as
disbursement

of funds.



