Operational Norms for Startup by faculty / staff / students of NITC under National Innovation
and Startup Policy (NISP)

PREAMBLE

This operational norms for Startup by Faculty / Staff / Students of National Institute of Technology Calicut (NITC)
(“Operational Norms”) shall be in accordance with the National Innovation and Startup Policy (NISP) document
issued by Ministry of Education, Govt of India and in line with the approved (BOG 63) policy of NITC. The
following guidelines outline the framework for establishing Startup by Faculty / Staff / Students of NITC.

1. DEFINITIONS

“Applicable Law(s)” shall mean and include all applicable statutes, enactments, acts of legislature or
parliament, laws, ordinances, rules, by-laws, regulations, notifications, guidelines, policies, rules of common
law, permits, licenses, approvals, consents, authorizations, directions, directives, rulings and orders of any
government agency, statutory authority, tribunal, arbitration body, board, court or any recognized stock
exchange(s) on which the Shares may be listed, or any interpretation, policy or administration, having the
force of law, by any government agency having jurisdiction over the matter in question;

“Consultancy Norms” shall mean the approved consultancy norms of NITC;

“Dispute” shall have the meaning ascribed to it in Clause 12;

“Shares” shall mean any securities held in the Startup;

“Faculty” As defined in the NIT Act.

“Facility/ies” shall mean facilities provided by TBI including space, Incubation services, mentoring,
laboratory and testing, seed funding, legal & accounting services etc. for the Startup, free of cost or at a

discounted price;

“Fair Market Value” shall mean fair market value as determined by a valuer appointed by TBI, at the cost
of the Startup;

“Financial Year” shall mean the financial year as defined by the Govt. of India, usually commencing from
April 1% of every year and ending on March 31* of the following year;

“Founder” shall mean a person who is: (i) identified as a promoter or founder of the Startup; and/or (ii)
exercises control either individually or with other founders, in the decision-making process of the Startup;

“Incubation” shall mean and include providing business development processes, infrastructure and people,
designed to nurture and grow new and small businesses by supporting them through the early stages of
development. Incubation is a systematic process of accelerating technology / product innovations into
growth-ready companies attractive for venture investments;




“Intellectual Property (IP)” or “Intellectual Property Rights (IPR)” shall mean all the patents, patent
applications, copyrights, moral rights, trademarks, trade names, service marks, service names, brand names,
internet domain names and sub-domains, inventions, processes, formulae, business and product names, logos,
slogans, trade secrets, industrial models, processes, designs, database rights, methodologies, software,
computer programs (including all source codes), technical information, manufacturing, engineering and
technical drawings, know-how, all pending applications for and registrations of patents, entity models, trade
secrets, service marks, copyrights, designs, digital assets, digital processes and internet domain names and
sub-domains and all products and services developed, being developed and/or proposed to be developed by
the Startup and all other intellectual property or similar proprietary rights of whatever nature (whether
registered or not and including applications to register or rights to apply for registration) in each case
anywhere in the world owned or used by the Startup as part of its Business;

“Liabilities” means all existing indebtedness and liabilities of any kind or nature whatsoever of the Startup,
whether actual or contingent, and whether of a nature required to be disclosed in the financial statements;

“Person” shall mean any natural person, limited or unlimited liability company, corporation, partnership
(whether limited or unlimited), proprietorship, trust, union, association, government or any agency or political
subdivision thereof or any other entity that may be treated as a Person under Applicable Law;

“Norms of Technology Transfer” shall mean the norms of technology transfer as provided in NITC website;
“Relative” shall have the same meaning as stated in the Companies Act;

“Staff” shall mean any non-teaching staff in the regular cadre of NITC; as defined in the NIT Act

“Startup” shall be as per the definition of Startup in Startup India Policy, and is led by Faculty / Staff /
Students of NITC;

“Student” shall mean any student registered under any of the approved programs offered by NITC;

“CIEI” shall mean Centre for Innovation, Entrepreneurship and Incubation at NITC

“CIEI Committee” for Startup is as constituted by the Director

“Technology Business Incubator (TBI)” shall mean the venture set up jointly by the Department of Science
and Technology, Govt. of India and National Institute of Technology Calicut at NITC campus to support the
Startup industries and likely to be constituted as a Section 8 Company as per the Companies act.

“BoD” shall mean the Board of Directors of the startup

In addition to the terms defined in Clause 1, any additional terms shall have the respective meanings assigned
thereto in the respective Clauses in this Operational Norms.




2. Startup Guidelines

2.1. The Students / Staff / Faculty of NITC are encouraged to begin Startups and TBI may provide Facilities
for these Startup.

2.2.  The Startup shall be registered as a limited liability partnership or a private limited firm and shall not be
registered as a sole proprietorship.

2.3. The Startup activities are over and above the regular academic / departmental / institutional activities.

2.4. The Startup shall not be solely for providing consultancy services and such activity must be taken up only in
accordance with the Consultancy Norms of NITC.

2.5. The role of Faculty / Staff in the Startup shall be of a non-executive director and/or promoter of the Startup.
In the event of any executive position is held by a full-time employee of NITC, such employee may take long
leave or sabbatical from NITC (as per the norms) to act as the executive director of the Startup.

2.6. The Students / Staff / Faculty maybe permitted to open its offices at locations of its convenience for
operations and bank accounts in accordance with the Applicable Laws to Startup / state / Govt of India.
Such information shall be submitted to TBI within a month time of opening the office. TBI shall not act as
a supporter or provide any type of security for such operations and TBI shall not be liable for any such
actions at any stage.

2.7. Any dividends / royalties earned by a Startup / its subsidiaries shall be paid out to TBI according to its
shareholdings along with the audited financial statements of such Startup / subsidiaries.

3. Shareholding by TBI
3.1. Shareholding of TBI on Startup by Students shall be as follows:

3.1.1 For the Facilities, services, and support (like space, incubation, labs, mentoring, testing, support for
accounting, legal, patenting, etc.) provided, TBI shall take 1% (one percent) Shares in the Startup of the
students. In the case of grants, these startups may apply in the normal course and for grants/loans the policy
of TBI will apply.

3.1.2  If the Student Startup is not using any space or other Facilities, the Shares of TBI shall be 0.5%.

3.2 Shareholding by TBI on Startup by Faculty / Staff shall be as follows: The percentage of Shares of TBI shall
depend on the facilities/support provided by TBI, as follows:

3.2.1 For allowing the NITC faculty /staff to be a part of startup, the TBI may accept 4% (four percent) of Shares
in the Startup. This 4% equity will be revised after three years and the revised percentage will be applicable
to the startups thereafter. The Facilities, services, and support (like space, incubation, labs, mentoring,
testing, seed funding, agency or sponsored grant, loan, support for accounting, legal, patenting, etc.)
provided by TBI will be charged as per the policy of TBI.




3.2.2 The Founder may offer additional Shares to TBI. However, such Shares shall not exceed 9.5% (nine decimal

point five percent) of the total shares in the Startup. If such services are chargeable, the Startup shall pay
the same in addition to the Shares to TBI.

3.2.3 If more than one Faculty / Staff are shareholders of a Startup, total percentage of shares for TBI in the

Startup from the contribution of Faculty / Staff shall be limited to 9.5% (nine decimal point five percent)
of the total shares of the Startup. However, for the initial three years of implementation of this policy, the
percentage of shares is limited to 4% on a promotional basis irrespective of the number of faculty/staff
members.

3.2.4  Prior permission shall be obtained from Director, NITC through TBI, if the Faculty / Staff wishes to join an
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33.1

existing Startup as its shareholder and in such cases all the guidelines stated herein shall be applicable to
such Faculty / Staff.

TBI may be provided an exit from the Startup by way of:
initial public offering (IPO),

3.3.2 proceeds from a strategic sale of the business of the Startup, provided that such sale is at Fair Market Value;
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4.2

5.1

as part of further funding round / third party sale of Shares held by TBI, where: (a) existing investors are
offered an exit and at least 50% of the existing investors accept such offer then sale of Shares at the same
price as being offered to existing Investors; or (b) at Fair Market value where such exit is provided to TBI
at the valuation of the firm by a registered chartered accountant or investment bankers at the time of closing
of such round.

Funding

A Startup may be permitted to pitch for funding at all available forums legally permitted by the prevailing laws
from time to time and accept investments against equity from any investors, legally allowed for any Startup
registered in India as a private limited firm or LLP. In case the investors are availing equity against investment,
equity dilution shall be applicable to TBI in proportion to other shareholders holding the Shares. The investors
may become future shareholders in this scenario. TBI shall have the same rights as other investors who came
in at the same time / ordinary equity shares, but it shall not be subject to any restrictions or obligations, other
than (i) a right of first refusal; or (ii) a restriction against transfer to competitors, or (iii) a drag along right as
mutually negotiated with a lead investor; or (iii) such other right as may be mutually discussed and agreed
between the Startup and TBI. All such information shall be submitted to TBI upon serving a prior written notice
of at least two weeks of such event.

A Startup may be permitted to acquire shares of other companies or come into profit sharing agreements with
other companies in accordance with the Applicable Laws for operational / development purposes, only upon
providing a written intimation to TBI. Any dividends earned shall be paid out to TBI according to its
shareholdings along with the audited financial statements of such companies shall also be submitted to TBI.

Mentorship
The Faculty / Staff may take the role of mentor / advisor / consultant of a Startup voluntarily without

compromising their academic and administrative duties as well as not receiving any payment from the Startup
or not being a shareholder of that Startup.
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5.4

6.1

6.2

6.3

6.4

6.5

6.6

The role of mentor / advisor / consultant for a Startup can also be taken by a Faculty / Staff as a consulting
activity at a concessional rate without compromising their academic and administrative work / duties and shall
act in accordance with the Consultancy Norms of NITC.

If the role of mentor / advisor / consultant for a Startup is taken by a Faculty / Staff of NITC, such person shall
be entitled to receive a consulting fee in accordance with the Consultancy Norms of NITC. However, in the
event, the Startup is unable to pay such consulting fee, the Startup may compensate the faculty in the form
shares. These shares will be held by TBI. When the vesting of the shares happens, the amount will be distributed
in the proportion as per the agreement between NITC and TBIL.

Any faculty/Staff who likes to take the role of mentor or consultant for a startup as per the above mentioned
clauses, shall submit for the approval of Director, NITC.

Instructions to Faculty/Staff

The Faculty / Staff shall establish a Startup only after the successful completion of their probation period, with
prior written approval from the Director, NITC based on the recommendation of CIEL

If a Faculty / Staff joins NITC after establishing a Startup, permission may be granted by the Director, NITC
only upon submitting an undertaking stating that the time allocated for the Startup activities will not in any
case affect the normal duties. The startup policy of NITC will be applicable for this startup also, if the
faculty/staff continues to be a part of the startup.

The Faculty / Staff shall not spend more than 20% (twenty percent) of working hours of NITC for the activities
of the Startup. There will not be any restriction on the shares that faculty/staff can take, as long as they do not
spend more than 20% of office time on the startup in advisory or consultative role and do not compromise with
their existing academic and administrative work/duties. In case the faculty/staff holds the executive or
managerial position for more than three months in a startup, then they will have to go on sabbatical or leave
without pay/earned leave.

The Faculty / Staff shall declare the percentage of his / her time for the Startup activities and get the same
attested by the Head of Department (HOD) or Head of Section (HOS) or Head of Centre (HoC), at the
beginning of every semester and submit it to CIEL. Any deviation of the time allocation at any time shall be
informed by the Faculty / Staff or by the concerned HOD / HOS to the Director, NITC immediately without
any delay.

The Faculty / Staff involved as directors and to be inducted in future as directors of Startup, will strictly adhere
to the ethics to avoid any conflict of interests as per the guidelines mentioned herein.

The Faculty / Staff having the Startup shall clearly separate and distinguish his / her research / sponsored
project work at the respective department or NITC from the work conducted at the Startup.




6.7

6.8

6.9

The Faculty / Staff having the Startup shall not involve any other Faculty / Staff of NITC in any activities of
the Startup. If such a need is there, the prior permission from Director NITC should be taken.

At all times, the Faculty / Staff shall ensure that the Startup is compliant with all Applicable Laws, norms of
the Government, regulatory agencies, and local governing bodies from time to time. NITC or TBI shall not be
liable for any non-compliance by the Startup at any time.

For the avoidance of any conflict of interest, the Faculty / Staff holding the Startup must not engage in activities
like internal/external committees related to the Startup. A timely disclosure is to be made where a possibility
of overlap exists.

6.10 Faculty must not accept gifts from the startup

6.11 If the Startup is not successful in its operations, the BoD of the startup shall solely be responsible for any

7.1

7.2

7.3

7.4

8.1
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Liabilities as far as TBI is concerned. Under such situations, if the Startup is wound up or closed or taken over
by any other organization / investor / financial institutions, the amount corresponding to the shares of TBI as
per the valuation of the firm (by a registered chartered accountant or investment bankers) shall be paid out to
TBL

Instructions to Students

All the relevant clauses mentioned above for the Faculty / Staff Startup shall be applicable to the Students’
Startup as well.

Student members after successfully completing the respective course shall become the alumni members of
NITC, and the norms stated herein agreed upon by such Student shall continue till they exit from the Startup.

The objectives of the Startup can align with their major project / research project in line with academic
regulations.

Students having Startup can take academic break as per the academic regulations, for Startup activities.
General Obligations

With regard to the Startup by the Faculty / Staff / Student, TBI and such Founder of the Startup shall execute
an agreement to detail their engagement including the shareholding of TBI in such Startup, rights of TBIL,
Facilities provided to the Startup etc., in compliance with this Operational Norms.

Share certificates issued by the BOD shall be submitted to TBI by the Faculty / Staff / Student associated with
the Startup along with decision (signed Minutes) of BoD.

The certified annual account statements approved by the Chartered Accountant for the Startup and the minutes
of all BoD meetings from the date of signing the agreement between the Faculty / Staff /Student Startup and
TBI, must be submitted to TBI within 1 (one) month from the end of each Financial Year. Any clarifications in
the reports / documents shall be answered by the concerned Faculty / Staff / Student.
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Whenever the startup undertakes a valuation, such report shall be submitted to TBI within three months.
Intellectual Property

If an Intellectual Property from NITC (including that in which the Faculty are shareholders) is transferred to
or used by the Startup, the prevailing Norms of Technology Transfer adopted by the NITC shall be applicable.

Any IPs generated based on R & D solely by and within the Startup (without overlapping the objectives of any
sponsored research by the Faculty / Staff) shall remain with the Startup. The filing of the patent will be jointly
undertaken between the Startup and NITC, and the TBI shall receive benefit from its shareholdings already in
the Startup, and no other claims will be made by TBI on these IPs.

The IP holdings patents/copyrights by NITC obtained through R&D from sponsored research by a faculty/staff
as Principal Investigator (PI), who is also an inventor, shall be transferred by the institute free of cost to the
faculty/staff startup formed under NISP by the same PI. Any specific terms and conditions of the sponsoring
agency regarding IP sharing, while the R&D grant was granted, shall be applicable.

If the Faculty / Staff takes up private or Government sponsored research project whose objective(s) overlap
with the Startup activities, then the Faculty / Staff shall take necessary precautions to avoid such IP
contamination and conflicts of interest. In specific cases, if the sponsor agency agrees to assign the IP resulting
from such activities to the Startup, then the parties may enter into a separate IP licensing agreement. In case,
the sponsoring agency allows only NITC to retain the IP rights, such IP can also be licensed to the Startup with
an additional proportionate share.

If any facility of NITC is utilised for development purposes (other than chargeable services), then proportionate
share of [P may be informed and assigned to NITC. This proportionate share shall be decided mutually (prior
to acquiring such IPs) based on the agreement between the NITC and TBI, for further application of this IP
into commercialization, based on the agreement between the NITC and TBI.

Indemnity

10.1 There are financial and legal implications associated with registering / registered Startup. Non-compliance by

the Faculty / Staff / Student member shall have no bearing on NITC and TBI.

10.2 The Founder shall indemnify NITC and TBI for any and all actual and monetary claims, losses, Liabilities,

obligations, damages, expenses and costs brought against or suffered by the Founder or any of its affiliates or
representatives relating directly to: (i) a material breach or non-performance of any of the representations,
warranties, covenants and/or assurances contained herein; or (ii) material breach of any law, rule, regulation,
notification or other statutory or legal provision or requirements; or (iii) any willful misconduct or grossly
negligent acts/omissions by the Founder.

10.3 In no event will NITC and TBI be liable for any incidental, punitive, special, consequential or other indirect

damages, whether foreseeable or not, occasioned by any failure to perform or the breach or default of any
obligation of the Founder for any reason whatsoever, whether based on negligence or otherwise. Provided that,




in no event will the foregoing exclude or otherwise limit NITC’s or TBI’s right to seek statutory or special
damages under any law or regulation.

11 In the event of failure of the startup, it need to be reported to TBI by the faculty/staff/student concerned and
further proceedings will be decided by a committee appointed by the Director, NITC.

12 Dispute Resolution

12.1 If any controversies, conflicts, disputes and / or differences (Dispute) arises in relation to the Startup, the
parties to such Dispute shall endeavor to settle such Dispute amicably through the good offices of the
empowered agencies of TBI and Faculty / Staff / Students.

12.2 At the next level the dispute shall be reported to Director NITC, who shall act as the authority to attempt an
amicable settlement of the matter.

12.3 A dispute that arises shall, at the first instance, as indicated above, be resolved through good faith negotiations
between the Parties hereto, which negotiations shall begin promptly, within 30 (thirty) days after a Party has
delivered to the other Party a written request for such consultation. If the Parties are unable to resolve the
dispute in question (Dispute) within 15 (fifteen) days of the commencement of negotiations, the Dispute shall
be escalated to the Director, NITC for attempting an amicable resolution of the dispute, and in the event the
dispute is unable to be resolved within 15 days of such reference to the Director, the same shall be referred to
and finally and conclusively settled by arbitration conducted in accordance with the Arbitration and
Conciliation Act, 1996 [ the Act] as amended from time to time and the rules prescribed thereunder. The venue
and seat of arbitration shall be Kozhikode, Kerala and the language of arbitration shall be English. The
arbitration shall be conducted by a sole arbitrator jointly appointed by the Parties. If Parties fail to appoint an
arbitrator within 30 (thirty) days after service of the notice as contemplated under the Act, such arbitrator may
be appointed by TBI, in consultation with the Director NITC, in accordance with provisions of the Arbitration
and Conciliation Act, 1996.

12.4 Any Dispute which could not be resolved as per clauses 12.1, 12.2 and 12.3 in relation to the Startup shall be
interpreted in accordance with the substantive laws of the Republic of India, exclusive of any choice of law
provisions. Dispute shall be referred to and finally and conclusively settled by arbitration conducted in
accordance with the Arbitration and Conciliation Act, 1996 as amended from time to time and the rules
prescribed thereunder. Any dispute arising in relation to the Startup shall be within the sole and exclusive
jurisdiction of competent courts as applicable for NIT Calicut, in Kozhikode, Kerala.

13 Miscellaneous

13.1 While a Student of NITC may choose to work on the research part of a Startup for his / her project or internship
(part of the curriculum), such a case shall be considered as per the academic regulations of the NITC. But a
Faculty / Staff must not involve Students in the non-research part of the Startup activities. If a Student wishes
to participate in the wider activities of the Startup, it may be channeled via Startup options for Students.

13.2 In those cases where the innovation and entrepreneurship work, and related research and development activities
proposed by Faculty / Staff / Student, are in continuation of any previous work / project / thesis / knowledge
generated and an IP is filed/granted, by any other Person, mentor (s), Faculty / Staff or any previous or retired
Faculty / passed out Student(s), who are either currently registered at NITC, or has completed his / her




studies / tenure and has left NITC, then, an explicit NOC or a MoU with all such stakeholders of the existing
Intellectual Property will be required.

13.3 The monetary benefit for all shareholders, including TBI, shall depend on the success of the Startup in bringing
the product to market and reaching a break-even scenario. Once profitable, the share-equivalent will be
remitted to TBI for all dividend pay outs as decided by the BoD of the Startup from time to time.

13.4 This policy shall be reviewed periodically and amendment/revision of policy may be prescribed as and when
necessary.




