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Terms of Reference

Support to SIDBI Equity & Risk Capital Department for developing National Innovation Finance Programme (NIFP)

1. Background

SIDBI is implementing a multi-agency/multi-activity flagship Project on Financing and Development of Small and Medium Enterprises in India.  Department of Financial Services, Ministry of Finance, Government of India is the nodal agency and the partners include The World Bank, Department for International Development (DFID), UK, KfW and GIZ, Germany.  SIDBI has set up a dedicated Project Management Division (PMD) at New Delhi to implement the project. The overall objective of the multi-donor project is “increased turnover and employment in Micro, Small and Medium enterprises in India”. 

GIZ implements two TC components under the Project. The first TC component, Business Development Services (BDS), promotes development of strategies and implementation of market based generic, embedded and public business development services (BDS) to value chain/clusters MSMEs in selected Project regions.  The financial sector component of the Technical Assistance of GIZ offers training and advisory services to participating banks/financial institutions aimed at increasing credit and other financial services to regional clusters/value chains of MSMEs. SIDBI is actively serving the MSME sector by providing various financial products which are tested, validated and customized as per aspirations and demands of MSME domain. It reaches MSME directly through its 85 branches in India as well as through the large network of banks. SIDBI is addressing the financial gaps in the areas of delayed payments, sustainable/ responsible financing, risk capital, service sector financing, and cluster financing and micro finance. Thus, working with and through banks, SIDBI supplements and complements the banks towards better serving the MSMEs.
2. SIDBI Equity & Risk Capital
SIDBI has established a new vertical “Equity & Risk Capital Vertical” to enhance access to risk capital and induce innovation in MSME domain.   The Equity & Risk Capital Vertical handles the Risk Capital portfolio of SIDBI where in Risk capital assistance is provided to MSMEs directly as well as through Fund of Funds operations (i.e. through VCFs). The risk capital assistance is offered on the backing of future cashflows of the unit rather than asset coverage / collaterals unlike conventional loans.
SIDBI’s Risk capital assistance has supported the growth requirements of a number of MSMEs including leveraging of senior loans, funding intangible requirements like expenditure for R&D, marketing / brand building, technical knowhow, energy efficiency, quality control, WC margin, etc. where bank loans are generally not available as such investments are non-asset creating.
Apart from providing Growth Capital, SIDBI also provides Risk Capital Assistance to start-ups and early stage ventures, selectively, operating in innovative / technology space, including those being incubated at technology incubators.  Such units find great difficulty in raising finance from the usual banking system due to high perceived risk (being in pre-commercialisation stage, not yet achieved break-even etc.) besides absence of tangible security / collaterals to offer.  The bank has been working with Incubators and other Angel Networks to identify and support deserving start-ups.
Further, with a view to channelising growth capital / equity to the MSMEs in the ICT (Information Communication & Technology) space, SIDBI entered into an MoU with NASSCOM. As per the terms of arrangement, NASSCOM would screen the eligible enterprises within its pool of members and refer them to SIDBI for evaluation under risk capital/ other schemes of SIDBI. Both the organizations would also explore and work on various avenues related to entrepreneurship like policy advocacy, structuring of new products etc. for creating an enabling ecosystem for fostering entrepreneurship and development of MSMEs. 
In addition, SIDBI also played an important role in coordinating and facilitating opening of ‘SmallB’ branches by various commercial banks to focus on start-up financing. SmallB branches have been conceptualized for extending venture debt to angel invested entrepreneurs, to foster innovation by funding innovative ideas. E&RCV has been providing initial hand-holding to these branches in terms of formation of schemes, guidelines, screening of proposals, trainings etc. 
3. Description of Present Assignment and Objectives

SIDBI, with GIZ MSME Umbrella Programme is in the process to strengthen the Risk Capital vertical of SIDBI. SIDBI plans to unleash a “National Innovation Finance Programme (NIFP)” for creating an enabling environment for financing start-up and early stage enterprises. 
NIFP will be a unique national collaborative program led by SIDBI for creating an enabling environment for innovation financing in the country to help India become an innovation hub. NIFP will work to address various pain points in the eco system to encourage flow of more capital from public and private sources to start up and early stage enterprise sin various sectors. 
NIFP will have strategic partnerships with ‘SmallB’ branches of banks, venture capital industry (IVCA), angel networks, incubators, Government departments (DST, Bio-tech, etc), Stock exchanges, knowledge industry bodies (NASSCOM, ABLE, etc), entrepreneurship promoting organizations (TiE, Headstart, etc).
In order to develop this dedicated and thematic endeavor, GIZ and SIDBI look for an agency/consultant team with substantial experience in supporting startup financing, handholding/mentoring innovators/accelerators etc. The assignment aims to build the capacities of SIDBI and handhold the department officials.

The assignment has the following objectives:
1. Developing the Strategy and Model of NIFP
2. Development of Processes and Standard Operating Procedures for financing these Startups including acquisition, planning, implementation and evaluation as also handholding / mentoring Business Operations, Development of Processes and Standard Operating Procedures of  Administration and Management
3. Development of a technology platform for the NIFP
4. Capacity Assessment and Capacity Development of Human Resources (both within SIDBI as also partner institutions and Start-up Advisors)
All the below tasks and deliverables are expected to be achieved by an agency/team of experts working onsite (Mumbai) with and as part of SIDBI Risk Capital team. The lead consultant may devote minimum three working days in a week where as two junior support persons shall be full time. 
4. Key deliverables
The defined key deliverables should be achieved through limited but key partners in the Pilot Phase –
a. SIDBI and its innovation branch network
b. Government departments like DST or Bio tech ministry
c. Key Institutional incubators (CIIE, IIM Ahmedabad, SINE, IIT Mumbai) 
D 1:      Prepare a blueprint for the National Innovation Finance Programme (NIFP)
D2:  Documenting standard operating processes for the National Innovation Finance    Programme (NIFP) including management/ governance and legal structure of the programme
D 3:	Documentation of roles and responsibilities of various participants of NIFP, creating advisory groups on various topics identified by SIDBI, GIZ and other relevant stakeholders. This includes legal agreements of advisors with SIDBI and legal agreements of startups with the advisors
D 4:	Conceptualise, support and develop a technology platform, which will act as a technology back bone for National Innovation Finance Programme (NIFP) in co-ordination with the developer
D 5:	Develop processes and SoP for the technology platform addressing the risk / security aspects of investments and monitoring
D 6:	Conduct trials of the technology platform so that the platform can be rolled out. 
D 7: 	Assistance to 10 -15 start up companies to get the equity-risk capital/venture debt investment

	Key Activities 

	Partners in Pilot Phase
i.  SIDBI and its innovation branch network
ii. Government departments like DST or Bio tech ministry
iii. Key Institutional incubators (CIIE, IIM Ahmedabad, SINE, IIT Mumbai) 

	Working groups for new funding formats/ SOPs. 2-3 groups for 
· Roles and responsibilities
· Financial templates/ formats
· Detailed SOPs

	Roles and responsibilities of advisors. 
· Legal agreements  of advisors with SIDBI
· Legal agreements of startups with advisors

	Management/ governance and legal structure of NIFP

	Enrolling start up advisors and Pilot electronic platform


Conditions: 
· All of this is expected to be achieved through a period of 6 months of expert resources 

5. Duration: Assignment duration is of 6 months  

6. Reporting: During the assignment, consultant/agency will be required to maintain continuous reporting with GIZ MSME Umbrella Programme and SIDBI.  Reporting will be on monthly basis and reports should be submitted to SIDBI equity & risk vertical, project management unit and GIZ.  During the assignment, consultant will adhere to following reporting schedule.

· An Inception Report within 15 days of start of the assignment , setting out the detailed 6 months work plan to achieve the defined objectives of the contract

· Monthly progress report thereof

7. Other Terms & Conditions
The end-deliverable and the achievement of final milestone should be approved by the SIDBI’s Equity & Risk Capital Vertical, Mumbai as conditions for release of final payment. All the work/software/reports undertaken/developed/prepared under this assignment are the property of Small Industries Development Bank of India and cannot be used, published, copied or otherwise disseminated without prior written approval. 

8. Location and Duration 
a. Starting point: Location of the project is Equity & Risk Capital Department of SIDBI MSME Development Center, Mumbai. Travel plan will be finalized in consultation with SIDBI & GIZ MSME Umbrella Programme.
b. Planning: The consultant shall describe the month-wise activities, human resource involved in particular activities,  and deliverables per indicator
Feedback will be communicated to the consultant continuously at the end of several activities carried during all phases. Where necessary, consultant shall make appropriate changes to improve the deliverables and address this feedback. On the completion of a milestone and its acceptance by the SIDBI vertical, written confirmation shall be provided to the consultant who will trigger the relevant milestone payment. No payment will be processed without the acceptance of the deliverables. 

	Activities and Mandays (Aggregated) 

	S.No.
	Activity
	Mandays 
Senior Expert
	Mandays 
Mid Level Expert

	1
	Formation of working groups and advisory groups 
	50

	100

	2
	Engagement of Lawyers and other relevant stakeholders for legal agreement & Implementation structures
	120
	-

	3
	Technology Development and implementation for holistic E- platform for NIFP
	80

	200

	4
	Development of NIFP Website
	20

	40



9. Eligibility criteria and Expertise /skill sets required: 

· Agency/Consultant should have at least 5 year plus active experience in Equity & Risk capital area. Experience in start-up financing space would be an added advantage.
· Demonstrated Experience of grounding and facilitating equity & risk capital for service-oriented start-up companies 
· Team of experts should compose lead Expert/s and all consulting team members should have minimum 4 years of incubation experience and hold a post graduate in the relevant field of management, Technology, economics and or sector related areas from premier Institutes like IIMs/XLRI/FMS etc.
· Team leaders should have minimum 5 years of overall equity & risk capital and incubation of startup experience with specific Indian experience. 
· Documented experience of team members and expertise in similar related projects/assignments in the fields of seed/venture funding, equity and risk capital, venture debt etc. would be an advantage.
· Strong Analytical skills Excellent report writing and communications skills 
· Past experience of the team members in working for GIZ on similar assignments are an added advantage
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