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Message

| congratulate PRADAN for developing a FPO toolkit on the promotion & strengthening of Farmers
Producer Organizations (FPOs). The FPOs immense potential in empowering rural farmers, enhancing
their livelihoods, and fostering sustainable agricultural practices is well recorded.

The current status of FPOs in India reflects remarkable achievements and ongoing challenges, Since their
inception, FPOs have emerged as a powerful tool for collective action, enabling farmers to pool
resources, access markets, and negotiate better prices for their produce. This has not only improved
their income but has also instilled a sense of community and solidarity among women farmers.
However, the journey is far from complete. Many FPOs still face hurdles such as limited market access,
inadequate infrastructure, and the need for enhanced governance structures. Therefare, such toolkit will
support to capacitate the development practitioner in various aspects of FPO promotion across the
lifecycle from farmation to early growth and sustainable operations through— supply chain processes,
financial and business modeling, marketing, HR processes, including recruitment and retention of staff,
and compliance needs.

Looking ahead, the future prospects of FPOs are promising. With the growing recognition of the role of
agriculture and horticulture in the national economy and food security, there is an Increasing emphasis
on strengthening FPOs as a means to achieve these goals.

| extend my heartfelt gratitude to the Better World Initiative of Genpact and PRADAN teams and other
partners who have helped develop this toolkit for pramating vibrant and sustainable FPOs, %’
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MESSAGE

The Farmer Producer Organization (FPO) Toolkit is a pivotal resource crafted
to empower Farmer Producer Organizations (FPOs) across the nation, aligning with
the Deendayal Antyodaya Yojana - National Rural Livelihoods Mission (DAY-NRLM).
FPOs are central to our efforts in enhancing rural livelihoods and driving sustainable,
equitable economic growth, enabling small and marginal farmers to attain better
incomes, secure markets, and access critical resources. FPOs have emerged as an
instrumental model for promoting inclusive growth in rural India in recent years.
Through collective action and efficient management, they are a robust platform to
enhance Women farmers bargaining power, facilitate access to advanced
technologies, and reduce dependency on traditional value chains. This toolkit aims
to strengthen the capabilities of FPOs by providing structured, actionable guidelines
on governance, financial management, market linkages, and wvalue chain
development,

By promoting this FPO Toolkit, DAY-NRLM can ensure that FPOs become
more sustainable, equitable, and effective. Stronger FPOs act as a backbone for
income security, fostering a support system where rural women can thrive as
entreprencurs and producers. This initiative is a step towards creating an ecosystem
in which women not only participate in agricultural value chains but lead and drive
transformation at the grassroots. The FPO Toolkit thus embodies a vision of inclusive
development, bringing together resources, knowledge, and capacity-building tools to
support rural prosperity.

I congratulate PRADAN and Genpact for this effort. I am confident that the
FPO Toolkit will serve as a cornerstone in building empowered, sustainable rural
enterprises ncross India, This toolkit will be instrumental in enabling FPOs to achieve
their full poiential, ereating o ripple effect that will enhance rural incomes, foster

resilience, and contribute algnificantly to our mission of a more pmspems\ry
Indin.
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MESSAGE

It is with great pride and enthusiasm that | present this FPO toolkit for the promotion &
strengthening of Farmer Producer Qrganizations (FPOs). This toolkit is a practitioner
manual that is a testament to the transformative potential of FPOs in enhancing rural
livelihoods and strengthening the agricultural value chain.

In 2020, the Government of India launched the Central Sector Scheme for FPO (Farmer
Producer Organization) promotion (under the Ministry of Agriculture and Farmer
Welfare) to provide holistic and broad-based ecosystem support for forming 10,000 new
FPOs. In recent years, FPOs have emerged as a powerful mechanism to address the
challenges faced by small and marginal farmers. The FPOs will help farmers engage with
large markets profitably, besides supporting them in accessing agri-inputs, providing
better technology support, and providing value addition services (processing, packaging,
etc.) to help realize better value for their produce.

The NRLM has been at the forefront of this movement, facilitating the formation and
strengthening of FPOs, especially in underserved regions, to ensure inclusive growth,

The current status of FPOs promoted by NRLM showcases a significant achievement.
Thousands of farmers, particularly women, have come together to form vibrant and
resilient collectives that are not only improving their incomes but also enhancing their
social and economic standing in their communities. These FPOs are successfully bridging
the gap between rural producers and urban markets, fostering a spirit of
entrepreneurship, and creating sustainable livelihoods.

As we look to the future, the prospects for FPOs are promising. With continued support
and strategic interventions, these organizations have the potential to revolutionize the
agricultural landscape in India. Key areas of focus will include capacity building, access
to credit, digital integration, value addition, and Market linkage, which will enable FPOs
to become self-sustaining and scalable entities. The collaboration between government,
civil society, and private stakeholders will be crucial in realizing this vision.



This toolkit provides access to videos, templates, and relevant knowledge materials for
FPO operations. This simple-to-understand toolkit will be a practical and handy process
and steps guide for all Civil Society Organization (CSO)/Cluster Based Business
Organization (CBBO) and other practitioners engaged with FPO promotion. Corporate
and private philanthropies supporting FPOs will also find this a useful document for
project review and monitoring. This toolkit is an asset for the ecosystem that will be
accessible to all provided with customization options.

| congratulate the Better World Initiative of Genpact and PRADAN teams and other
partners PRADAN, for their dedication and hard werk in promoting FPOs and for
bringing out this insightful book. | hope that this publication will serve as a valuable
resource for practitioners, and all those committed to rural development and farmer
empowerment. Let us continue to work together to build a prosperous and resilient
rural India.
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“The FPO toolkit is truly the need of the hour, providing a much-needed single platform that addresses the
aperational needs of FPOs, especially for NGOs and CBBOs. Its practical applicability and comprehensive
coverage of all aspects of FPO promotion and nurturing are highly commendable. At SRITAN, we have
already implemented some of these tools in our FPO operations in Madhya Pradesh with promising results.
We are particularly impressed by the modules tailored for Women Producer Groups, addressing a critical
gap given the current lack of focused literature on this topic. This resource will be invaluable in empowering
agencies to build strong community bases through the formation of Women Producer Groups, effectively
brideing a sienificant gap in the sector”

Cxeety,

Prasanna Khemariya

Chief Executive Officer
SRIJAN

Transform
Rural
India

“The FPO Toolkit is a vital all-in-one solution platform designed to significantly enbance the efficiency and
sustainability of Farmer Producer Organizations (FPOs). This comprebensive toolkit offers practical, data-
driven strategies for optimizing operations, strengthening mariket linkages, and improving governance.
Transform Rural India (TRI) bas partnered with Better World Initiative to implement these innovative
solutions with FPOs in Madhya Pradesh and Jharkhand. The toolkit's user-friendly and adaptable nature
empowers FPOs to male informed decisions, streamliine their processes, and drive sustainable growth,
ultimately positioning them for longterm success.”
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S k Action for Social
Advancement

“Ensuring Iheilhwds with equity and dignity”

"I am pleased to endorse the Farmer Producer Organization (FPO) toolkit developed by PRADAN
in partnership with Genpact, Better World Initiative. This toolkit offers a comprebensive and
practical approach to addressing the critical challenges faced by FPOs in India, particularly in

improving operational efficiency and building sustainable business models. Its human-centric
design makes it adaptable to the needs of small and marginalized farmers, empowering them to

become self-reliant and resilient in today's evolving agricultural landscape. I am confident that
this toolkit will be instrumental in advancing the growth and success of FPOs, contributing

significantly to the livelihoods of farmers across the country.

For Action for Social Advancement

Cigitaly signed by ASHIE

ASHIS MONDAL wonea
Date: 2024.09.27 17ATAT 40530

Ashis Mondal
Trustee




apmas

Greetings from APMAS!

We are delighted that PRADAN, along with Better World Initiative (BWI) of Genpact, bas taken on the
responsibility of developing a comprebensive *FPO Toolkit” Operational Excellence - a toolkit for accelerating
the growth of Farmer Producer Organisations (FPOs)! I am glad APMAS bas played its role contributing to
the development of the FPO Toolkit" We at APMAS had a chance to review the FPO Toolkit and found it be of
high quality with practical & user-friendly tools that are necessary for accelerating the FPOs as viable
business organisations.

PRADAN has long-years of experience in promoting people’s organisations to realise their dreams and
aspirations based on strong cooperative values & principles, In developing the FPO Toolkit, their vears of
experience and learning has been distilled and incorporated making the toolkit rich.

While India has over 50,000 FPOs already formed, their quality is highly variable and many of these FPOs
struggling to emerge as thriving business organisations contributing to the incomes of their member-farmers.
There is a massive need and demand for high quality training, capacity building with necessary tools and
methodologies for the FPO CEOs and Board of Directors to steer their organisations to engage in agriculture
value-chain development resulting in increased farmers' income. While there are a number of training
modules, manuals and toolkits available, this FPO toolkit surely builds on the existing materials and most
importantly is uniqgue as it is based on almost three (3) years of practice using the toolkit with PRADAN
promoted FPOs.

We sincerely hope that FPO promoters, FPO CEOs & Board of Directors and FPO Federations, and other
stakeholders male optimum use of the FPO Toolkit to accelerate FPOs in India fo significantly increase
Sfarmers'income. APMAS being a large promoter of FPOs and also a trainer of many of the FPO promoters,
we will certainly malke best use of this toolkit and will work in partnership with PRADAN for its wider use

Many Congratulations to all those who contributed to the FPO Toolkit!
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Executive Director, PRADAN

Message

PRADAN Is on a mission to enable the most marginalized people, especially rural women, to
earn a decent living and take charge of their own lives. We are active in nine states of India,
adopting both direct and partnership-based approaches. Central to our engagement are
women. We have promated 93 Farmer Producer Organizations (FPOs) as catalysts for rural
transformation.

We deeply believe in the transformative power of FPOs as a collective force for rural
development. FPOs empower small and marginal farmers to overcome market challenges,
access better technologies, and negotiate fairer prices for their produce. By organizing into
FPOs, farmers build social and economic capital, enabling them to take ownership of their
futures. PRADAN remains committed to working hand-in-hand with these organizations,
offering capacity building, technical assistance, ecosystem building, and strategic guidance.
Together, we are fostering resilient communities and creating sustainable livelihoods for
farmers. The future of Indian agriculture lies in collective strength, and FPOs are the way
forward.

The Government of India launched the Central Sector Scheme for FPO promotion under the
Ministry of Agriculture and Farmers' Welfare to provide holistic and broad-based ecosystem
support for forming 10,000 new FPOs. This is a commendable initiative by the Government
to transform agriculture and enhance farmers' incomes. FPO promotion has now become a
central approach to livelihood development, with many donors stepping forward to support
civil society organizations (CSOs) in adopting this approach and benefitting farmers. It is
especizally heartening to see a focus on including women farmers in FPOs, which will help
give them the rightful identity of being recognized as farmers.

While many agencies are engaged in FPO promotion, several operational challenges remain
in establishing and strengthening FPOs. CS0s are at the forefront of organizing and
registering FPOs. However, their staff often come from a development-oriented background
and may require additional arientation in business systems and structures for effective EPO
operations.



To address these challenges, the Better World Initiative of Genpact and Professianal
Assistance for Development Action (PRADAN) have jointly developed this FPO promation
toolkit. In its development, numerous organizations, including APMAS, ASA, TRi, SRIJAN,
WOTR, NAFPQ, and Trickle-Up, have participated and contributed significantly. This toalkit
aims to equip development practitioners with the knowledge and skills needed for FPO
promotion across its lifecycle—from formation to early growth and sustainable operations.
It covers areas such as supply chain processes, financial and business modelling, marketing,
HR processes (including recruitment and retention of staff), and compliance requirements.

This toolkit also provides access to videos, templates, and other relevant knowledge
materials for FPO operations, Designed to be simple and user-friendly, it serves as a
practical guide for C50s, Cluster-Based Business Organizations (CBBOs), and other
practitioners engaged in FPO promotion. Corporate and private philanthropies supporting
FPOs will also find it a valuable resource for project review and monitoring. With its
customizable options, this toolkit is a vital asset for the ecosystem.

We extend our heartfelt gratitude to everyone involved in the development of this toolkit
for promoting vibrant and sustainable FPOs. | am hopeful that it will enable practitioners to
better understand FPO promotion and address associated challenges effectively, | look
forward to its widespread adoption.
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genpact

At BWI, our mission is to empower social organizations to maximize their impact within the communities
they serve. Through this toolkit, we aim fo drive systemic change by transforming the agricultural sector and
supporting the growth of Farmer Producer Organizations (FPOs). Over the past four years, our collaboration
with PRADAN and other livelihood partners has culminated in this valuable resource. We extend our sincere
gratitude to all contributors who bave supported this initiative.

This toolkit is designed to belp FPOs navigate the complex challenges they face, including governance,
[financial sustainability, and decision-making. By providing actionable insights and practical resources, it
supports FPOs in improving productivity, enbancing marlket access, and fostering sustainable growth. The
toolkit combines industry best practices with case studies, step-by-step guides, and ternplates that simplify

processes and encourage hands-on learning.

Our intention is clear: we want to empower FPOs at every stage of development, equipping them with the
knowledge and tools needed fo succeed in an increasingly competitive agricultural environment. This
resource offers structured guidance, and solutions grounded in practical realities, designed to belp FPOs
thrive and contribute to the long-term well-being of India’s agricultural ecosystem.

We believe this toolkit will serve as a valuable knowledge asset for the entire ecosystem, driving
transformative change and sustainable growth. It is our hope that the impact of this toolkit will extend far
beyond individual FPOs, creating a ripple effect across the sector.

With this toolldt, we are not just addressing immediate challenges but laying the foundation for a lasting
systemic change. We have drawn upon our expertise in Lean Six Sigma and design thinking principles to
create a resource that is adaptable, actionable, and impactful.

We are deeply grateful to all our partners for their unwavering support and commitment to this mission.
Together, we are building a stronger, more resilient agricultural sector for India.

Sutanuka Ghosh
Sr. Director CSR (Strategic Programs), Genpact
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Executive Summary

Agriculture contributes 16% of Indian GDP and
employs 43% of its workforce. However, most
farmers in India (85%) are small and marginalized.
To address this issue, the Indian government has
launched the Central Sector Scheme, which
enables the formation and promotion of 10,000
farmer producer organizations (FPOs) through
2028. An FPO is a producer company, agricultural
cooperative, or legal entity enabling small farmers
to work together to enhance their bargaining
power, share resources, and maximize
infrastructure investments. This model expects
members to reduce the cost of procurement,
production, and commission and decrease waste,
which can result in increased income for small
farmers. One aspect critical to the success of the
FPO model is creating a sustainable supply chain.

A report published by the United Nations Food and
Agriculture Organization reveals that India lost
40% of its food production due to faults in the
supply chain. Similarly, a strategy paper published
by the Small Farmers' Agri-Business Consortium,
an autonomous body promoted by the Ministry of
Agriculture, Cooperation, and Farmers' Welfare,
cites fragmented supply chain planning as one of
the underlying difficulties facing FPOs in India.

The present challenging and unpredictable
environmental circumstances and volatile market
conditions have resulted in the agricultural system
coming under increasing pressure to enhance its
operational efficiencies and resilience capabilities.
This is particularly true in the context of
sustainability and growth of producer companies
in India.

There are more than 24000 FPCs in India, One
report published by Azim Premji University in 2022
mentions that most producer companies (65%)
were severely undercapitalized, hampering their
ability to start operations. Those who managed to
start their operations found it difficult to sustain
and grow due to a lack of business acumen and
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expertise and an underdeveloped business
ecosystem. Further, most PCs failed to establish
strong internal governance mechanisms and
comply with regulatory requirements.

Unlike the manufacturing or retail industries,
which have invested in and focused on increased
efficiency in enterprise operations, the Indian
agriculture supply chain and business processes
are unorganized and ad hoc. Poor visibility and
complexities in the processes increase the go-to-
market timeline, impact produce quality, further
adding to pilferage and inventory holding costs,
and cause multiple losses across the value chain.

The FPO toolkit is a joint effort by Genpact, Better
World Initiative (BWI), and Professional Assistance
for Development Action (PRADAN). This toolkit
compiles solutions and processes developed over
the last three years. These solutions are designed
based on the principles of Lean 5Six Sigma (LSS) and
Design Thinking (DT) Methodology. LSS and DT are
the scientific tools applied in manufacturing
industries and service sector companies to improve
efficiency and become cost-effective over the
period. These solutions are designed with a
human-centric approach, keeping FPO
stakeholders (staff, BoDs & farmers) at the center
while designing the processes. Each of these
solutions is tested and implemented by PRADAN
across various geographies. Feedback was captured
from the team, FPO staff, and BoDs, and this
learning has helped BWI and PRADAN refine and
simplify the solutions so that they can be easily
used by FPO staff for effective operations.

This toolkit has 13 modules that cater to the
functions starting from FPO formation, business
planning, and linkages with the market. Each of
these processes embeds data-driven insights that
will help FPOs make decisions as a business, be it
market intelligence, price discovery, etc. In
addition, the toolkit caters to the processes of
support functions such as financial management,




HR process, and capacity building, which is at the
core of any successful business operation. The
processes in each module are designed to consider
the range of the FPPO maturity, from early growth to
sustainable  business. The  toolkit has
implementation guidelines and templates that
implementing agencies can easily customize.

In the end, the focus is given to tracking business
performance, which often is missed out by the
FPOs; the business KPI tracking will help FPOs to
continuously evaluate the health of their

16

organization and make informed decisions on
scale-up, business  diversification, lending
requirements, etc. Teams at BWI and PRADAN
hope this effort will create a pathway for FPOs in
India towards sustainable growth, contributing
towards the economic development of small and
marginalized farmers.




Introduction to Genpact, Better World Initiative

About Genpact

Genpact (NYSE: G) is a global professional services
and solutions firm delivering outcomes that shape
the future. Powered by its purpose - the relentless
pursuit of a world that works better for people -
Genpact serves and transforms leading enterprises,
including the Fortune Global 500, with deep
business and industty knowledge, digital
operations services, and expertise in data,
technology, and Al Today, it operates in 30+
countries with 125,000+ people driven by innate
curiosity, entrepreneurial agility, and desire to
create lasting value for clients.

Genpact's Purpose

Genpact believes in making an impact far bigger
than just the bottom line by amplifying the impact
its clients make on the world while helping workers
prosper, communities thrive, and industries run in
harmony with the environment. Genpact
harnesses the power of technology and humanity
to help - the pioneers and visionaries - reimagine,
reinvent, and create meaningful transformation
that moves it forward.

Better World Initiative, the Flagship Corporate
Social Responsibility Program at Genpact

Better World Initiative (BWI) is Genpact's [lagship
Corporate Social Responsibility program in
partnership with Piramal Foundation., It lends
business digital capabilities and process skills to
the social sector at no cost, to deliver strategic and
long-term meaningful programs helping nonprofits
reach more people and accelerate their impact.
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Launched in 2016, Befter World Initiative
complements the development sector's efforts
with the corporate sector's best practices to drive
sustainable transformation. The program allows
consultants to leverage Genpact's digital and
process expertise to create innovative solutions for
nonprofit organizations that serve as a model for
many other organizations seeking to make a lasting
difference in the social sector.

Till March 2024 program has impacted 22.29
million lives, thru 217 social transformation
projects contributing towards SDGs in the areas of
Gender Equality, Quality Education, Good Health
and well-being, Decent Work and Economic
Growth, & Sustainable Production & Consumption
through partnerships with 130+ nonprofits like
Piramal Swasthya, PRADAN, Mann Deshi, Peepul,
Transform Rural India, End Poverty, Breakthrough
and many more.




Small Holder Farmers in India and the Constraints

Faced by Them

According to the poverty estimates of 2011-12,
about 80% of India’s poor live in rural areas, and
most of their livelihoods directly or indirectly
depend on agriculture. According to the 2021-22
Periodic Labour Force Survey by the NSSO,
agriculture and allied activities employed 59% of
the total workforce in India. 90% of the farmers in
this region are small and marginal, and less than
10% of the land is under irrigation.

The main barriers to improving small and marginal
holders' agricultural productivity are inconsistent
rainfall, insufficient irrigation, poor land
development, refusal to embrace new production
techniques, low-quality inputs that gradually raise
cultivation costs, and a lack of capital. Additionally,
the underdevelopment of market institutions
limits the poor's capacity to engage with the
market more equitably.

The problems of small and marginal farmers can be
classified into the following categories-

» Production constraints - Most of these
constraints involve using conventional farming
methods with little understanding of
production technigues, such as applying the
proper amount of fertilizer and pesticide. Other
issues include not having access to irrigation
infrastructure, high-quality supplies and
services, and a lack of support for

mechanization, especially for women farmers.

+ Marketing constraints are related to output
marketing like primary and higher levels of
processing,  sorting  -grading,  storing,
preservation, processing, lack of refrigerated
vehicle, lack of warehouse cold storage facility,
price discovery mechanism, less demand in a
nearby market and distance to the large
markets leading to high operating cost and poor
price realization etc.

« Institutional support—Small and marginal
farmers need collective support to bargain with
the bigger forces, so they need an institution
like producer group (PG) or farmer producer
organization (FPO). This support also enables
them to harness economies of scale.




Professional Assistance for Development Action
(PRADAN)- The Experience in Rural Communities and

FPO Promotion

PRADAN works in the poorest regions of India to
help vulnerable communities organize collectives
that help people, especially women, earn a decent
living and support their families. Its primary focus
is to help people in marginalized communities
develop their own skills and initiatives instead of
delivering services or solutions to them.

PRADAN works in the central belt of India, which
has the most marginalized communities. These
states are largely tribal-dominated, and the human
development indicators are far lagging, have very
little area under assured irrigation, and are largely
mono-cropped. These areas are also isolated,
remote, and poorly connected to the market. Given
this context, PRADAN has adopted an agriculture
production cluster to address the challenge. The
agriculture production cluster is a market-linked
approach and has 3 main pillars: name farmer
collectivization, synchronized production, and
market linkages. The crops selected are based on 3
important parameters: smallholder suitability,
agroecological compatibility, and  market
attractiveness.
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So far, PRADAN has promoted 115 FPOs primarily in
agriculture, poultry, goat, fisheries, and tasar,
whereas 73% of these are agriculture-based. These
FPOs are promoted with the women farmers to
address issues such as production, marketing,
information, technologies, women's identity as
farmers, etc. Approx. 70% of FPOs are already
reporting profits leading to consistent and stable
income for more than 1.36 lakh women farmers,
maobilized in the FPO fold in the last 3 years.




MODULE1
Prerequisite of FPO
Promotion




One of the best ways to increase small producers’
access to capital, technology, and markets is to
group producers and farmers into collectives. An
FPO is a producer company, agricultural
cooperative, or legal entity enabling small farmers
to work together to enhance their bargaining
power, share resources, and maximize
infrastructure investments. This model expects
members to reduce the cost of procurement,
production, and commission and decrease waste,
which can result in increased income for small
farmers.

To ensure a successful FPO model, it is essential to
identify and establish the factors that influence its
business viability. These factors help lay a strong
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foundation, increasing the likelihood of tuming
producers’ efforts into profitable businesses within
a reasonable gestation period. Key elements
include:

+ Understanding market demand and linking it to

available surplus.
= Assessing the community's preparedness.
« Addressing the need for forming an FPO.

The promoting agency's readiness is critical,
especially regarding continuity and the ability to
offer support after formation. The promoting
agency must perform a study to ascertain the FPO
viability and the effort needed for farmer
collectivization. We now break these efforts down
into four steps:

e
1. 2; Assessing the 4.
Geography —_ Community S Promoting —> Market
Selection Readiness Agency Opportunities
Preparedness
Geography Selection

Determining the community’s need for an FPO
before creating one in any location is essential. This
will assist the promoting agency in initially
selecting the villages and setting priorities
depending on the needs, interests, and state of the
market that are driving the product's demand.

The community needs assistance in determining
which villages are finalized so that producer groups
can be formed. These groups can be formed
provided that the members of the community
practice farming, harvest similar crops, and are
willing to work together to market their produce
and share its benefits,

Before group formation, assessing each Village's
potential is crucial to guarantee a sustainable and
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viable collective. Farmers and producers willing to
join a collective and produce common crops by
participating in this exercise will be more readily
accessible to the promoting agency. Also, this will
assist the promoting agency in determining
farmers' requirements and grow its capacity to
support collectives, whether for market access or
production techniques. As part of this diagnostic
process, some key questions to be answered are:
« Which block/blocks of the district are to be
undertaken?
« Identify villages that will be taken under the FPO
fold.
« Do the farmers in identified villages have a
marketable surplus?
+ Does the identified geography have any village-level
comimunity organizations? Such as SHG, Farmers
Group, etc.




Refer to the evaluation rubric to identifv geography
potential, which helps you evaluate the geography

potential.

Once the districts/ blocks are identified, the
promoting agency needs to develop the village
profile by collecting information on important dat
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01

02

03

04

05

06

07

Economics of Agriculture

Production

Financial Aspects

Risk Aspects

Marketing Aspects

Best Practices

Constraints & Challenges

Refer the detailed data collection format for village
profiles/diagnostic study
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a points such as demography, crop practices,
market accessibility, risks faced by farmers, etc.

Refer to the detailed data collection format for the
village profile/ diagnostic study covering the below
aspects for a village profile-

08

09

10

1"

12

13

Prospects & Opportunities

District Profile

Cluster Profile

Value Chain of Commodity

Gap Analysis

Possible Services of FPO

Evaluation rubric to Data collection format for
identify geagraphy village profile/diagnostic
potential study



Community Preparation

Once the preparedness of geography based on
community needs is assessed, it is necessary to see
whether the community is prepared or not.
Perhaps the survey indicates the need for FPO
promotion considering the economic viability;
however, some important aspects of the
community also need to be understood. In the
background of NRLM, almost all rural areas are
covered by the SHG program.

In that case, a promoting agency can check the
affiliation of individuals to their SHG or similar
institutions, such as members of farmer field
schools. The promoting agency should also check
the maturity of such institutions on the internal
process of conflict resolution, rotational leadership,

responsibility sharing, participatory decision
making, etc.

Assessing the Promoting Agency
Preparedness

The preparedness of promoting agency is the
critical dimension and must be assessed before
taking the FPO promotion work at hand. The
essential nodes of any promoting agency are to be
checked as follows-

« The promoting agency should have clear
articulation behind the promotion of FPOs, such as
why the agency needs to promote the FPO and what
problems the farmers will solve in that area.

* Does the promoting agency have enough resources
and capabilities such as funds, infrastructure, and
skilled persons for the next 2 to 3 years until FPO
stabilizes?

= Any promoting agency must measure the minimuin
time commitment before opting for the FPO
promeotion business.
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Market Opportunities

The diagnostic study needs to be coupled with
market intelligence to match the demand with
available supply in the village; the market survey
would allow promoting agency to prioritize the
commodity and variety and plan the revenue
stream and scale of FPO business based on market
consumption capacity and supply availability.
Refer to module 10 on conducting a survey,
exploring buyers and platforms to assess the
markef opportunities in terms of consumption
capacity, access, buyer quality requisites, etc.

The promoting agencies can make informed
decisions by plotting the above data sets on the
template for a framework for identifving geography
potential, The framework offers suggestive
benchmarks; however, it is subjective and may
vary. There is also a sample report that the
promotfing agency can compile based on the
diagnostic conducted that can be a reference
booklet for the promoting agencies for future
business planning, etc. Here is a sample diagnostic
report compiled by PRADAN for a study conducted
in Bihar,

Framewark for identifying
geagraphy potential

Sample diagnostic report




MODULE 2
Stages of FPO Promotion




The farmers are the basic unit of the FPOs. But it is
important to bring the farmers into some village
level groups before mobilizing them into FPO.
FPOs are the apex bodies of farmers, with Producer
Groups acting as intermediaries between the FPO
and its member farmers. The FPO communicates,
organizes, or undertakes the business at the
producer group level.

There is a possibility that a community has a
collective in the form of SHGs or producer groups
and it becomes a starting point for the promoting
agencies. However, in some cases, the villages
which are economically viable
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Producer Group Promotion

= What is Producer Group (PG)?
« Benefits of PG

+ Formation of PG

« PG Governance by Promoting Agency

.
J

I
FPO Registration

= CA/ CS Registration

« Registration Type & Its
Processes
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and have great community participation, do not
hold any producer group. In this case, setting up a
producer group becomes the starting point for
promoting agencies. The effort to form FPOs
without any informal institution may lead to a lot
of conflict and increase the gestation period for
FPO formation.

In this module, we will explore what a producer

group is, the steps involved in forming a Producer
Group, and the subsequent joumney towards the
formation and registration of an FPO.

FPO Promotion

» Commodity & Business Line
Identification

= BoD nomination & exposure to
FPO

*» BoD Selection

- — ) - —
i
Vision & Mission Building

* Vision & Mission of the FPO




Producer Group Promotion:

Producer Group

A producer group is a self-managed, independent
group of farmers with shared goals and interests.
The members work together to achieve this goal by
pooling their existing resources, gaining better
access to other resources, and sharing them for
resulting production and financial benefits. This is
an informal village or hamlet level collective of
primary producers consisting of 30-50 farmers,
forming a subset of the Farmer Producer
Organisation (FPO).

Mobilizing women's membership in Producer
Groups (PGs) is crucial for inclusive and sustainable
development within local area economy. Women
play a central role in agriculture and rural
livelihoods, yet they often face barriers to accessing
resources, markets, and decision-making platforms.
By actively engaging women in PGs, we can
leverage their unique perspectives and skills to
enhance productivity and group cohesion. This can
be achieved through targeted outreach efforts,
including awareness programs tailored to women's
needs, and by working with existing women's
networks, such as self-help groups.

It gives a platform where farmers generally meet,
plan for agriculture, share their experiences, and
place material or service orders collectively to
FPOS or to any other entity (if required). In simpler
language, it works as an informal nodal entity
between member farmers (shareholders) and FPO,
post its formation. However, in some cases, the PG
also gets involved in financial transactions and in
such cases, the PG keeps basic books of records
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with them. (Refer to module 8 on financial
management; the same can be applied for PGs in
the context of bookkeeping, etc.)

Benefits of a Producer Group- a Building Block for
FPO Promotion

The idea of forming a producer group is to create a
platform for small producers that will enable them
with reliable and affordable access to livelihood
support service and market linkage at the village
level. The producer groups are building blocks for
the producer company; hence attention and care is
needed in terms of institutional development of
the producer groups.

PG formation is a continuing effort for the
promoting agency at first and, after that, for the
FPO. However, promoting at least 10-15 Producer
Groups consisting of 30-50 members each is vital
before forming the FPO. In the context of FPO
promotion, the PGs have two significant roles to
play- First, it will aid in the concept seeding of FPOs
with farmers, as well as bring agreement among
farmers on crucial decisions such as who will be the
BoDs and promoters, the format of registration, and
so on. Second, after the FPO is formed, the PG will
act as a communication channel between the FPO
and member farmers.

Post the FPO formation, the PG will serve as the
FPO's sounding board. It will provide FPO with
feedback on the quality of services. The BoDs can
occasionally attend the PG meeting to receive
feedback on FPO services.



Formation of a Producer Group

The members of the PG belong to the same socio-
economic background. They generally exist in one
or two village boundaries. The process of PG
promotion should start from at least three months
before the registration of the FPOs. Community/

Village resource persons need to be identified and
trained to form the groups.

The basic steps of PG promotion are mentioned
below-

Figure 4
: 1 A 3. 4.
Concept ——  Group Forming —— Regular PG ——> PG Orientation
Seeding & Norm Setting Meetings Around FPO
Concept Seeding

The purpose of concept seeding is to generate the
need of collectivization among the farmers. The
promoting agencies cannot form a successful group
if no one is interested. This can start with a
reasonably informal meeting to educate farmers on
the need and then after gauging interest, the
promoting agency can determine whether it is
worth trying to establish a group. The promoting
agency must follow the below steps to initiate
concept seeding-

= Prepare an initial meeting- Invite those people
involved in developing the original idea such as
the members of Gram Panchayat, Gram
Pradhan and the influential community
members and also issue a general invitation to
other village members who may be interested.

» Choose a venue and a time convenient for most
participants, A local communal building or a
local person's house is best for hosting initial
meetings.

The farmers of one or two villages must be invited
to participate in the meeting. The promoting
agency staff needs to conduct this meeting or
identify trained village resource person for this.
The major goal of this meeting is to pique farmer’s
interest in the FPO and related benefits. The
meeting will conclude with the identification of
primary members of the group and the dates for
the next formal group formation meeting. The
promoting agency may use Flex's, flyers, video
clips as visual aids to bring more clarity to the
farmers. One such video is available is with
NABARAD -
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https://www.nabard.org/FPO/story_html5.html

The sample flyer for PG promotion can be
downloaded here.

The formation of PG groups will eventually lead to
the formation of FPOs by integrating PG members
as shareholder of FPOs. Hence, farmers must
comprehend the investment they are required to
make as a member. Some farmers are hesitant to
join the PG due mostly to lack of information and
clarity on the advantages of PG. As a result, one
meeting may not be enough, and two to three more
meetings may be required before the formation of
the PG to bring all the farmers on the same page.

Group Forming and Norm Setting

When 20-30 farmers are ready to come together,
the promoting agency can form a PG with the
farmers, The farmers will jointly decide name of
the group, meeting date and place, basic norms,
account opening resolution (if required) etc.

Even though the idea of a PG is that everyone
works together to address their common issue, the
group will probably still need to elect a group
leader and to assign responsibilities such as
managing meetings, recording meeting notes,
bookkeeping and record keeping.

Sample flyer for FPO
concept seeding




group and the initial preparation, informal
leadership is likely to form naturally. The people
who come up with the idea for the group will
automatically start the process. The activities in
this process will likely include gauging interest,
initiating discussion, preparing, and chairing the
concept seeding meeting. During the group
formation meeting, the leadership should be
formalized by nominating and voting candidates
into the required positions. The initial leaders do
not necessarily have to be voted into the formal
leadership positions later for the FPO.

—

Figure 5

Formalise group name
and prime commodity

Confirm membership list

Choose leadership/
coordination/management

Develop operational plan

Gradually, the ownership of the meeting must be
transferred to the producer group; the group must
be oriented on collectively deciding the venue of
each meeting and discussion points and then
documenting each meeting with follow-up action
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Regular PG Meetings

Producer Group, also known as Farmers Interest
Group (FIG), is an integral part of FPO. To ensure
PG is an agile group and caters to the needs of the
member farmers, it must ensure regular meetings
to discuss needs, provide support, etc. The
promoting agencymust facilitate the initial
meetings. It is ideal to hold these meetings
monthly; this will help farmers feel connected to
the association and gradually transition into
becoming members of an FPO.

The following is a list of activities that can be
undertaken during the first meeting of PG:

Set and collect fees

Discuss and begin to
design of bookkeeping
system (if required)

Discuss and begin to
design regulations
(sample here)

Agree on meeting
documentation including
minutes and agenda

points. Below are the suggested topics for PG
meeting discussions that can be selected based on
the agriculture cycle-

Sample of PG
Mesting Resolution



Table 1
Phases Suggested Discussion Topics for PG

« Discussing the potential crop for the season
« Weather dependency on the crop
Crop Planning « Credit requirement of farmers
« Seed and other input availability for member farmers
« Farmers knowledge and need of crop insurance
+ Various production technigues- PoP, facilitated by the
promoting agency

« Plant health- intensity of infestation

Production + Availability of fertilizers, Equipment

« Produce handling, quality management facilitated by the
promoting agency
Harvesting « Labour availability
= Availability for equipment and harvesting machinery
= Collective storage/warehouse for PG

. + Discussion on prices and volume
Post Harvesting - Discussion on sorting grading techniques

« Review of amount of business done by each member
= To generate feedback on FPO services

+ To discuss the best-practises in agriculture

= Women role in agriculture.

Off season

Below are the process steps for PG meetings that by the community resource person/promoting
need to be followed by the PG, initially supported agency-

Table 2

Process Community Field Resource Person Promoting Agency
Finalize date « Discuss & finalize dates of meeting with PG Need based
& place for representatives across targeted villages monitoring by
meeting » Communication will be done via home visit/ promoting
phone calls agencies
Conduct + Facilitate the meeting and prepare an -do-
meeting agenda of discussion along with FIG/
PG members
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Promoting Agency

Process Community Field Resource Person
Prepare » Facilitate the representatives in preparing NA
minutes of minutes of meeting. In case members are
meeting illiterate, field resource person to write
the minutes and share with members
verbally and get signed by all members.
PG orientation around FPO

The promoting agency needs to facilitate the
discussion for PGs to identify the existing gaps and
opportunities in the current farming practices. The
farmers then will map the roles and responsibilities
of PG and FPOs to address the gaps. For an
example, FPO will support member farmers to
provide timely and quality input at low/ reasonable
cost and to ensure production on quality
parameters will be the responsibility of the
member farmers.

Farmers need to understand their role as a
shareholder as well (Please refer module 3 and 11 to
know the members KRA and Rights) to refer
shareholders/ members role in the FPO). The
member farmers are not mere customer but the
owner of the FPO comes in realisation. The basic
governance and operational structure of the FPO
will be shared in the meeting. The PG will identify
two potential members as a promoter of the
company based on the criteria as follows-

Eligibility for being FPO promoter/BoD

* The member should be the active members of SHG
or any community-based institution,

» The age of the member should be between 18-45
years.

* The members should be an active farmer.

« She/he should have functional literacy.

+ [tis preferable that 5/He should not be leader of any
other CBO such as VO, CLF, BLF FPO.

« Avoid PRI/ Government officials/ frontline
functionaries such as schoolteacher, ICDS workers
etc. as promoters,

« Motivated and ready to give time to learn and to
extend the leaming with fellow members.

» The marginalized sections such as backward,
schedule tribe, schedule cast and especially abled
people should be prioritized,

PG Governance

Regular meeting of PG is critical for a continuous
growing PG group, the promoting agency must
ensure to facilitate the initial meetings, gradually
this can be managed by the PG leaders. However,
some of the important elements that would ensure
the quality of PG meetings and the follow up
actions done by the members. The promoting
agency must review attendance of members in
each meeting, the frequency of meetings, topic
discussed and follow- up action taken by the PG.
This will ensure the continuous engagement of PG,
despite ownership transferred to the group
members and leader of the PG.

Refer to the template for PG meeting tracker that
can be maintained by PG/Promoting agency for
ensuring continuous engagement with the
producers through the PG platform. The tracker
helps the promoting agency understand the
growth in members count, how frequently and
actively group is engaging to discussion on various
topics, help each other with access to information
on FPO activities and if there any challenges that
the promoting agency must address. The template
also helps to collate the topics that are frequently
discussed within the group.

PG Meeting Tracker



Template for PG Meeting Tracker

fable 3
SrNo. Mame of Nameof Mameof Totalno. Growthin Meeting Dateof No.of %oef Noe.of %ef Durat Meelfing
FIGIPG the PGIFIG ol % of Conduc meeting members attend- member Particip ionof minutes
village Represen- members members:  ted attended ance actively afion meeling submit
tative in FIG: participa ted to
tied FFO
1 20 Yes 8 40% 8 40% <30mins  Yes
2 24 Yes 15 63% 10 42%  <30mins Yos
3 15 Yes 0% 0%
4 13 Yes 0% 0%
5 Yes 0% 0%

Farmer Producer Organization (FPO)
Formation

After the FPO catchment reaches a critical number
of PGs (10-15), the parallel activity to form the FPO
should begin. Prior to registering for the FPO, some
crucial tasks must be completed, village resource
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persons need to be identified and trained to form
groups,
The basic steps of PG promotion are mentioned
below-

1 . 3.
Commodity 3 Revenue/ ) BoD
ldentification Business Stream Momination
Identification
p |
| -
4. 5
Exposure —> Selection of
Visit for Potential BoDs
BoDs
Commodity Identification on the following parameters:

There are varied commeodities that exist in a
geography. The new commodity can be brought
and introduced to the community by the FPO. It is
always advised, nevertheless, that the new FPO
begins with the current product rather than a new
one. Many factors influence the choice of a
commodity.

The FPO could identify 2-3 crops or products based
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+ Area under the crop of all the farmer members

+ Production of the crop

« No. of primary producers involved with the
commodity

» Opportunities for reducing the cost of cultivation/
production.

+ Opportunities for increasing the yield



» Opportunities for marketability of the produce
with better quality

» Opportunities to sell the produce in a manner
or form to enhance the net earnings of the

= Any others that may be relevant and specific to a
given crop and in the area of operation of the FPO

The diagnostic study mentioned in data collection

farmer member. format for village profile /| diagnostic study and
« Sustainability of the business activities related market study tool will provide the data for the
to such crops for the FPO above questions, The FPO can use a decision rubric
» Ease of obtaining the necessary licenses or by assigning weightage to the above variables and
approvals. score the commodities on the set benchmark. The

= Investment required - both as fixed capital and

worlking

lable 4

capital

and expected marginal

incremental returns on the investment.

customized the rating criteria based on the crop.
The below table is an example of maize

Sr No. Parameters Rating Weightage Rating (sample)
1 Area under 1 - Less than 100 acres 10 2
the crop 2 - 100-500 acres
3 - More than 500 acres
2 Yield 3 - Less than 20 Q acre 10 2
2 - 20-30 Qyacre
1 - More than 30 Qfacre
3 No. of 1 -Less than 100 10 2
primary members
producers 2 - 100-200 members
3 - More than 200
members
4 Input 3 - Supplied by Govt. 10 2
availability 2 - Available with farmer
1 - Available at market
5 Status of 3 - No processing & 10 2
grading & grading
processing 2 - Minimal processing
for sales 1 - Advanced processing
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Continued to the next page

Data Collection
Format for village

Crop Selection
Framework

profila/diagnostic

study




Sr No. Parameters Rating Weightage Rating (sample)
6 Avg. 3 - Less than 10K 10 P
expenditure 2-10K 10 20 K
per acre 3-20Kto 30 K
T Avg. income 1 - Less than 10 3
per acre Rs.10.000/acre
2 - Rs,10,000-20,000/
acre
3 - More than Rs,
20,000/acre
B Source of 1 - Salein the village 10 3
marketing 2 - Govt procurement
3 - Established trader
netwaork
9 Availability of 1 — Available within 10 10 3
storage Km
facilities / 2 - Available within 10 to
transport 20 Km
3 = Available at more
than 20 Km
10 Perishability 1 - Highly Perishable 10 3
2 - Mild Parishable
3 - Low Perishable
Total 100 24

Source: httpnirdpr.org. infnird_docs/CAS/Practitioners % 20Guide % 20for%208usiness % 200evelopmentte 20 Planning¥s2

0in%20FPOs-n, pdf

Revenue/Business Stream Identification:

One commodity can have multiple revenue
streams associated with it, including the sales of
raw produce, services, primary processing, and
agricultural inputs. Every revenue line has a
different initial investment and a different risk and
profit profile. The risk vs. gain associated with each
line of business and target customer section is
shown in the following illustration.
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Depending on capital, resource availability, and
willingness to take risks, the FPO can select the
commodity(ies) for its business. The number of
revenue streams will be closely correlated with the
commodity that the FPO chooses from the
prioritized crops. Using the commodity selection
rubric can help the FPO ensure that its selection
approach is logical and well-reasoned.




Revenue/Business Stream Decision Making Visual Chart

High Risk Processed
product —
Agri-Output ~ With own
Business packaging : :
after and Targsted Customer
secondary/ branding
tertiary Retailer
FHDE.HSEII'IE
Self Preduce  (changing the
agri-input form like Big companies
Business paddy to rice) regionalterminal
{organic, markets
. fertilizer,
Agri-Output e
Business .
After Primary J::ZILTL;#' Farmes
Processing sapling, ete) —
(sorting, Big companies
Service grading, regionaliterminal
Business cleaning, markets
{Pesticide primary
Spraying, packaging
Ploughing etc) Farmaor
Agri-Output  #tc with
Business  Tools Local/Regicnal
{Aggregat di
ion & Sale iyt
Agri-input ©f Raw
Business Produce Farmer
[Seed,
Fertilizer, p—
Low Risk Pesticide}
Low Gain High Gain
Low Investment - Low Risk Low Moderats Investment - High Investment - High
Gaimn Moderats Risk Moderate Gain Risk High Gain
Board of Directors Nomination

A central-level meeting is done with the nominated
PG members for the FPOs. With the nominated
member, the discussion on the need of the FPO is
done. The roles and responsibilities of the directors
is well explained in the meeting. After listening to
this complete discussion, they then nominate
potential farmers as BoDs. The number of the
potential farmers are subject to the type of
incorporation, The number of BoDs for FPC ranges
between 5-10 and in case of a cooperative, it is 11. It
is advisable to keep the nomination of more
members (with the margin of 3-4 extra members)
to avoid any issue of dropout.
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The members will be informed about the
registration steps. It will include the details of the
type of incorporation, necessary documents and
estimates of expenses. The meeting will end after
agreeing on the next date for the exposure visit
within a week's span.

For a sample, refer to the template of process of
nomination meeting and the reference materials.
Refer to the module 2, eligibility criteria for the
BoDs and refer to module 3, setting up the FPO
Governance for the role and responsibilities of
BoDs.

Process of
Nomination maeeting
and reference
material for BOD




Exposure of Nominated Members:

The promoting agency must set up an exposure
visit that allows the nominated members to engage
meaningfully with the BoDs of a functioning
Producer Organization, allowing them to
experience and comprehend the business. The
nominated members can make a well-informed
choice on whether to pursue the role of FPO board
of directors

Selection of Board of Directors:

There is a chance of dropouts after the exposure
visit. In case there are more than the required
number, the group of nominated BoDs can take
consensus or election to finalize the BoDs. The
selected BoD members will then be informed about
the KYC documentation (Refer to the following
section to find the checklist of KYC documents)
and the final date of submission of the papers.

FPO Registration
Once the BoDs are identified and the primary
commodity and revenue stream are selected, the
promoting agency must initiate the FPO
registration process.

CA or CS Identification

The promoting agency must hire a company
secretary to register the firm and respond to the
due diligence queries. Additionally, chartered
accountants are brought in to perform the
company's statutory audit of the accounts and
compliance with IT, FSSAI GST, etc,, at a later stage.
Regarding registration costs, specific fees for each

step, , based on registration type—such as obtaining
a director identity number, name assignment, or
digital signature certificate (DSC)—must be paid to
the MCA; the CS will include this in his/her service
charges.

Before employing the services, the promoting
agency can obtain quotes from at least three CSs
and compare them. Verifying the CS's experience in
the FPO registration procedure is crucial and must
be factored in while onboarding a CS.
Inexperienced CSs frequently make things more
difficult and can delay the process due to the back-
and-forth of documents, during the registration
PIrocess.

Type of Registrations

The preferable formats of the FPO registration are
cooperative and the FPC Section 465(1) of the
Companies Act, 2013. Institutions registered as
cooperative societies and producer companies
have legal provisions for sharing profits eamed by
the FPO through dividends. Other legal forms, such
as trust and society, do not explicitly provide for
profit sharing. However, the FPO can offer better
prices for the produce it procures from the
members, thus benefiting the latter. Similarly, it can
procure inputs/raw materials in bulk and sell to
members with low margins. Such activities are
permissible for FPOs under all legal forms, A
comparative chart of important features of
Cooperative Society and Producer Company is
given below:




Table 5
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Differences between a co-operative and a PC in India

Feature

Reqistration under

Membership

Frofessionals on
board

Area of operation

Relation with other
entities

Shares

Member siakes

Voting rights

Resarves

Profit sharing

Role of
gavemment

Co-operative

Co-op Societies Act

Open ta any individual or
co-operative

Mot provided

Restricted

Only transaction based

Mol tradable

Mo linkage with no. of
shares held

One person one vote but
RoC and government have
veto power

Can be created if made
profit

Limited dividend on capital

Significant

Source: Kumar, et al, 2007: Mondal 2009; and NABCONS, 2011.

Producer Company

Companies Act

Only to producer members and their
agencies

Can be co-opted

Throughout India

Can form joint veniures and alliances

Tradable within membership only

Articles of Association can provide
for linking shares and delivery nghis

Only one mamber one vote and non-
producer can't vole

Mandalory lo create reserves

Based on patronage but reserves
rmust and himit on dividend

Minimal

Continued to the next page
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Feature

Disclosure and audit
requirements

Administrative
control

External equity

Eorrowing power

Dispute sattlemeant

Income tax rebate
under Income Tax
1961

Relaxation from
income lax

Provision for
distribution of
income

Lease out of govt
land

Cantral seed
subsidies far
production &
markeling

Co-operative

Annual report 1o
regulator

Excessive

Mo provision

Restricted

Through co-ap system

Section 80P of the
Income Tax Act for
providing exclusive tay
rebate to cooperative
socielies

Income up to Rs.1 lakh
is also free from tax if it
is earned other than
activities menticned in
point no. 1

There are different
provisions for
distribution of Income in
different weliare heads
which is non- taxable

Provision made at govt.
revenue department for
lease out govt. land at
vary low rates

Eligible for all govt. seed
production, distribution, and
marketing subsidies under
differant schemes like
ISOPAM, NFSM, REVY etc.

Producer Company

Wery strict as per the
Companies Act

MNone

MNo provision

Many options

Through arbitration

All income |s taxable
@0.302, The rate is
subject to change as per
IT guidelines

Deduction of 100%
business profit as per
sec B0PA of Income tax
acl. But MAT are
payable @15 %.

Dividend can be
distributed

Mone

PCs are not eligible for
such subsidies

Contd (o the next page




Feature

State support

Allotment of
fertilizers

Allotment of breeder
seads which is
regulated by govt.

State govt. pelicy to
support such
initialives

Mandi (APMC) Tax

Co-operative

State govt. Is supporting
several cooperatives support
celis like Beaj Maha Sangh
providing all kinds of

logistics, production, training,

and marketing support to
seed cooperatives, while
MARKFED is another such
federation supporting
primary cooperatives

Cooperatives are eligible for
fertilizer allocation through
State Marketing Federation
{(MARKFED) which is the
authorized body of stale
government to get allocation
and distribution through
member cooperatives

Allatment of breeder seed Is
orly made to central & state
seed producer agencies like
NSC, state seed
corporations, and
cooperatives like IFFCO &
KRIBHCD and all state
seeds cooperative through
federations like Beej Maha
Sangh

Number of policies are
available at every stale &
central level

Cooperatives are exempted

FPO Registration Under Companies Act

Producer Company

Mo such suppori is
avallable for PC. In fact,
membership of those
federations is not open
to PC even if they want.

It is not available for PC.
MARKFED is not open
for membership fo the
FC

Mo such provision is
available.

To some-extent in M.P,
no other states have any
policy an PC.

Mo such provision

Section 465(1) of the Companies Act, 2013
mentions that "The provisions of Part IX A of the
Companies Act, 1956 shall be applicable mutatis
mutandis to a Producer Company in a manner as if
the Companies Act, 1956 has not been repealed
until a special Act is enacted for Producer
Companies,”

The current Producer Company Act is a hybrid of
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cooperatives and companies. While it retains all the
essential features of a cooperative, it incorporates
the prudence of company law and its transparent
regulatory processes in a simplified way. The
registration process under the Company Act has
been described below. The company secretary/
chartered accountant will help complete the
registration process.



= Apply for Apply for
Watgte 5 (o 3 Gom
signature name
Issuance of .
File for Prepare the
cortificate of €— ..ooration € MOA&AOA
incorporation
Meeting the Criteria
« A minimum of 10 producers are required to form » The documentation is mentioned as per the MCA
the FPO. requirement. Check for any updates on
+ Orat least two producer institutions required. www.mea.govin at the time of registration.,
« Out of 10 members, 5 are Directors
« Minimum capital of 5 1akh rupees. (Better to Apply for Digital Signature

registered with 15 lakh authorised capital to get the
maximum benefit)

Documents Required
» Valid PAN & photo required for each & every director
and shareholder in FPC.
« 1D proof- Voter card/AADHAR
» Address proof- bank statement,
electricity bill
« Producer proof- Khasra khatauni/ sarpanch letter

mobile bill,

F.‘:.r-a.' = 9

Obtain the digital signatures of all the nominated
directors and promoters, who will affix DSC on all
the documents to be submitted to the Registrar of
Companies (RoC) online on behalf of the company.

Here is the link to the MCA site that can help you
with the process of digital signature application
along with the list of certifying agencies- htips://
www.mca.gov.in/Ministry V2
certifyingauthorities.html

Select 10 Fill the DIR-3C
leaders from c:;ﬁc:r::::r forms on the Filled form to
the cnn'}munlity — card, AADH AR, — MCA portal — be S:Pfli“i!:!!d to
at?. mémg'l::nﬂr address proof- www“,rr:ma.gwl:tm certi n::a; ion
e Bo electricity bill (with suppo agencies
promoter from C3)

Flease note that the digital signatures of all the BoDs
and promoters must be obtained before starting the
registration process.
+ [t is necessary for a company to authorize a person
to sign the registration application and documents.
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« DSC has a one-year validity in general
« The fee for issuance per DSC is INR 1500/- and this
can be paid online while applying.



Apply for the Company Name

Choose a maximum of 5 names for the Producer
Company in order of preference. The selected
names should have "farmer producer companies”
at the end as it is registered as a private company.
Therefore, the name selected should reflect the
company's business purpose, and therefore, farmer
producer companies need to be suffixed with the
selected name. The INC1 form needs to be filled
online to apply for the FPO name. here is the link

|;-__|I I\.ll |I IIII ‘- I! r ]

Select in order of Ensure that the

MCA portal for accessing forms-
https://www.mca.gov.in/mca/html/mcav2 en/
home/mcaservice/efiling/
companyformsdownload/
companyformsdownload.html

In order to check the name availability, one can
visit the MCA website to find the available names,
under the MCA services tab. Once the name is
available, a letter is received from RoC.

Apply to the

preference, at name does not aﬁgﬂzgiﬂ&tym:n concerned RoC
least one suitable resemble the sy to ascertain the
name up to a . name of any ’ the r::_':;f"" > availability of
maximum of 5 other registered P ; name in e-form
names company WEVEIISR: ARy AT
Preparation of MoA & AcA

Once the name is approved, the documents
required are the MoA & AoA. The purpose and the
structure of the documents are given below-

Memorandum of Association (MoA)

A Memorandum of Association (MoA) represents
the charter of the company. It is a legal document
prepared during a company's formation and
registration process. It defines the company's
relationship with shareholders and specifies the
objectives for which the company has been
formed. The company can undertake only those
activities mentioned in the Memorandum of
Association.

As such, the MoA lays down the boundary beyond
which the company's actions cannot go. It is a
foundation wupon which the company is
established. The MoA details the company's entire
structure. Refer to the sample copy of MoA.

Article of Association (AoA)

The company's Articles of Association (AOA)
contains its rules or bylaws and regulations that
control or govern the conduct of its business and
manage its internal affairs. The AOA is subordinate
to the MOA of a company and is governed by the
MOA. Every company must have an AOA as it plays
a vital role in defining its internal rights, workings,
management, and duties. The contents of the AOA
should be in sync with the MoA and the Companies
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Act of 2013.

Contents of ACA

= Details regarding the share capital

= Details of the director's qualifications, appointment,
powers, remuneration, duties, etc.

+ Rules regarding company dividends and reserves

» Details regarding company accounts and audit

« Provisions relating to the company's borrowing
powers,

= Provisions relating to conducting meetings.

» Process of winding up of the company

File for Incorporation (INC32)
Once the name is approved, details concerning the
company's registration must be drafted in the
INC-32. It is a simplified proforma for incorporating
a company electronically. The details in the form
are as follows

» Details of the company

» Details of members

« Application for DIN

- Application for PAN and TAN

+ Declaration by Directors

Sample copy of MoA Sample copy of Aok




The form can be filled in online through
www.incagov. in by an existing registered user.
This can be done with the help of a registered CA/
CS. A new user can also create a new account to fill
in the information. If the FPC doesn’t have an email
ID, they need to create a valid email ID before
creating an account.

Filing of e-MoA (INC33) and e-AOA (INC34)

The MoA and AoA drafted during the application
process need to be filed on the MCA website along
with the above documents.

If a BoD member has signed the MoA and AoA in
Hindi, then an INC 7 affidavit must be submitted.
The affidavit can be simply typed/written on a
paper with the reason for signing it in Hindi along
with the subscriber's signature for the verification
process. The same is submitted to the CS/CA for
filing purposes.
+ Power of attorney favors a consultant to authorize
him to make necessary changes in MoA and AocA as
required by the RoC.,

.'I:I':LJ"' ire 11

The MCA portal also provides a video guide for the
online registration process- https://
www.mea.gov.in/content/meca/global/en/about-us/
video-gallery html

Issuance of Certificate of Incorporation

Post approval of the documents mentioned above
from the Ministry of Corporate Affairs, the PAN,
TAN & certificate of incorporation will be issued.
Now, the FPO must open a current account using
these documents. Obtain the certificate of
commencement in INC-21. After completing the
course, you can check with the MCA portal for a
certificate of commencement after 15 - 20 days.
You can download the certificate if it's available
under the registered ID. One can also contact the
company secretary to obtain the certificate of
commencement after completing all the due
processes,

Timeline & Fee

10 Days 15 Days 2 Days
Documents e —3 Company name
arrangements Digital signature approval
|
Y8 Daye |s§3 aDnE::};snf
MoA & AoA —>
preparation .cerﬂﬁcate'af
incorporation
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The total cost of producer company registration,
including government and professional fees starts
at 25000k and it may vary from one state to

Table 6
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Particulars

Application for
rname ol the PC

Digital signature of
10 BoDs

Registration/Filling
fees (preparation)

Feas of chartered
accountant or
company secretary

CA certification

Affidavit expenses

RoC fees for
incorporation

Stamp duty of the

respactive state® (MP)

Share transfer fees

and processing

Mizcellaneous

GST

Total

Item of Expenditure

Fees

Fees

MoA, AoA, Form-1,

Form-18, Form-32

Consultancy Charge

Fees of Notary

another. The below table is an indication around
the fee incurred during the registration process.

Total Amount (Rs)

Rs 1000

Rs 15000

MNA

Rs 10000

Rs 1500

Rs 500

Rs 304

Rs 6500

NA

Rs 2000

Rs 1800 (18% of the consultancy fees)

Rs 38,604




Documents Required

3.5l

Sperimen sguntore  (binnk
decumment  owith  sigiahim
fdirectors anlyi)

s —— Passport Size Photo
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Scanned Copy of Voter ID/
Aadhar Card

Documentation Checklist

* PAN & photo - PAN card and photo are required for
every director and shareholder in India

«» 1D proof - Anyone of the following: Aadhar card,
voter id, driving license & passport

* Address proof - Anyone of the following: Bank
statement, mobile bill, electricity bill, landline bill

+ Produce proof - Land record (khasra/khatauni)/ [TS/
with agriculture income/sarpanch letterfany other
proof that can be provided person as producer

» Mobile number - Must be linked with Aadhar card

+ Email Id - Must have email ids for all subscribers

FPO Registration Under Co-operative Societies
Act

To be a legal entity, under cooperative FPO must be
registered under any cooperative societies act,
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Scanned Copy of Lastest
Bank Statement/Telephone
or Mobile Bill/Electricity or

Gas Bill

Note: Any one of the directors must self attest the first three documents

including mutually aided or self-reliant cooperative
societies act, by whatever name it may be called of
the state/UT concerned or under the multi-state
cooperative societies act of Government of India.
Each state has its regulations regarding registration
under the Cooperative Act.

There are seven principals that every cooperative
FPO must follow-
* Voluntary and open membership

Cooperatives are voluntary organizations open to all
persaons capable of using their services and willing
to accept the responsibilities of membership
without discrimination based on gender, social
inequality, racial, political ideclogies, or religious
considerations,




-

Democratic member control

Cooperatives  are  democratic  organizations
controlled by their members, who actively
participate in decision-making and setting up
policies. Elected representatives of these co-

+ Concern for community
While focusing on the needs of their members,
cooperatives work for the sustainable development
of communities through policies accepted by their
members,

operatives are responsible and accountable to their

members. Below are the steps for registering an FPO under a

« Member's economic participation cooperative in the state of Jharkhand. The
Members contribute equitably and democratically to  procedure and structure may differ in other states,

control the capital of their cooperative. At leastapart  so verifying is necessary.

of the surplus arising from the economic results

would be the common property of the cooperatives. . .
Members usually receive limited compensation, if ;ﬁ:ﬂeﬂi} Reglster X20"Under Co-opessiive
any, on the capital subscribed. The remaining

surplus could be utilized to develop theit Generalsteps

cooperative, possibly by setting up reserves, part of . Requirement of a minimum number of members as
which would at least be inseparable, and suppaorting the Cooperative Society Act of relevant state

other activities approved by the membership. permits, may apply for registration of Cooperative
FPO
Autum:-m.}f and indes + - Forming a Provisional Committee and electing a
Cooperatives are autonomous, self-help

chief Promoter amongst them- A provisional
committee is a group of farmers who come together
to establish and organize the FPO. This committee is
responsible for laying the groundwork for the
formation of the FPO and ensuring that it meets the
requirements for registration and operation.

organizations controlled by their members, If
cooperatives enter into an agreement with other
organizations, including the government, or raise
capital from external sources, they do so on terms
that ensure their democratic control by their own
members and the maintenance of cooperative

AROTY: The provisional committee typically performs
+ Education, training, and information several key functions, including:

Co-operatives provide education and training to « Formation: The committee works to bring together

their members, elected representatives, and interested farmers and stakeholders in the local

employees so that they can contribute effectively to community to form the FPO. They may organize

the development of their cooperatives. They also meetings. discussions, and awareness programs (o

miake public, distribution, young people, and leaders garner support and participation.

aware of the nature and benefits of co-operation. * Documentation: The provisional committee is

, . tasked with preparing the necessary documentation

* Cooperation among couperatwe’a for the registration of the FPQ. This includes drafting

Cooperatives serve their members most effectively the bylaws, articles of association, and other legal

and strengthen the cooperative movement by documents required for incorporation.

working together through available local, regional,
national, and international structures,
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Registration: Once the documentation is prepared, the
provisional committee facilitates the registration
process with the appropriate authorities, such as the
Registrar of Companies or the relevant agricultural
department at the state or national level,

+ Interim Management: During the initial stages of
formation, the provisional committee may also serve
as the interim management team of the FPO until
formal elections are held for permanent officer.

» Capacity Building: The committee may organize
training programs and capacity-building initiatives
for members to enhance their skills in agricultural
practices, marketing, financial management, and
governance.

« Networking: The provisional committee establishes
connections with government agencies, financial
institutions, input suppliers, buyers, and other
stakeholders to facilitate support and collaboration
for the FPO's activities.

Once the FPO is formally established and registered, the
provisional committee may ftransition into the
govermning body or Board of Directors, or it may be
dissolved depending on the organizational structure
putlined in the FPO's bylaws.

= A name for the society must be selected. After that, an
application must be made to the Registration
Authority for name reservation, and a letter to that
effect must be obtained confirming the name
reservation. The name, once reserved, is valid for
three months.
= Preparation and adoption of bylaws to regulate the
internal affairs of the FPO. The bylaws contain the
following information:
» The rules and regulations that govern and maintain
the day-to-day activities of the proposed FPO.
» Objectives of the FPO and services to be rendered to
members.
« Value of share and authorized capital of FPO.
+ Conditions of membership of FPO.
+ Rights and duties of members and officer.
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= The details about the meetings that will be held
in the future.

» Constitution of the managing comimnittee

= Extent of liability of the FPO

« Ways for the dissolution of the FPO.

Collection of entrance fees and shared capital
from all the prospective members of the FPO
Opening a bank account in the name of the
cooperative FPO, depositing the collected
entrance fees, and sharing money in that
account. Also, procuring a certificate to this
effect from the Bank.

The application for registration of the society
should be submitted to the Registrar of
Cooperative Societies for the relevant district/
died.

The documents to be submitted for registration
are as follows:

Form No. A quadruplicate signed by 90% of the

promoter members.

List of promoter members with their PAN card

and address proof

FPO oifice address proof

Bank Certificate

The cover letter clearly mentions the objectives

and purpose of the FPO and is duly signed by

every promoter member.

4 copies of proposed bylaws of the society.

MoA

Proof of payment of registration charges.

= Other documents like affidavits, indemnity

bonds, and any documents specified by the
Registrar also must be submitted.




« The Registrar will enter the particulars in the
application register maintained in Form "B;” give
the serial number, and issue a receipt in
acknowledgment of the same.

= On registration, the Registrar will notify the
society's registration in the Official Gazette and
issue a Registration Certificate.

Timeline and Fee for the Cooperative Registration-

The fee to register a Farmer Producer Organization
(FPO) under the cooperative structure in India can
vary depending on various factors, including the
state in which the FPO is being registered and the
specific requirements of the registering authority.
However, to provide a general idea, here are some
potential fees involved in the registration process:

» Registration Fee; This fee is charged to register the
FI'O as a cooperative society. The amount can vary
from state to state but typically ranges from a few
thousand rupees to several tens of thousands of
rupees,

« Stamp Duty: Stamp duty may be applicable on the
documents required for registration, such as the
memorandum of association. The stamp duty rates
vary by state and are typically based on the value of
the documents.

« Legal and Professional Fees: You may also need to
pay legal and professional fees for services such as
drafting the necessary documents, filing paperwork,
and obtaining legal advice,

» Other Charges: There may be other miscellaneous
charges involved in the registration process, such as
notary fees, publication charges for publishing
notices, and charges for obtaining various
certificates.

It's essential to consult the relevant cooperative
department or registrar of cooperative societies in
your state to get accurate information about the
specific fees and requirements for registering an
FPO as a cooperative society. Additionally, seeking
guidance from legal or financial professionals
familiar with cooperative registration processes can
help ensure compliance and smooth registration.

Timeline
Since Cooperative Society registration is a state
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matter, the timeline may vary. However, it may take
45-60 days to complete the formalities and receive
the certification.

Online Registration for Cooperatives

Every state offers online registration as well; below
are the examples from Jharkhand, Chhattisgarh,
and Gujarat -

hitips:/res.emjarat. eovin/how-to-register-a-co-
operative-society. htm
https://khadya.cg.nic.in/paddyonline/
socregistration/User login.aspx

Vision and Mission Building

A well-articulated vision and mission statement are
critical to the success and longevity of Farmer
Producer Organizations because they inspire
stakeholders, provide strategic direction, and
gstablish credibility and confidence among
stakeholders.

A vision statement looks forward and creates a
mental image of the ideal state that the
organization wishes to achieve. It is inspirational
and aspirational; FPO must envision the impact
they want to have on farmers' lives, agriculture
practices, and communities. FPO must engage key
stakeholders, including members and community
members, to gather their insight and perspective to
ensure inclusivity and alignment, The vision
statement must be clear, concise, and easy to
understand. Questions to consider when drafting
vision statements might include:

« What problem are we seeldng to solve?

» Where are we headed?

» How do we balance our aspirations with practical

considerations

Writing a mission statement- it is a concise
explanation of the organization’s reason for
existence. It describes the organization's purpose
and its overall intention. The mission statement
supports the vision and communicates purpose
and direction to members, buyers, the community,




and other stakeholders. Questions to consider
when drafting mission statements could include:

« What is our organization's purpose?

« Why does our organization exist?

Below are the examples of a Vision and Mission
statement for an FPO-

“Our vision is to empower farmers and transform
agricultural communities through sustainable
practices, innovation, and collective action. We
envision thriving rural economies, where farmers
can access resources, markets, and knowledge to
enhance their livelihoods and build a resilient
future for generations to come.”
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"Our mission is to empower smallholder farmers
by providing access to markets, inputs, and
knowledge, enabling them to improve their
livelihoods, adopt sustainable farming practices,
and contribute to developing resilient rural
communities. Through collective action and
inclusive partnerships, we strive to create a more
equitable and prosperous agricultural sector that
benefits all stakeholders.”




MODULE 3
Setting up FPO Governance
and Management




The three key stakeholders in an FPO are the Board of Directors: The Directors are elected by
members, the Board of Directors, and Officers, members for a specified period.
including the CEO.

Officers: are hired professionals who manage the
Member or shareholder: A producer organization day-to-day affairs of the FPO and include the CEO,
can act only through its members. The members  accountant, ete.
create and can also wound up the FPO, and they act

through the general body.
Figure 12

JAll the shareholders of the

General Body FPO constitute the General
Body (GB)]
Board of Directors
CEO
Marketing Production
Accountant Manager Manager

| | |
J

Community (1 resource at every 100
Cadres member farmers)
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Members or Shareholders:

Shareholders are the primary owners of the
company. Once a producer becomes a shareholder,
he/she starts holding his/her rights. Membership is
voluntary and available to all eligible producers
(the criteria of membership are defined in the AocA/
bylaws of an FPO) who can participate and avail
themselves of the FPO's facilities or services.

Rights of the Members:

Effectively, once a person becomes a member, he or
she is entitled to exercise all the rights of a member
until he or she ceases to be a member by the
provisions of the relevant Act.

» The rights of a member are:

= To transfer his/her shares.

» Tovote on resolutions at meetings of the FPO.

« To request an extraordinary general meeting of the
FPO or to be a part of a joint requisition,

+ To receive notice of a general body meeting so that |
can attend and speak in a general body meeting.

« To move amendments to resolutions proposed in
meetings,

« If the member is a corporate body, appoint a
representative.

» Toattend and vote at general meetings on its behalf.

* Reqguest that the FPO circulate its resolutions.

« To enjoy the profits of the FPO through the share of
dividends.

« To elect directors and to participate in the
management of the FPO through them.

« To apply to the company law board/similar body
under the cooperative act at the state level for relief
in case of oppression or mismanagement

+ Toapply to the court for winding up of the FPO.,

« To get a share in the surplus on winding up of the
FPO,

* Tohave a share certificate issued to him in respect of
his shares.
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Voting Rights of a Member

« In a case where the membership consists solely of
individual members, the voting rights shall be based
on a single vote for every member, irrespective of his
shareholding or patronage of the FPO.

= In a case where the membership consists of
producer institutions only, the voting rights of such
producer institutions shall be determined on the
basis of their participation in the business of the FPO
in the previous year, as may be specified by articles/
bylaws provided that during the first year of
registration of a Producer Organization, the voting
rights shall be determined on the basis of the
shareholding by such producer institutions.

= In a case where the membership consists of
individuals and producer institutions, voting rights
shall be computed based on a single vote for every
member.

» The articles of any Producer Company/bylaws of
FPO are registered under the Cooperatives Act,
which may provide for the conditions under which a
member may continue to retain his membership
and the manner in which voting rights shall be
exercised by the members.

» No person who has any business interest that
conflicts with the business of the FPO shall become
a member of that FPO.

« A member who acquires any business interest that
conflicts with the business of the FPO shall cease to
be a member of that FPO and shall be removed as a
member in accordance with the articles/ bylaws.




Cessation of Membership

A member is sized off with his or her membership
by transferring his or her shares. In the case of a
transfer, the person transferring will continue to be
a member until the shares are registered in the
name of the transferee, by forfeiting his or her
shares, by a valid surrender, by death, but until
then, under Central Sector Scheme on Promotion &
formation of 10000 FPOs shares are transmitted,
his or her stake will be valid for any money due on
the shares, by the FPO selling his shares in the
exercise of its right under its Articles of
Association/bylaws, by order of Court or any other
competent authority attaching and selling the
shares, in satisfaction of a decree or claim, by the
official assignee disclaiming his shares, on his
adjudication as an insolvent, by the recession of
contract of membership, on the grounds of
misrepresentation or mistake.

The process of adding a member as a shareholder is
explained in module 8.

Board of Directors-

Every FPO should have a Board of Directors of at
least five and at most fifteen in the case of Farmer
Producer Companies and FPOs registered with the
State Cooperative Act, as per the stipulations under
it.

Functions of the Board
The Board is responsible for formulating,
supervising, and monitoring the performance of

the FPO concerning the [ollowing matters:
+ Determination of the dividend payable.

Determination of the guantum of withheld price
and recommended patronage to be approved at the
general body meeting.

Admission of new members,

« Pursue and formulate organizational policy and

objectives, establish long-term and annual
objectives, and approve strategies and financial
plans.

« Appointment of a CEO and other officers, as may be

specified in the AoA/bylaws

« Exercise superintendence, direction, and control

over the CEO and other officers.

Sanction any loan or advance in connection with the
business activities of the FPO to any member, not
being a director or his relative.

Investment of the funds of the company in the
ordinary course of its business,

Acquisition or disposal of property in its ordinary
course of business.

« Check that proper books of account are maintained,

Ensure that the annual accounts with the auditor's
report are placed before the AGM.

+ The Board may make recommendations in the case

of those matters reserved for the decision of the
General Body.

« Approval of budget and adoption of annual

accounts, approval of patronage bonus, Issue of
bonus shares. Specify the conditions and limits of
loans that may be given by the Board to any director.
All the powers specified above shall be exercised by
the Board only using a resolution passed in its
meeting, and a decision can be made or a resolution
adopted by circulation.




Appointment of Directors-

The members who sign the memorandum and
articles/bylaws may designate therein the first
Board of Directors, who shall govern the affairs of
the FPO until the members elect the directors in a
general meeting, which has to be done within
ninety days of incorporation of Producer Company
and in case of FPO registered under State Societies
Act as per the relevant Act. Every director in a
Producer Company, elected by the members in the
general meeting, shall hold office for at least one
year and at most five years in the case of FPCs. Also,
it must be noted that the entire Board of Directors,
except the Chief Executive Officer and Expert
Directors, is subject to retirement by rotation over a
period of five years. The retirement of Directors
shall take place at the Annual General Meeting,
where the re-election will also take place. However,
every director who retires is eligible for re-
appointment to the Board.

Additional or Expert Directors

The Board may co-opt one or more expert directors
as an additional director, at most one-fifth of the
total number of directors, or appoint any other
person as an additional director for a period that
the Board may deem fit.

Required Skills and Qualities to be an Effective Board
Member
The personal qualities of board members, viz.
integrity, competence, insight, dedication, and
effectiveness, are vital and critical to the Board's
successful operation. Key qualities of a good board
member can be summarized as:

+ Passion - a deep interest in the mission of the

organization

* Vision and leadership — Ability to see the bhig
picture and the courage to set direction to achieve
the organization's mission.

« Stewardship — Integrity to serve the interests and
pursue the goals of the organization, as well as the
interests of the public and the organization's
intended beneficiaries.

» Knowledge - Knowledge of constituents, its
operations, and organizational & managerial
acumen. Diligence — Dedication and commitment to
fulfilling the organization's goals.

= Collegiality — Possessing a sincere and respectful
attitude toward colleagues and their views.
Discretion — Maintains confidentiality of board
discussions and speaks with one wvoice when
representing the organization to the community.

Removal of a Director and Cessation of Directorship
By shareholders of the company: A director may be
removed from office before the expiry of his term
by shareholders of the FPO. The shareholders of an
FPO may, by passing an ordinary resolution at a
general meeting, remove a director before the
expiry of the period of his office. However, the
following directors can only be removed by the
FPO if otherwise stipulated in the terms of their
appointment.
» A director appointed by the Central Government
under Section 408 in the case of FPC.
+ A director appointed by a financial institution under
the terms of a loan agreement.
« A director appointed by the National Company Law
Tribunal




The state or the central government—The central
government may remove a director by making a
case against the person and referring the same to

the Tribunal, requesting that the Tribunal
investigate the case and record the decision as to
whether such a person is eligible to hold the office
of director or any other office connected with the
conduct and management of any company.

The Tribunal: For FPCs, where on application to the
Tribunal for prevention of oppression under
Section 397 and mismanagement under Section
398 of the Act, the Tribunal finds that the relief
ought to be granted, it may terminate or set aside
any agreement of the company with the director or
managing director or other managerial personal on
such terms and conditions as it thinks just and
equitable, The court may constitute an advisory
board as a proper administrator. Where the
appointment of the director is so terminated or set
aside, he cannot, except with the leave of the
Tribunal, serve any company in a managerial
capacity for a period of five years. He also cannot
sue the company for damages or compensation for
loss of office.

Resignation of Directors

A director may resign his office in the manner
provided by the AoA/bylaws. Suppose the same
contains no provision regarding the resignation of a
director. In that case, he may resign his office at any
time by giving reasonable notice to the FPO, no
matter whether the FPO accepts it or not. However,
a Chief Executive or Managing or Whole Time
Director cannot resign merely by giving notice. His
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resignation is governed by the terms and
conditions of his appointment. In this case,
formally accepting the resignation is essential to
make it effective, for he has to be relieved of his
duties and obligations.

Meeting of Board Members-

The FPO board plays a critical role in providing
leadership, direction, oversight, and accountability
to ensure the success and sustainability of the
organization in serving the interests of its members
and stakeholders.

= There should be a Board Meeting once every three
months, and four such meetings should be held
yearly.

» The CEO should give one week’s written notice for
holding a Board Meeting for all the directors.

+ The quorum for a Board Meeting is 1/3rd of the total
strength or three, whichever is higher.

» The Board of Directors shall be paid fees for
attending each meeting subject to AOA and
approved by the general meeting

« Minutes of the proceedings of the Board Meetings
shall be prepared and entered into Minutes Books

= Minutes pages shall be consecutively numbered,
each page shall be initialed, and the last page signed
and dated by the Chairman of the same or the next
meeting,

« The minutes register shall be kept at the Company's
Registered Office and maintained permanently
under the custody of the Company Secretary or
authorized director. Refer (o the template for
documenting the BoDs minutes of meeting.

BOD minutes of
meeting termplate



« Resolutions passed by the majority take decisions,
and circulation can pass routine resolutions.

« Resolution by circulation involves sending the
resolution by post or through electronic means to be
signed by a majority of directors. This resolution will
form part of the minutes at the next Board Meeting.

Officers

Officers are the individuals appointed to look after
the day-to-day affairs of the company, such as the
CEO, accountant, storekeeper, etc. They are salaried
people of the company. Fair representation should
be given to women members as officers.

Refer to module 12, for the hiring, roles and
responsibilities and performance management

processes for the CEO, accountant, and field
resource person.

General Body and Annual General Meeting
(AGM)

All the shareholders (including board members)
form the general body of the FPO. According to the
Act, the general body meets at the AGM. The AGM
provides an opportunity for a company's
shareholders to gather with its BoD to discuss the
company's current performance, long-term plans,
and strategies and analyze financial data.

Why is AGM necessary?

When producers purchase shares of a company, he/

she become part owners of the company. In that

sense, it is essential to know what the company is

currently doing and what it plans to do in the

future, Therefore, any company must conduct an

AGM.

AGM primarily allows individual shareholders to

raise questions directly to the Board. The members

act through the general body, and the body alone

CAl:

« Approve the budget and adopt the FPO's annual
ACCOUNts.

« Approve patronage bonus,

= Authorize the issues of bonus shares,

+ Appoint auditors.

» Declare dividend and decide on the distribution of
Ppatronage.
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» Amend MoA and AoA/bylaws

+ Specify the conditions and limits of loans that
the BoD may give.

« Approve and act on any other matters
specifically reserved in the AoA/bylaws for
members to make decisions.

Chairing the AGM:
The company's Chairperson chairs the annual

general meeting, which includes all other directors.
The Chairperson is also on the company's Board of
directors. This was mutually decided at the
company's first board meeting. The company
secretary also attends the AGM and takes written
notes. The main actions and decisions are recorded
in the notes as minutes.

Timing of AGM:
An AGM can be held on any day of the week

between 900 AM and 6:00 PM, excluding
government holidays and holidays announced by
the central government.

Notice for AGM:

To convene an Annual General Meeting, the
company must provide written notice to all
members and auditors at least 14 days in advance
(15 days under the Cooperative Law). The notice for
convening the annual general meeting of the FPO
shall be accompanied by the documents such as,

+ The agenda of the meeting

* The minutes of the previous AGM or the
extraordinary general meeting.

« The names of candidates for election, if any, to the
office of director, including a statement of
qualifications in respect of each candidate

» The audited balance sheet and profit and loss
accounts of the company and its subsidiary, if any,
together with a report of the Board of Directors
about.

» The state of affairs of the FPO.

« The amount proposed to be carried to reserve,

» The amount to be paid as a limited return on share
capital.

« The amount proposed to be disbursed as a
patronage bonus.

» The material changes and commitments, if any,
affecting the financial position of the company and




its subsidiary, which have occurred between the date of

the report of the Board.
= Any other matter of importance relating to energy
conservation, environmental protection,

expenditure, or earnings in foreign exchanges.

= Any other matter required to be, or maybe be,
specified by the Board.

* The text of the draft resolution for the appointment
of auditors.

» The text of any draft resclution proposing an
amendment to the memorandum or articles to be
considered at the general meeting, along with the
Board's recommendations.

The FPO can download and use the sample notice
to call the AGM

Quorum for AGM:

After convening the Annual General Meeting, it
cannot proceed wuntil sufficient shareholder
representation achieves the expected quorum, as
determined by the company's charter. The quorum
requirement is 1/5th for a cooperative and 1/4th for
a company, based on the total number of members
at the time of notification.

Deadline for Conducting AGM:
According to Company/Cooperative Law, the AGM
must be held within six months of the end of the
financial year. There should be a gap of at most 15
months between the two AGMs.

Submitting Annual Report to the Government:
After the AGM, it is necessary to submit an annual
report to the government, which provides written
information about the major decisions passed
during the AGM.

Important points to consider on the day of the
AGM:

Start the meeting only when the required
quorum for the AGM is fulfilled.

Director’s Report - Presentation of the annual
report and the next year's work plan.

Audit Report - Presentation of the previous
year's income, expenditure, and asset-liability
account.

Discuss all the agendas sent for the AGM, such
as the election of board members, the
appointment of auditors for the next year,
increasing authorized capital, profit
distribution, etc.

If any matters are not included in the agenda,
they can be discussed and passed with a two-
thirds majority.

Record the minutes of the AGM in the AGM
register and obtain signatures from all attending
members,

Special considerations for cooperatives:

In the first year, the cooperative's Board should
form a committee consisting of one board
member to oversee the AGM and conduct
elections for all board members for the next five
years.

Please note that the information provided here
is based on general practices and may vary
depending on the specific laws and regulations
governing a particular organization.

Sample notice to call
AGM



Finance Commitiee

The Finance Committee is indispensable for
effectively operating a Farmer Producer
Organization. Tasked with financial oversight,
budgeting, and planning, it ensures prudent
resource management and strategic allocation of
funds to support the organization’s objectives.
Additionally, the committee is crucial in identifying
and mitigating financial risks, establishing internal
controls to safeguard assets, and ensuring
compliance with regulatory standards and auditing
requirements. The committee provides
stakeholders with accurate insights into the FPO's
financial health through careful financial reporting
and transparent communication.

Establishment of Finance Committee

The Board shall form a Finance Committee
comprising five members: three officers (President,
Secretary, and Treasurer), one board member with
knowledge of finance, and a CEO to guide the
committee in time of need. The Head/Chairman of
this committee will be either the President or, in
his/her absence, the Secretary. The CEO will not
have voting power in situations where the finance
committee members have differing opinions or
views on a particular decision.

Figlire 13

Finance Committee

It is a group of minimum 5 members formed
to monitor the finances of the company. The
committee assesses the financial needs of
the company and accordingly plan the
budget. It will also exercise its control over
the expenditure lo ensure no or minimum
extravagance
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To form any committee, there are certain criteria or
sets of principles that should be common among
the members to successfully fulfill the purpose of
the committee. Below are the criteria for becoming
a member of the Finance Committee-

» Must be articulate- it means expressing ideas,
thoughts, and information clearly and
effectively.

» Must know how to read and write.

» Must be ready to dedicate time to the process.

+ Must be confident to interact and engage with
diverse stakeholders.

» Must be interested in the company's business.

+ Must be available at short notice of 48 hours.

Objectives

* To setup financial goals of the company
to ensure profitability to its shareholders

+ To create a plan to reach the financial
goals

* To update and follow the financial norms
of the government




Figure 14 Process of Member’s Nomination

1
Discussion in

Information on
criteria to become
a finance committee
member

3.
Volunteerfnomination
and voting to
become a member

—

board meeting for —>
finance committee
formation
4

Finalization of
the one board
member

Roles and Responsibilities of the Finance Committee
Members:

The Finance Committee shall look after all the
company's financial matters, including the
responsibilities to be followed. The following are
the probable roles and responsibilities of the FC
members:

« To develop and manage the company's operating
budget.

» To establish the financial goals and objectives of the
company.

« To ensure that the government’s updated financial
norms are incorporated into the company's financial
processes.

* To develop strategies to utilize the available budget
optimally with the company.

« To update all the board members on the company's
financial goals and achievements.

» Toensure the company’s funds availability to ensure
smooth operations.

= To ensure convergence and partnership to enhance
the finances of the company:.

What if a Seat Falls Vacant in the Committee?

If the position in the finance committee becomes
vacant for any reason, the selection process will be
repeated with a member willing to join the
committee. The existing FC members will ensure
their onboarding and training .
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Committee formed

Recruitment Committee

The recruitment committee oversees the hiring
process, streamlines recruitment efforts, promotes
diversity and inclusion, and fosters a positive work
environment. Focusing on selecting candidates
who possess the necessary skills and commitment
to the FPO's values, the committee contributes to
employee engagement, retention, and overall
organizational success, Refer to module 12 for
detailed processes on the recruitment committee.




MODULE 4
Business Planning




A business plan is a comprehensive document that
outlines various aspects of a company's operations.
It provides a detailed description of the business,
including its nature, objectives, and target market.
Additionally, the business plan delves into the
management structure and how the company will
be governed, highlighting the key individuals
responsible  for decision-making and daily
operations.

Moreover, a business plan addresses the respurce
requirements necessary for successful
implementation. These resources include
personnel, materials, and capital. By identifying the
specific needs in each area, the plan provides a
roadmap for acquiring and managing the resources
efficiently.

In addition to these operational considerations, a
well-developed business plan also takes into
account strategic considerations. For instance, it
may emphasize the inclusion and empowerment

of women members or prioritize catering to
smallholder farmers. By incorporating these
strategic factors, the plan demonstrates a
commitment to specific goals and values, reflecting
a broader social or developmental agenda.

Ultimately, the business plan serves as a
comprehensive guide for the company's future
actions. It outlines not only the operational and
financial aspects but also strategic considerations,
ensuring that the plan is implementable and
aligned with the organization's objectives.

Establish Business Goals and Objectives:

The FPO aims to enhance farmer incomes by INR
100,000 per annum within five years through year-
long engagement in farm and non-farm activities.
This objective sets a clear target, providing a
measurable outcome to work towards and
improving the financial well-being of the farming
community.

Outline of the Business plan | Key Steps to be Followed to
Develop a Practical Business Plan

Establish business

Geography of work

Identify your

ik — and number of —> :
goals & objectives e i, meis- product line
Establish cost of Identify fixed and Detailed description
product/service and  ¢— variable expense — of business
breakeven point heads processes
Resource mapping ) Identify risk and 3 Business plan
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build mitigation

governance




Geography of Work and Number of Customers/
Members

The FPO intends to operate primarily in [specify
the geographical areal, serving many customers/
members. By focusing on a specific geographic
region, the FPO can effectively target its resources
and tailor its services to the specific needs of the
local farming community.

Identify Product Lines (Including Services) of
Business:
The FPO must mention the business line
specifically. Some examples of the business lines
are as follows-
« Input supply for producing tomatoes, brinjal, and
bitter gourd.
» Crop management services.
« Marketing of the produce
commeodities (to be specified)
« Equipment hiring services.

and any other

Detailed Description of Business Process (Product/
Service Lines):

The FPO must comprehensively attend to and
elaborate on each of the business lines. The details

Figure 16

Option 1

Means the household
commits its land, labour,
and capital and FPO only

commits its trained
manpower for technical
help.

Each product/service line requires a detailed
business process encompassing input
procurement, marketing, and cash recovery. These
processes are guided by considerations such as
business context, risk appetite, capital and resource
mobilization, and the pursuit of implementable
business plans. To define and articulate these
processes effectively, meticulous attention to detail
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Option 2

Means the household
commits its land, labour and
FPO commits both its
capital and trained
manpower for technical
help.

will address who and how. Clear and detailed
articulation of business processes helps ascertain
costs, workforce needs, skill requirements, and
several other organizational matters such as vendor
development and asset requirements

Here is an example of a business line -Nursery for
vegetables and understand how the process
nuance will concretize the assumptions-

Business Line - Nursery for Vegetables-

= Process option 1 - Every household grows its own
nursery and buys inputs, and FPO provides
technical help.

« Process option 2 - Every household grows its own
nursery, and FPO provides inputs and technical
help.

= Process option 3 - FPO provides seedlings.

The below tables has the comparison of all the
options -

Option 3

Means the household gets
ready seedlings and FPO
commits all the resources to
deliver the seedlings.

and a deep understanding of the business's reality
are essential. Furthermore, continuous review and
adaptations are necessary to adapt to the ever-
changing business environment. In summary,
business processes are critical for developing and
executing actionable business plans to drive
SUOCEess.




Identification of Variable and Fixed Expense Heads
Variable Expense:

In business operations, variable expenses refer to
costs that fluctuate in direct proportion to the level
of activity or production volume. These expenses
vary based on the quantity or scale of goods or
services produced or sold.

Taking the example of vegetable nursery produce
sold by an FPO to its shareholders, variable
expenses would include costs directly related to
the production and sale of the vegetables. These
expenses would increase or decrease based on the
quantity of wvegetables grown, the number of
nursery plants cultivated, and the volume of
produce sold.

Variable expenses in this scenario may include
items such as:

« Cost of seeds and seedlings: The expense incurred to
purchase the seeds or seedlings needed for growing
the vegetable nursery plants.

« Fertilizers and pesticides: The cost of fertilizers and
pesticides used to nourish and protect the plants
during their growth.

« Labor costs: Expenses related to hiring labor for
tasks such as planting, watering, weeding, and
harvesting the vegetables.

« Packaging materials: The cost of packaging materials
used to pack and present the vegetables for sale.

» Transportation expenses: Costs associated with
transporting the produce from the nursery to the
shareholders or marketplaces.

+ Sales commission: If the FPO pays a commission to
individuals or agents involved in the sales process,
such as distributors or sales representatives, those
commissions would be considered variable

eXpenses,

These expenses can vary depending on the level of
production and the quantity of vegetables sold. As
the FPO produces and sells more vegetable nursery
produce, the variable costs associated with these
activities would typically increase in proportion to
the level of output or sales.

Fixed Expense:

Fixed expenses, also known as overhead expenses
or fixed costs, are costs that remain constant
regardless of the level of production or sales
volume. These expenses are incurred regularly and
are not directly tied to the quantity of goods or
services produced.

In the context of the FPO's vegetable nursery
business, examples of fxed expenses would
include:

» Rent or lease payments: If the FPPO has a dedicated
facility or land for its vegetable nursery operations,
the regular rent or lease payments for that space
would be considered a fixed expense. This expense
remains constant irrespective of the quantity of
vegetables grown or sold.

» Salaries and wages: If the FPO has permanent
employees or staff members involved in nursery
management, administration, or other fixed roles,
their salaries or wages would be classified as fixed
expenses. These costs remain the same regardless of
the level of vegetable production or sales.

« Utility hills: Expenses such as electricity, water, and
gas for general facility operations, lighting, irrigation
systems, and other utilities would typically be fixed
expenses, The costs for these utilities remain
constant over a specific period and are not directly
influenced by the volume of produce sold.




« Insurance premiums: If the FPO maintains
insurance coverage for its nursery operations,
the regular premiums paid for insurance
policies would be considered fixed expenses.
These premiums remain the same regardless of
the quantity of vegetables produced or sold.

« Depreciation;: The depreciation expense
accounts for the gradual wear and tear or
obsolescence of fixed assets used in the
nursery, such as buildings, equipment, and
vehicles. It represents a portion of the cost of
these assets allocated over their helpful lifespan
and remains constant over time.

These fixed expenses contribute to the overall cost
structure of the FPO's vegetable nursery business
and are incurred regularly regardless of the specific
production or sales activity level.

Cost and Price of FPO Product/Service:

The cost of a product refers to the expenses
incurred in its production. This includes the costs
of raw materials, labor, overhead expenses, and
other factors involved in the manufacturing
process. On the other hand, the price of a product
represents the amount that customers are willing
to pay for it. These two aspects, cost and price, may
not always have a direct logical relationship.

However, a desirable situation arises when a
product's selling price exceeds its production cost.
This scenario presents an opportunity for
businesses to generate profits. When a product can
be sold at a higher price than its production cost,
the more units are sold, the more money the
company makes. This creates a favorable

environment for growth and financial success.

Conversely, if the price set for a product is lower
than its cost of production, selling more units will
lead to financial losses. Businesses aim to avoid this
undesirable state of affairs. Hence, it's important to
establish the production cost and know when the
business will reach breakeven and profitability will
hit.

This will prepare the FPOs to invest in streamlining
production processes, negotiating better deals with
suppliers, implementing cost-saving technologies,
and optimizing resource allocation. By doing so,
FPOs can improve their competitiveness in the
market and increase their chances of selling
products at prices that exceed their production
costs.

Calculating the cost of a product involves
accounting for all the expenses incurred in its
production. Here's a step-by-step guide to help you
estimate the cost of a product-

Direct Materials Cost

Start by determining the cost of all the materials
directly used in the production of the product,
including raw materials, components, and any
other supplies. Add up the purchase costs of these
materials,
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Direct Labor Cost:

Calculate the cost of labor directly involved in
producing the product. This includes wages paid to
resources who directly handle or assemble the
produce. Multiply the hours worked by the labor
rate to determine the total direct labor cost,

Overhead:

Account for indirect costs associated with
manufacturing the product, such as utilities, rent
for the manufacturing facility, equipment
depreciation, and maintenance expenses. Allocate
these overhead costs to the product based on a
predetermined allocation method, such as direct
labor or machine hours.

Other Direct Costs:
Consider any other direct costs directly attributable
to the production of the product, such as
subcontracting costs, packaging materials, or
transportation costs,

Marketing and Selling Costs:

Factor in marketing and selling expenses incurred
to promote and distribute the product. This
includes sales commissions, Licenses, and
distribution costs.

Administrative Costs:

Account for administrative expenses related to
managing the production process, such as
administrative staff salaries, office supplies,
insurance, and utilities for administrative facilities.

Depreciation and Amortization:

Include depreciation or amortization expenses for
any capital assets used in the production process,
such as machinery, equipment, or software. Divide
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the total depreciation or amortization expense by
the asset’s expected useful life to determine the
annual cost.

We can understand this from the following
example from a nursery selling business of an FPO
with assumptions illustrated-

Assumptions:

« Nursery Production Capacity: The FPO can produce
1,000,000 vegetable nursery plants.

« Selling Price per Plant: The selling price of each
vegetable nursery plantis INR L

= Variable Cost per Plant: The variable cost incurred
for each vegetable nursery plant is INR 060 (60
paise). To calculate the variable cost per product,
you must identify and sum up all the costs that vary
directly with the production volume. These costs
are typically associated with the materials and labor
directly producing each unit.

» Fixed Cost: Costs that do not vary with the
production volume, at least in a given range. The
monthly fixed expenses for the FPO operations
amount to INR 45,000. The FPO allocates 10% of the
fixed payments to the nursery business, There is no
rule to allocate fixed costs, and let's further assume
that the allocated fund {INE 45000 is sufficient to
support nursery saplings up to 1000,000. It is
desirable to use a logical and relevant basis for
allocating fixed costs, such as time used, space used,
capacity utilized, production veolume, and sales
volume. There are no rules for the basis of allocation.
The basic needs to be relevant and logical, and the
basis and logic documentation should be kept in the
business plan.




Calculation Table

Fixed Cost (FFO Production Net Income
allocate 10% of Cost (Total Revenue -
Total Fixed (Variable Cost Variable Costs -
Expenses) + Fixed Cost)  Fixed Expenses)
INR 64,500 INR
4,500 35,500
INR 3,04.500 INR.
4,500 195,500
INR 6.04.500 INR
4,500 395,500

lable 7
Volume Total Revenue  Variable Costs
(Number of (Selling Price  (Variable Cost
Plants) x Sales per Plant x
Volume) Sales Volume)
Low INR INR
{100,000 100,000 60,000
plants)
Medium INR INR
{500,000 500,000 300,000
plants)
High INR INR
(1,000,000 1,000,000 600,000
plants)

Please nole thal these figures are for llustrative purposes hased on the assumplions. In an actual business scenaro, the
numbers may vary, and it's essential lo consider other factors such as market demand, seasonality, and additional costs

specific fo the FPO's operations.

In the above calculation table, the volume
represents the number of vegetable nursery plants
sold. The total revenue is calculated by multiplying
the selling price per plant with the total volume.
The total variable costs are determined by
multiplying the wvariable cost per plant with the
volume, The fixed expenses are calculated as 10%
of the original fixed expenses, i.e.. INR 45,000. The
net income is calculated by subtracting the variable
costs and fixed payments from the total revenue.

In summary, the relationship between a product's
cost and its selling price is crucial for a business's
financial success. While price may not always be
directly related to production cost, the ability to sell
a product at a higher price than its cost is desirable.
To achieve this, FPOs should focus on controlling
costs and improving productivity, as these factors
enable them to generate profits and thrive in the
marketplace.
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Breakeven

Breakeven is where total revenue equals total costs,
resulting in neither profit nor loss. Calculating the
breakeven point is crucial as it helps FPOs
determine the minimum level of sales or activity
needed to cover all costs. It provides insights into
the viability of a business idea, guides pricing
decisions, and assists in financial planning. By
knowing the breakeven point, FPOs can set realistic
sales targets, evaluate profitability, and make
informed decisions about resource allocation.
Calculating breakeven allows FPO business to
gauge their financial stability and make strategic
choices to drive growth and profitability.



We can use the following formula to calculate the
breakeven point:

Breakeven Point (in terms of volume) TFC/M

Total Fixed cost * / (Selling Price per Plant - Variable
Cost per Plant)

Note: The total fixed cost in the case of nursery
production is assumed

The difference between net sales price per unit and
total variable cost per unit is called margin per unit.
M=5-V.

Let's calculate the breakeven point for the nursery
sales business. We need to determine the volume
at which the total revenue equals the total costs
(fixed costs + variable costs). This is the point at
which the business neither makes a profit nor
incurs a loss.

There were the following assumptions:
+ Selling Price per Plant: INR 1
« Variable Cost per Plant: INR 0.60 (60 paise)
« Fixed Expenses: INR 4,500 per month
+ Allocation of Fixed Expenses to Nursery
Business: 10%

Breakeven Point = INR 4,500 / (1 - 0.60) = INR
4,500 /040 =11,250

Therefore, the breakeven point for the nursery
sales business is 11,250 plants.

This means that the FPO needs to sell at least
11,250 vegetable nursery plants to cover all the

[F: 10 ||.--" |'.'l:

Risk Probability
Risk A High

Risk B Medium

Risk C Low
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costs (fixed and variable) and reach the breakeven
point. Any sales volume above this point will
generate a profit, while sales volume below this
point will result in a loss.

Resource Mapping

The resource mapping of a business plan is a crucial
component that provides a comprehensive
overview of the resources required for the
successful operation of the business. It outlines
critical information about the major skills
necessary, market dynamics, inventory
management, transportation services, and other
important stakeholders such as banks. This
mapping serves as a valuable guide, helping
businesses effectively identify and allocate the
necessary resources to achieve their goals and
objectives.

Identify Risks and Build Mitigation:

A business plan is inherently built on assumptions,
making acknowledging the possibility of failure
crucial. It is important to articulate and document
the associated risks at each plan stage to address
this. This includes assessing the probability of
failure occurrence in terms of high, medium, and
low and outlining the appropriate responses. The
table below provides a format to record and track
risks effectively:

Response

Mitigate by implementing backup systems.

Transfer risk through Insuranice coverage.

Monitor closely and address promptly if needed.



By systematically identifying, quantifying, and
addressing risks in a business plan, entrepreneurs
can enhance their preparedness and develop
contingency strategies to mitigate potential
challenges, ultimately increasing the chances of
SLCCEsS.

Business Plan Governance- the Concluding Note-

In the conclusion of the business plan document,
the Final Plan Owner can include important details
regarding the review process, frequency, and
individuals responsible for reviewing the plan.
Additionally, the FPO can outline strategies to
improve the assumptions based on experience
gained. Expressing gratitude and acknowledging
the contributions of relevant individuals in
developing the business plan is also a courteous
gesture. Here's an example:

The business plan will undergo regular reviews to
ensure its relevance and adaptability. The FPO will
lead the review process, which will occur every
guarter. to assess the plan’s performance and malke
necessary adjustments. The review will involve key
stakebolders, including department beads, financial
analysts, and marketing executives, who will provide
valuable insights and perspectives.

Based on the experience generated, the final plan
owner will actively seek ways to improve the
accuracy of assumptions. This includes collecting
and analyzing market data, conducting customer
surveys, and maintaining open communication
channels with team members and industry
experts. The business plan will be continuously
refined and optimized by incorporating feedback
and learning from real-world outcomes,

The business plan document concludes on a
proactive and appreciative note by emphasizing
the importance of review, improvement, and
expressing gratitude, encouraging a collaborative
and forward-thinking approach.
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Preparation and Approval of Financial Plan
The Business Planning exercise is a yearly exercise
that starts at the beginning of the financial year. It
entails following sequential steps to complete the
Planning and present it to management.

Key Elements of Financial Planning

Assumptions

Business Planning and forecasting for FPO
businesses require assumptions such as the
number of farmers who will be doing business with
the organization, the cost of inputs and outputs
that would be prevailing in the market, and certain
other costs the organization has to incur. In the
absence of historical data, the diagnostic study
(data collection format for village profile/
diagnostic study) and the market survey/ study
should be used to set the assumption.

Inputs Consolidation

Data on the number of shareholder farmers, land
holdings, and prior year price estimates need to be
collected.The data source of this information is
production planning and management tool.

Financial Inputs
Fixed Assets purchased, Depreciation rates, Cost of
capital, etc, are required.

Business Financial Projection
The model will generate the financial year's
monthly sales and profitability projection.

The sections below detail the tasks required and
provide timelines for completing the process.

Praduction planning
and manageiment togl




Figure 17

Collect the required
inputs for updating

Validate the dala
with the FPC Lead

Input all the
required info In the
assumptions in tha

Check the output in
the Business

Approval of
Business Plan from

Final Report out of
the Business Plan

assumptions chundard tamplate Praoject tab the FPC Lead to Management
i i i | i i [} : i i
Data from field Data on markets Templated for Update the final Reviewing the Reporting key
coliected by the trends - demand and analyzing market business plan variances to metrics
FPC staff in local price movements trends, value, chain template with identify the gap through
market and validated by FPC analysis - demand & | provision to update and make dashboard
secondary research Lead price movements actual members carrections reporting
i l I i i [ ] i i
o b Vo % I
1 I | | I I | |
6 Days o 2Days | 2Days | | 1 Day o 1 Day |
Table 9
Sr No. Activity / Process Owner Timeline
1 Identify the Operations team for Business FPO Manager Latest by 1st week
Planning Exercise of Feb
2 Allocate SME internal / external — For FPO Manager Latest by 2nd week
estimating demand, productivity, monthly of Feb
requirements, and Prices of Materials for
Inputs/Qutputs/Services/Processing
Business
3 Collect the Required Inputs for updating FPC Manager 2nd and 3rd week
the Assumptions in the Standard Planning of Feb
lemplate
4 Review and Validation of the data with the FPO Manager 1st week of March
promoting agency FPO Lead
5 Input all the reguired information in the FPO Manager 2nd week of March
Assumptions tab in the Standard Planning
template
6 Check out that the output in the Business FPC Manager 2nd week of
Projections iab and Dashboard to ensure March
that the everything is proper
T Approval of the Business Plan by the FRO FFPO Manager 2nd -3rd week of
Lead March
] Final Repoart out of the Business Plan to FPC Manager 3rd week of March
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The business financial planning tool can be
downloaded and customized. It's an Excel
template, and formulas are applied for auto
calculation.

Quarterly Reporting for Variance Analysis
Quarterly reporting is reguired to measure the
FPC's performance, analyze risks and gaps, and
make course corrections during the financial year,

compare the actual results with the planned
numbers. It needs to be done at the end of each
guarter - Jun, Sep, Dec, and Mar of every finandial
year. The following metrics are analyzed for this
exercise.

« Variance in Sales

= Variance in Cost of Goods Sold

= Variance in Transport Cost

» Variance in Transit Loss

+ Variance in Storage Cost
= Variance in Labor Cost
« Variance in Processing Cost

Variance Analysis - Actual vs. Planned on key
numbers in the financial statement is done to

Steps in Quarterly Reporting of Actual Vs Planned Numbers

Step 1. Input of Actual numbers for Sales, Purchases, Other direct cost, and Indirect expenses
in the “Actual P&L Statement” Tab.
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Step 2. "Dashboard-Actual Vs Planned” tab gets automatically updated with all the cost
variance tables.

Business financial
planning ool
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Step 3. "Go to the Dashboard-Charts” tab select the business vertical (Input / Output/Services/
Processing) in the cell ES. Accordingly, the chart gets generated till the quarters completed for
the financial year.
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Step 3. Use these charts for management reporting, Analysis, and decisions on course
correction for improving the business performance.
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MODULE 5
Production Management




FPOs play a vital role in production management,
enhancing agricultural productivity, conserving
natural resources, and streamlining production to
reduce wastage. This, in turn, contributes to the
well-being of farmers and increases predictability
for the FPO's input and output businesses.

Production management deals with the seed-to-
seed process. It ensures the quantity, quality, and
timeliness of member farmers' production.
Production  planning, providing technical
assistance and extension services through a
package of practice (PoP)/intervention, and
tracking proper harvesting are the key components
of production management.

Production Planning

Crop production planning is a critical and often
overlooked part of the promoting agency. A crop
production plan, developed before the season
starts, helps growers/producers calculate how
much of each crop to plant in the estimated
cultivated land areas in each week/month when
they will be transplanted in the feld, timing, and
quantity of harvest every week through the
growing season (to plan for village level producer
group deliveries and farmers markets for example)
and succession planting or cover cropping to make
maximum use of limited acreage.

FPOs aggregate the production plans of individual
farmers within their membership base to create
collective production plans for specific crops or
commodities. By consolidating farmers' production
intentions, FPOs can better estimate the overall
supply of agricultural products, and with
coordinated planting schedules, FPOs can avoid
market gluts or shortages.

The community resource person/ field worker
performs the farmer production plan aggregation.
The planning process takes place at PG/FIG. CRPs
visit the PGs and prepare a farmer-wise plan, and
eventually, this data collection is consolidated at
the FPO level,
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At the end of this section a production planning
and management tool covers the formats from
planning to harvesting data capturing and decision
making. The promoting agency can avoid using
paper-based forms and open-source survey tools
such as the KOBO toolbox and survey CTO.

In planning, the promoting agency must use the
insights of the market survey/study to establish
demand for various products, variety preferences,
and price dynamics. Referring to module 10, this
information helps FPOs advise farmers on suitable
crop selection, production volumes, and timing to
align with market demand and maximize
profitability. Otherwise, farmers may express the
need for various crops, and some may be
insignificant or of a low return from the market
point of view. It will be difficult for the FPOs to
handle more than three corps in one season.
Therefore, it is advised that a maximum of three
crops be planned and field-level technical support
be provided to track the production intervention
intensively,

Field Level Support During Production
Predicted production is the key to the output
business line. FPOs must provide farmers with
training, extension services, and technical
assistance to improve their production practices.
After the crop selection, FPOs must guide planting
techniques, irrigation methods, pest and disease
management, and soil fertility management in a
timely intervention. By disseminating best
practices and promoting sustainable farming
methods, FPOs support in enhancing farmers'
productivity.

The promoting agency should help FPOs to
articulate the intervention point. It is suggested
that a maximum of five precise intervention points
be kept for a particular crop. In this case, FPO
members want to grow a specific variety of organic
paddy, which may be the particular intervention
point.

FProduction Planning
and Managament
Taal




Making timely seed availability to the farmers.

+ Timely transplantation- with in the 10-12 days from
nursery

« Application of nutrient-

Application pesticide

Threshing

The FPO must track each of the intervention stages
and provide support to farmers through a
community resource person (CRP) in case member
farmers face any obstacles. The CRP must share a
regular update on the intervention stages with the
FPO to prevent losses and waste of produce.
Numerous premium application services enable
the promoting agency or FPO to monitor the
intervention stages with the help of CRPs, stay
updated with the crop's growth, and forecast the
projected output, which will be crucial during the
buyer outreach process.

Production Planning and Management Tool

The production planning and management tool
consists of formats for crop planning, intervention
tracking, production data capture, and aggregation
planning. This module includes an Excel-based
management tool.

The tool strategizes the season-wise crop
production plan by involving the producer group
and analyzing their requirement for input supplies
(Seeds/pesticides/ fertilizers & PoP) for the
expected cultivated land areas. The tool has been
developed with the significant grain commodities
(paddy/maize/grain/wheat) kept in mind. The tool
can be customized per the FPOs' requirements in
any geography or commaodities they engage with.

The purpose & objective: How this tool will help
FPO output and input businesses-
= Helping the FPOs to forecast the production pool of
produce products in operational areas/villages
covered (production capacity vs expected
production & expected production vs production
committed to FPO for sale)
« To keep track of farmer-level engagement with FPO
from pre-, during & post-production, and
procurement of Produce.

The solution is designed in 3 major categories
« Farmer/Producer details: Collect a detailed
database of each farmer/producer.

Contact Duration of
rame of the R Year of PR
AHES NG b
PO Code | FRO Name | District | Sharebolder (Wiobile Associstion I
I Produser with FPO i

i) [ yeiars)

Mame of

SHAFG [ Village |Panchayat

Shareholder/
Member of
PALS

Name of
the Geam

Name
thie of the

Dastails
of Land

e ol | Housediolil
the Land Size

Rgtistratiog
Year

Note: Thare is a dropdown list compeonent for colimns "‘Owner of the Land' and ‘Household Size' in the templale
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+ Season wise production plan: An estimated plan for
input supplies for each farmer according to land size
and supplies of estimated produced product to

production and accordingly plan the market outreach
and aggregation logistics based on farmers' volune and
geographical spread. Data To be collected season wise -

FPOs, This information will help FPO forecast (rabi/kharif/zaid)
Name.of the What to. | Whatisthe | Whatto |Whatisthe | Whatto |What Isﬂm[ Credit Volume of Froduce
FPO Code | FPO Name | Shareholderf | cultivate? areato cultivate? areato. | cultivate? areate |Reguirement| committed to FPO
Producer [Crop 1) cultivate? | (Crop2) | cultivete? | (Crop3) | cultivate? | (Amount)

{In Quintal)

MNaote: FPO coda is required in case of the promoting agency supporting maore than one FPO. In case there is only one
FPO the code and name of the FPO and code can be omifted from the templet above.

« On-field monitoring: A detailed tracking of the

cultivation of agri-produce from the date of sowing
to handholding support/monitoring is required for

per farmer will also feature as data attributes along with
the production of produce. Data to be collected season-

wise-
each crop growth stage, Assumed production details
2 . Are You
Area under different Crops (Acres) Whether Sale the In Which Month of | Approximate iarkitadio Committed
Month of sowing | Produce immediately | Year do youSale | Totsl Volume of ke Foiluicia ks Volume to
s | vima | oina —_— After Harvest your Produce? | Production (Cit) This £PC FPO (Ot}

NW YIS O i YES 54

KAAR 10

APR an

IEH a0
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Table 710
Template Data Attributes
FarmerProducer FPO Code
Details FPO Mame
District

MNarme of the shareholder/producer
Contact Detalls

Year of association

Duration of association

MName of the SHG/FIG

Mame of the Village/Gram
Panchayat

Details of Land (Drop down}
Owner of the land (drop down)
Household size

Registration in Cooperative
Society

= (PACSILAMPS)

« Registration year

Production Plan « FPO Code

* FPO Nama

= MName of the shareholder/
producer

= Whalt to cultivate & area to
cultivate (crop wise)?

= Credit requirement.

= Volume of produce committed to
FPO- Crop wise

On Field * FPO Code
Maonitoring = FPO Mame
= Mame of the shareholder/
producar

Mame of the village

Crop Variety

Crop Registration in MSP

Season (Drop down)

Date of sowing

Crop Production practice followed

- Intervention wise.

= Dwration

« Assessment of crop growth slages
- Observation (drop down) - Date.

= Assumed Production (In quintal)

= Final production (In guintal)

= ® 8 B % @
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Data Attributes and Alignment with KPI's

KPI's

— No. of shareholders/ Producers
— Total land coverage area of farmers (In
acre)
* <1 acre/MNo of farmers
» 1 gcre/Mo of farmers
« 1.5 acre/MNo. of farmers
« 2 aeres/No. of farmers

« % of farmers have credit requirement
for Crop production

= Key Crops for production (Paddy/
Hybrid Paddy, Maize, Hybrid Maize,
Wheat, Gram)

« Total coverage area for production by
producers

= Total area of land intervened by FPO's,

= Total volume of Produce committed to
FFO (Paddy/Hybrid Faddy, Maize,
Hybrid Maize, Wheat, Gram)

= % Of farmers registered with FPO for
availing MSP

= Total assumed production in quintal
{Paddy/Hybrid Paddy, Maize, Hybrid
Maize, Wheat, Gram)

= Total Final Production in quintal
{Paddy/Hybrid Paddy, Maize, Hybrid
Maize, Wheat, Gram)




The KPIs above give predictability to FPO
businesses and help with better and more reliable

Data Collection Plan
For production management, the data needs to be

business estimates. The embedded tool collected on a regular interval starting from the
consolidates farmer-wise information in a planning stage; the table below summarizes the
dashboard for FPOs to make data-based decisions  data collection frequency and process for each of
on business estimates, market outreach, and the formats under this tool-
aggregation planning.
Tahle 11
. ] Frequency- Frequency-
Sr Categorise Attributes/ Measurement
reporting data Source How Owner
No. oftemplate datafields criteria (what) (when) collbction
1 Farmer Refer data Refer data Yearly As & when FIG /PG Manual data Fleld
details attributes attributes once new meeting collection  Resource
table table shareholder Lising person/
jains, If standard CRPs
delayed by template
AM's within {Excel
Tdays FPO format)/ERF
Manager will offline meode
ensure data
entry of details
of new
shareholder
2 Production Refer data Refer data Season wise  Season wise  FIG/ PG
Plan attributes atiributes (Rabi/Kharifl  (Rabi/Kharil  meeting
table table Zaid) Zaid)
3 On- flald Refar data Refer data Season wise Seasonwise FIG/! PG
Monitoring attributes attributes (Rabi/Kharifl  (Rabi/Kharif/ meeting
table table Zaid) Zaid)

Governance Plan for Effective Tool
Implementation and Utilization-

There are 3 high level processes to implement the
solutions at operational level. The process is Data
collection, Data Validation & Analysis and Data
reporting. While consolidating the data, the
implementation partner PRADAN analyzed
probable risks in these processes, such as
incomplete data and errors. Hence, it is important

to implement robust governance to receive trusted
data.

The process will help the promoting agency make
data-based decisions about initiating input

supplies (how much to buy and how much to store
in inventory) for farmers, reducing inventory
wastage and capital loss.




Table 12

Process CSP/CRP/AM/Field supervisor
Data Records infarmation on the Data
Collection callection templates:

= Farmer details

* Production Pool

* On field monitoring
Data FPO Manager cross check with AMs/
validation &  field supervisor the data & data entry
analysis related errors on fortnightly basis
Data Review of input/output sheets by
reporting CEO/FPO Manager on fortnightly

basis

Tech Integration for Increased Efficiency

PRADAN has integrated a production planning tool
and management tool into the ERP system and
tested them with their FPOs in Madhya Pradesh.
The template can be customized to fit the needs
and the types of products (perishable and non-
perishable) handled by the FPOs.

Tech integration will support the FPOs in reducing
manual entry by CRPs/field supervisors and
reducing the cycle time of the data entry process,
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CEO/FPO Manager

Checking of data
collection sheets on
fortnightiy by FPO
manager

Verification/validation of
input sheets by FFO
Manager on fortnightly
basis

Review of input/output
sheets by FPO
Manager on fortnightly
basis

Manthly meeling with
staffs & shares the
details of the data
collection (Targel Vs,
Achieved)

Promoting Agnecy

Ensures the solutions
are implemented at
operational level.

Random checking of
data collection
templates once in 15
days

Review of data
collection sheets
{Inputfoutput) by the
promating agency on
manthly basis

Review along with
FPO manger & Team
members by lhe
promoting agency to
mitigate the
discrepancies in the
tracker

This will also help provide handholding support to
farmers as required during crop growth stages,
Many such tech-based platforms are available in
the market based on industry standards that can be
applied/implemented by FPOs. Data visualizations
can be developed in the dashboard for regular
tracking and monitoring of progress based on the

priority KPls of FPOs,
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MODULE 6
Inventory Management

and Quality Control




Inventory Management

FPOs in India are mostly in the agri-farm business.
They are involved in input business activities by
providing supplies to farmers/producers in terms of
seeds, fertilizer, pesticides, weedicides, etc. In order
to satisfy the needs of their members and reduce
carrying costs and the possibility of stockouts,
FPOs should maintain optimal stock levels of
agricultural inputs. They need to balance the need
for adequate inventory levels with the cost of
holding excess inventory.

The majority of FPOs have distant operations and
inadequate inventory management practices.
These include overstocking, poor storage systems
that can cause obsolescence, and the risk of
spoilage or expiration for old inventory, ultimately
leading to financial loss. Overstocking also leads to
cash accumulation that could have been utilized
for other tasks.

To address this challenge, a standard inventory
management tool has been designed based on the
principles of the FIFO model (First In — First Out),
which will help FPOs keep track of inventory. The
FIFO model is an inventory management method
used to value and track inventory. Under the FIFO
model, the oldest inventory items are assumed to
be sold or used first, while newer items remain in
inventory.

Figure 18

Product Expiry Range in Storage

[ 3 1
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F %

¥
46-60 Days 31-45 Days ‘[ <30 Days
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.r,-" 5 \
Disburse Disburse
within 60 within 45
days days :
". j_i
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Inventory Management Tool-

What is an inventory management tool and how it
will help FPOs-
= Visibility on real-time data on the status of products
in FPO inventory
« Data-based decision-making on
wastages & procurement of stocks.
» Reduction in monetary loss (potential loss)
« Monitoring viability and profitability of the business

reduction of

This is an excel based tool, {inventory management
tool) that is easy for any FPO to customize and
implement. The tool demands a definition of the
product expiration range, which will provide clear
visibility of the product's shelf life.

Once  basic  information,  manufacturing/
procurement date, and other data attributes are
entered, the tool auto-populates the product
within a different range of expiry. For example, for
produce that expires in the next 30 days, FPO can
plan to promote aggressive sales or liquidate the
product at a reasonable price with the supplier
before it expires.

Product codes have been created in simple Excel-
based formulas to keep track of the inventory
stock. The formula is curated based on commaodity/
product type, commodity/ product name, and date
of purchase.

Product Code

-

v]

=]

w Grains type/Name/
= GRPAD23.2.24 Date of procurement
o

t

= _ Pulses type/Name/
=] PUM0O023.3.34 Date of procurement
£

S

m __ Fertilizer type/Name/
= FEURE23.2.24

Date of procurement

Inventory
management tool




The color coding is provided to highlight the inred needs to be sold/liquidated within a month
inventory status. For example, the product marked  before it expires.
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Transition period from date of purchase (in days)

Figure 19
Real time Tracking % reduction in
information on commodities as Dda::;?::d seed wastages
status of —> per their expiry —_} % {perishable)
products/ range <30 days, n;akl:n_g ﬂ:f % reduction in
commodities in 31-45 days, b unt ) unsold
FPC inventory 45-60 days PESRIE inventory
Purchase di 'hrunlhup-jrv Scornge . | Sof . | Unif _ | Lsover| . | Productw . | deystomq Loss ineur, Unit |
fram dste dete FPO | Votums/ Storage (in dhue to mxpiry | priceldummy
purchase {in days) Cuearity Hg/Packets) dats used for
E La#im 1
25-lum-21 0 241 15 Lrre 197.75 T  1977s0|® oo
25:lum=-21 ] 25-hun-21 58 Lizre 131 k1 $31000|® oo
T6-hun-21 (1] 26-hun-11 a Uzre 115 x 1500 ® 100
1-huin-21 o 27-jun-21 a Lizre 1725 ] 173500 |® noe
20-Feb-22 i I0-Feb-22 1 Packets o x b oo
H-Now-J1 a 25-Now-21 o Packe 15 2 15000 =2 000
22-Feb-12 i} Xi-Feb-22 LE Packets 4 X 40.00| % 00T
23-Feb-22 o 23-Fab-11 i} Packerg ¥ | 2 0.00(% 100
24-Feb- 12 Q H-Feb-22 G Packets B z &0.00) % oo
IFMo21 0 23-Mov-11 16 Faokelt 34 z 20 00| % 10,00
26-Mar 32 i} 26-har-22 o Packets 8 6100012 o
Below are the data points that must be punched to « Storage date-FPO
ensure regular inventory tracking. The data points + Sold volume/quantity,
h]ghitghted in green are automatically populated + Sold unit (In quantity/packets)
* Commeodity type (dropdown list) « Left over in storage (In Kg/Tackets) Excel based
« Commodity name (dropdown list) formula automated.
= Variety (In case of fertilizer/pesticide-not applicable) » Product will expire in next mentioned days- Excel
« Product code- Excel based formula automated based formula automated.
« Season (Rabi, Kharif, Zaid) - Days to expire segment.
« Stored volumne in quantity + Potential loss in next 30-60 days
+ Unit (In quantity/packets) * Lossincurred due to expiry.
« Manufacturing date  Unit price
» Expiry date Left over product value (INR)
« Expiry tenure (in days)- FExcel based formula Returnable product (Yes/No)
automated. If yes, return date,
« Vendor name/details Product return in mentioned days excel based
» Purchase date. formula automated.

Days to return range excel based formula
automated.

Current stock excel based formula automated.




Table 13

Freguency

IEIE:: Indicators of data Source Timeline How Owner
collection
Refer S Season Wise Bill-T/Challan Kharii- Mid May Manual data CEQY
above data reduction {Rabi! Khariff from the Rabi- Mid entry using Store
attributes ir Zaid) supplier Movembar inventory Manager
inventory immediately Zald- Starting of managemenl
wastages after the Receipt copies March tool template
input submitted by
% supplies CSP/AM For Vegelables:
reduction procurement Whole year
in urisold Sales record
inventory
Mumber of
Bags/Carton as
mentioned in
the bill

This is a guiding process flow for implementing and
executing Inventory Management tool at the FPO
level. Orientation and fraining for the store
Manager/CEO on the process of handling the tools

will be helpful in operationalizing it. There may be
changes in sub-steps where promoting agencies
and FPOs work together to ease the process for
better implementation of the designed solution.

Figure 20

Checking of Bill-T/ Checking of the no,

Start P I Challan from the —— of Bags/Cartons as
supplier mentioned in the bill
2
The sheet is highlighted Commoeodity/product Quality, Quantity and
in different expiry ranges —¢— wise data entry in —é—  Variety prints on the
with coded colours the excel file bags in case of seed
4 No Check errors in data
0 You see
the colours? ™~ 7 $ivay
. FIFO Approach
v Yes -
Fa
|
| | |
<30 Days 31-45 Days 48 - 60 Days
I - | . |
Disuse products : Disuse products
within a month within 60 days
' End l
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This tool is effective when the data is entered
promptly and correctly. Promoting agencies must
have a proper governance mechanism in place to
mitigate risk areas and ensure correct data
collection from the operational areas. The process

Table 14

Process CEO/Store Manager

Record infermation an the
inventory management tool

Dala enlry

Data validation Verification/validation of

& analysis input sheets by FPO
Manager on weekly basis

Review & Review of inpulioutpul

reporting sheets by FPO Manager on

waekly basis to check the
Errars

Visual Management for Placement of
Materials in the Storage

The FPO must organize its storage to allow easy
access to the material. This may involve using
shelves or racks to place the differently labeled
materials, using visual management by color-
coding the shelves/floor. Some examples of visual
management are color-coded pipes and tapes and
painted floor areas for newj/old or good/trash. This
quickly helps the store/ inventory keeper locate
and manage the inventory well with minimum
wastage.

The newly arrived material should be placed at the
back of the storage, while the older stock should be
moved to the front. The racks / designated area can
be color-coded to identify the stock based on the
expiration timeline. For example, the material will
expire in the red zone in the next 30 days. Similarly,
blue/green zones can be created in sync with the
inventory management tool. The FPO staff must
check the material regularly to change the
placement basis and the expiry range. For example,
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will help the FPO make data-based decisions to
initiate input supply procurement (how much to
buy and how much to store in inventory) for
farmers, reducing inventory wastage and capital
loss.

Promoting Agency

Checking of data collection shaels on
monthly basis by leam lead (location wise)

Review of data collection sheets (input/
output) by promoting agency on manthly
basis

Review along with FPO manaer & Team
members on the status of inventory

the produce in the green zone should be moved to
the blue zone as it approaches 45 days to
gxpiration. Similarly, material may be moved from
the blue zone to the red zone as needed. This
information will be available in the inventory
management tool, and staff must move the
material based on the status shown in the tool.

Quality Control During Storage

FPOs generally store input supplies (Seeds/
fertilizer/pesticides) for longer and sell them over
some time to members and non-members. FPOs
must consider quality checks and follow the
quality parameters to keep the material safe and
secure in the inventory. This process will help the
FPOs reduce wastages in inventory, assisting in
procuring supplies as per the requirement of FPOs
and the producers they deal with. Below are the
standard parameters for outdoor & indoor storage
and liquid fertilizers. A checklist is also provided to
review and maintain the standard parameters.




the checklist can be customized basis the type of
supplies in the inventory. Download the
quality control checklist temiplate and customize

according to your need

Outdoor Storage Parameter for Fertilizer:

Both organic fertilizer storage and compound
fertilizer storage outdoors should be in a short
period

Store fertilizer in the shade, free of direct sunlight
and rain.

Store fertilizer on a clear, smooth, well-drained
surface.

Put some bags on pallets under fertilizer to prevent
dumping on rainy days.

Store fertilizer in a stable structure for up to 7 days.
Toxic organic or compound fertilizer storage should
be far from other fertilizers.

Keep fertilizers far away from flammable materials
or products, such as straws, wood, grains, fuel, bags,
etc.

Use some other pallets on the top of fertilizer stock.

Indoor Storage Parameter for Fertilizer

Table 15
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Avoid reaction;
separately.
Store fertilizer in a clean environment, and keep air

store easily wvolatile fertilizers

Items

Muoisture level for agri-products

ventilating constantly.

Protect bulk fertilizers from dust and dump.

Store fertilizer on shelves or pallets off the ground to
avoid moisture.

Keep away from flammable materials. Make sure
you have a distance of at least 5 meters.

Do not contact with acid and alkaline substances
such as quicklime or cement. These are harmful to
the skin.

Install a fire extinguisher in the storage room.
Fertilizer stock should be stable, up to a maximum
of L5 meters high {(may use wooden racks)

Checklist: Liquid Fertilizer Storage

« Check the tanks and storeroom are in good
condition (there is no leakage in the tank, the
storeroom is clean, and the floor is in dry condition)

Lock all tank fittings when tanks are not in use.

Store different types of fertilizers in different tanks.

Check tanks and Storeroom on a regular interval
(twice a wealk)

Minimum Standard - Moisture Control
Minimum Standard

For best storage performance

* The produce musl be thoroughly cleaned and graded,
= Dried to the safe storage moisture level of 10-12 % for food grains
and 7-3% for oil seeds (on wet basis) for a safe sterage period of

6-12 months.

Maisture level for ferillzer!

pesticides leakage)

« Ensure fertilizer bags are sealed and in good condition (Not tern,

« Choose a well-ventilated watertight room.

= Clear room to store fertilizer.

* Use some bags:-on pallets or lineleum on the dry ground to Prevent
fertilizer from damping.

« 5, keep slorage room well-ventilated and relative humidity less than

T0%

Quality control
checkiist




Supervisory Checklist: Inventory Management (Put tick mark)

Storage room locked.

12 Storage area signs posted with emergency
contact information

13 ‘Mo Smoking” signs posted.

14 Personal protective equipment stored
nearby.

1.5 Clean up supplies stored nearby.

16 inventory is up to date and stored
separately.

1.7 Labels and SDS on file

18 Fire extinguisher in good warking order

21 Ventilation system is working.

22 Area is clean with no debris or
combustibles

23 Floor is clear of spills or leaks.

24 Pesticides stored off floor

25 Storage area contains pesticides
only—no feed, ferilizer, or other
materials.
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Labels readable and attached to

containers.

3.2 Containers marked with purchase
date.

33 Dry formulations stored above liguids.

3.4 Container caps are tightly closed.

a5 Used containers are rinsed and
punctured.

S E Inbound Checklist: Inventory Management (Put tick mark)

mammmm
limna:&ﬁgnuu»

Availability of Moisiure machine

2 Awailability of Weighting machine
3 Checked Expiry date of the packages
4 Product Packets checked (Package is

torn/leakage etc.)

5 Pest control done

6 Storeroom cleaned (Pre/during)
7 Ventilation

a Rain proofing

a Fire extinguisher in place
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Farmer Producer Organization generates revenue
through various streams that include input sales-
supplies of agricultural input such as seeds,
fertilizers, machinery, and other farm supplies to
their member farmers. FPOs also generate revenue
from output sales from the collective marketing of
produce grown by member farmers. Some FPOs
also engage in value-generation activities, such as
processing, by adding value to the raw materials.
This can command a high price in the market and
add an additional revenue stream for the FPPO. In
addition, FPOs generate revenue from membership
fees and grants, which has been explained in
module 8.

Input Sales Business

FPO (Farmers Producer Organization) input sales
business refers to the process of selling agricultural
inputs such as seeds, fertilizers, pesticides, and
other supplies to farmers. This also includes the
FPO-produced input nursery.

Input Sales of Seed, Fertilizers, Pesticides-

The commodity identification exercise (explained
in module 2) helps identify the input products that
the members will require; however, more
information is needed for FPOs to plan or forecast
the procurement volume of the input supplies.
FPO must collect the individual requirements from
farmers, which can then be consolidated at the FPO
level. This process will help FPO identify the input
item and the variation in demand due to the type/
variant and supplier. This will help FPOs plan their
input procurement wisely and avoid blocking
capital with overstocking.

Input Demand Planning and Sales Tool-

At the operational level, FPOs encounter losses
stemming from inaccurate forecasts regarding
input supplies and then large procurements from
multiple vendors, leading to capital blockage and
high inventory carrying costs and exacerbating the
FPO's cash flow.

The input demand planning and sales tool focuses
on farmers' demand for input supplies (seeds/
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fertilizers/pesticides) and the sale of input supplies
to farmers. The solution will help to bring clear
visibility on variance in sales against the demand
raised by the farmers and eventually provide data
insight that can help FPOs improve the input sales
business-
« Visibility of member vs. non-member's demand
collection & inputs sale
» What is the rejection rate by farmers after placing
demand, and the reason behind the rejection?
+ Repeated defaulter farmers and the specific location
(cluster/PGs) where the rejection rate is very high.
= Provide direction for concentrated efforts by FPO to
improve engagement with farmers, by identifying
the clusters/ PG where demand has been low or
rejection is high
« Build historical data and provide visibility on
product-wise requirements by farmers,
« Reduction in variance - demand v/s actual sale.

This is an excel-based tool that consoclidates
information from two templates (input demand
collection & sales forms) that collect demand/
requirements from the farmers at the PG level
Field-level community resource persons can gather
demand during one of the PG meetings well in
advance of the cropping season. The template can
be customized based on the commodity dealt by
the FPO.

Once the demand is collected (digitally/ offline), it
needs to be entered in the Excel template that
summarizes the market, helping FPO to plan the
input procurement. The forecasting tool provides a
dashboard where FPO can identify the low-selling
regions based on the collected sales data. Refer to
the input demand planning and sales tool the
excel-based forecasting tool. The dashboard in the
tool is linked with the input sheet; once data is
populated, it will publish the summary report for
cumulative demand, and post-sales, it will publish
the variance report.

Input demand Input demand
planning and sales collection and sales
lool forms
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Note: The toof has been designed in simple word format, It can be digitized with the help of tools like KOBO, Google Form
etc. The solution has been tested in offine and online meds, however some of the CSP's/CRP 's/AMs are more
comfortabile in collecting dala in hardeopy and later dala consolidation has been done in excel file,

Table 18
Template Data Attributes
Input demand collectian * FPO name

« CSP/CRP name

* Farmer/Producer name

= Farmer's contacl no

» Status of farmer (Shareholder/Non-shareholder

= \illage name

* PG/FIG/SHG name

« Whether farmer has put any input supplies demand (Yes/No)

= If no, mention reasen {Dropdown list: Mot willing to purchase fram
FPO; Price is high; Pravious years' axperiance is nol good, Nol
decided the crop to cultivate)

* If yes, advance amount details depesit to CSP/CRP/AM (Mention
amount)

+ Details of input supplies- Table below highlighting crop name, land
area in acre/decimal, Quantity (Gram/KG/Packet), Expected
production in quantity (KG/Quintal), Volume of produce committed to
FPO for sale (KG/Quintal)

* |f paddy selected, harvesting time.

* Inputs required for cultivation (Fertilizer, pesticide, weedicide atc).
table below highlighting Product name, Type of product, Quantity
(Litre/Millilitre! KG/Packet)

* Date

« Signature/Thumb impression of farmer

Sales * Input sales formis in continuation with first form post selling of input
supplies to same farmers, who have placed the demand.

= Whether farmer has bought the input supplies? (Yes/No)

= |f no, mention reason (Dropdown list: Lack of credit support,
High price, Previous years' experience is nol gaod, farmer has
not placed demand, Free supplies from Govi., Bought from
another vendor)

+ Details of purchase in table format (Crop name, put tick mark
against the crop name, Quantity purchased (KG/Packet)

= Final amount deposited to CSPICRPfAM (Mention amount)

* Date

« Signature/Thumb impression of farmer

a7



Governance Plan

The tool effectively guides FPOs to make input
sales decisions grounded in data rather than
intuition. Nonetheless, its administration requires
careful attention to ensure reliable and timely data
availability. Drawing from experiences in deploying
this tool with FPOs promoted by PRADAN, several
factors emerged as crucial considerations during
implementation-

« The FPO must strictly adhere to timelines, as any
delay in collecting demand or incomplete data will
hinder the procurement process. Timely data
collection is crucial for the FPO to make informed
decisions and take advantage of potential discounts
offered by suppliers for bulk and early orders. Failure
to collect data promptly may result in missed
opportunities for cost savings and efficient
procurement

« Staff members at the FPO responsible for
consolidating data should receive training in Excel,
ideally possessing intermediate-level proficiency in
Excel skills, They should be capable of editing the
tool according to the specific requirements of the
FP'O or addressing any errors or bugs that may arise
within the tool as needed.

» It is recommended that the data collection process
be streamlined by integrating templates into tools
such as KOBO or Google Forms rather than using
Word documents. This approach eliminates manual
data entry and consolidation, saving staff time and
reducing rework. Furthermore, reports generated
from these tools can be easily downloaded in Excel
format and seamlessly linked to forecasting tools for
efficient data analysis and decision making,

License to Sell Input Supplies

The FPO's involvement in the trade of agricultural
inputs necessitates a license, ensuring adherence
to predetermined criteria, standards, and
regulations that oversee the sale of various inputs,
including seeds, fertilizers, pesticides, and
machinery. Obtaining a license for seeds and
fertilizer is available in module 9,

Vendor/Supplier for Input Procurement-

The vendor suppliers are the primary sources or
businesses from which the FPO procures various
agricultural inputs, such as seeds, fertilizers,
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pesticides, and machinery, destined for distribution
among its member farmers. These suppliers are
indispensable for furnishing high-quality inputs at
competitive prices, thus facilitating the FPO's
support of its members in quality production and
augmenting the FPO's revenue streams.

Therefore, it's imperative for FPOs to meticulously
choose input supplies vendors, considering factors
like input quality, flexible payment terms,
transportation arrangements for supplies delivery
to the FPO office, and provisions for returning
unsold inventory. For detailed guidance on input
suppliers’ selection and onboarding process and
procurement process, refer to module &.

FPO Grown Input Selling - Centralized Nursery
Raising and Biomaterials

FPO can sell input supplies with value addition. It's
like evaluating the members' needs and adjusting
the product to better align with the demands of the
member farmers. The wvalue addition, like
converting seeds into seedlings or cow dung into
vermicompost, will help FPOs realize higher prices
and increase the shelf life of the supplies.

FPOs can have two models of input demand
management for value-added products, ensuring
low infra investment and achieving scale-




Flgure 21

Business Resource Centre (BRC) Agriculture Entrepreneur (AE) Model

FPO collaborates with farmers for AE is a trained resource person by the
production using their equipment and promoting agency on good agricultural
machineries praclices

Business Resource Center - (BRC)

BRC is a unit where farmers with the required the responsibility of FPOs to resell as per their
machinery or tools are engaged with pre-decided input demand forecasting. While raising the
terms and conditions to convert the input into a  nursery, the FPO monitors it to ensure its quality.
more valuable product with a longer shelf life.

Under this model, the value-added products are Under this BRC model, the process is as follows-

i a . ry
Figure 22

Identifying the

Providing BRC

Training of the

Input demand with the BRC for non-
forcasting SRC for the required inputs negotiables
prawess in the POP and paper work
Monitoring the
Sale of the Payment to St&c: r\:‘?’:;};uf seeding raising
produce by the % BRC on pre % seedlings on % process to
FPO agreed terms aciial busie ensure the

guality




From an accounting perspective, the lessor
operates as a stock center, allowing the FPO to
utilize their property in exchange for agreed-upon
financial benefits. Consequently, the raw input
provided to the BRC for value addition is
transferred from the central stock center (FPO) to
the sub-stock center (BRC) without any conversion.
Once the nursery is prepared, it is registered in the
company's stock as a converted entry, yet it
remains a stock item.

The BRC provides the predetermined percentage or
quantity of seedlings per the order. If the actual
number of seedlings falls within the agreed
amount, it results in a loss for the company.
Conversely, if the number exceeds the predefined
percentage, it becomes a liability for the FPO,
requiring them to sell the excess in the open
market. The benefits can be derived in two ways: by
selling the seedling directly to the farmers where it
gets 10-20 paisa per seedling; or by giving a
monthly fixed sum of 20-30 days of its work.

Agriculture Entrepreneur (AE) Model-

An Agriculture Entrepreneur (AE) is an individual
trained in agriculture and certified by organizations
such as promoting agencies or other CSOs. Under
the AE model, the AE collaborates with the FPO,
which is responsible for purchasing all necessary
inputs in the form of a Package of Practices (POP) to
cultivate seedlings. Afterward, the AE is tasked
with selling these inputs.

The AE procures inputs like seeds, fertilizers, coco
pit, pesticides, and others from the FPO. The POP is
tailored to the number or quantity of nurseries
required for any commaodity the AE purchases in
one go, with the FPO retaining a margin. Upon
cultivation, the AE sells the produce directly to
farmers, independently determining their profit
margin without the FPO's intervention. In both
scenarios, the profit margin planning ensures that
the company breaks even or operates profitably.
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Equipment Service Business -

Along with selling seeds, fertilizer, organic
products, pesticides, etc., farm implement services
can also be a revenue stream for the FPOs. The FPO
operates a custom hiring service business,
providing farmers with access to specialized
agricultural equipment on a rental basis. This
includes equipment such as a sprayer, weeder,
thrasher, etc.

This service allows farmers to utilize modern
machinery and technology without needing to
invest upfront in equipment purchases. Through
the custom hiring service, farmers can hire
equipment for specific agricultural tasks such as
land preparation, planting, harvesting, and post-
harvest activities. The FPO manages a fleet of
equipment and facilitates the rental process,
ensuring farmers can access the tools they need to
enhance their productivity and efficiency in
farming operations. Additionally, the custom hiring
service contributes to reducing the financial
burden on farmers and promoting the adoption of
mechanization in agriculture.

Revenue from Equipment Service Selling/
Custom Hiring-

Calculating equipment rental costs involves
considering several factors to ensure that the rental
rate covers the expenses associated with owning,
maintaining, and operating the equipment, while
also generating a reasonable profit margin. The FPO
needs to calculate equipment rental cost based on
its purchase price, depreciation rate, operating cost,
maintenance cost, etc.




Figure 23
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Below is an example of how to calculate a tractor  prefixed formulas, download the tool for
rental cost. To access this Excel template with calculating equipment rental.

Table 19

Purchase cost of the tractor 7.00,000
Annual depreciation expense (Furchase costiuseful life of the tractor- 10 Years) 70,000
Annual financing costs (if financed) 17,000
Insurance costs 8,500
Taxes and regisiration fees 10,000
Storage costs 15,000

Fuel costs 20,000
Maintenance and repair costs 10,000
Cleaning and servicing cosls 20,000
Transportation costs 5,000

Staff salaries (1 staff) 80,000
Rental facility costs 1,00,000
Marketing and advertising costs 5,000

Total Gwnership Costs 1,20,500
Total Ownership Costs 55,000
Contd to the next page
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Tolal Administrative Casls

1,85,000

Total Annual Costs

Profit Margin (20%)

Total Annual Costs including Profit Margin

3,60,500

72,100

4,32,600

Rental Rate per Hour (600 hours/year) total annual cost including profit margin/

annual usage hours 721

Governance Plan

If the service is outsourced through an AE, it's
crucial to establish a clear mandate to prevent
conflicts in the equipment service offered by the

FPO. Factors to consider include:
« Agreement on commission: The FPO must

A commission agent, AE, or supplier must be
engaged to ensure the smooth operation of
machinery. This allows the FPO to avoid the
expense of hiring permanent staff and reduces
their operating costs. Below is the process of
implementing the equipment services to farmers-

-
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Booking of services by farmers

Farmers will request the service during their annual
planning process. They will place their orders at the
onset of crop planning, and the cost of spraying will
be included in the initial order along with the
seedling or any other input material purchased.

Equipment delivery and operation
If the FPO does not employ permanent staff, it will

assign dedicated Agriculture Entrepreneurs (AEs) to

handle the task. Upon receiving the order, the FPO

will allocate AEs based on specific areas and dates,

AEs will receive the necessary implements from the

FPO and be compensated with a commission based

on their tasks. FPO/Promitng agency must train the

AE to operate the equipment or perform basic

troubleshooting in case there is any while operating
the equipment.

Equipment returns and inspection

After completing the rental period, the farmer/ AE
returmns the equipment to the FPO. The FPO
conducts a thorough inspection to assess any
damages or issues with the equipment.

negotiate and agree upon the percentage of
commission the AE will earn for their services.
Handling operating costs: The possibility of
changes in rental rates due to increased operating
costs must be communicated to AEs and preferably
documented. Any variance in commission as a result
should also be discussed.

Equipment handling and damage: AEs operating
the equipment must receive Lraining on proper
handling procedures to prevent damage. In the
event of equipment damage due to mishandling, the
FP'O needs to specify whether the FPO will bear the
repair cost or if the AE is liable to compensate.
Timely equipment return: A delay in returmning
equipment by the AE may disrupt equipment
availability for other farmers. The FPO should clearly
explain the implications of non-compliance, such as
delays in equipment return or implementation on
farmer lands, to AEs.

Caleulating
aquipmant rantal




Addressing these considerations and ensuring
mutual understanding between the FPO and AEs
can effectively mitigate potential conflicts and
issues in the equipment service business..

Output Sales Business

FPOs facilitate the collective marketing of
agricultural produce grown by their members. On
behalf of the farmers, FPOs may negotiate better
prices with buyers, wholesalers, retailers, or
processors, earning revenue through profit margins
on sales.

The production management tool available in
madule 5 aids the FPO in evaluating the seasonal
production volume accessible to the organization.
Utilizing this information, the FPO can strategically
plan its market outreach efforts, facilitating
informed decisions regarding procurement
volume. This section will specifically concentrate
on procurement planning and sales.

Procurement Planning
The FPO organizes its production clusters for
agegregation, exemplified through a micro-

production arrangement (MPA). We will take a

scenario to understand this better- the FPO

distributes its 2000 member farmers into smaller

clusters, each comprising 150-200 farmers

cultivating similar crops, with harvests anticipated

to co-occur. The FPO must designate an

aggregation point within each MPA based on

specific conditions outlined below-

» The condition of road connectivity.

* The area should accommodate 150-200 farmers
with their produce.

« A stock room close to the aggregation point is
advised.

The aggregation point of MPA keeps the following
equipment at their end.

Equipment at the Centre Level
« Digital weighing machine. Capacity 100 kg
+ Moisture meter
« 100 60kg Saclk/gunny bag/crets.
» Calculators

94

-

Tri pal

1Table 2 chairs

« Banner with FPO name

Sewing tools

Display board.

Register to maintain farmer wise procurement data.

-

In each MPA, a designated harvesting day is
established. A day before harvesting, the FPO's
marketing manager, or the CEO, communicates the
grade-wise rates of the commodity to the
aggregation point. At the aggregation point, an
assigned person or aggregator is stationed to
oversee the collection of produce based on variety
and grades. The role of these aggregators is
outlined as follows-
« Data collection and estimation of tradable produce.
+ Share the production estimation with the CEO.
« Identify and engage labor for loading and unloading.
« Record maintenance; Weighing, receipt generation,
register maintenance, credit confirmation.
 Batching and marking on a jute bag/ sack/crate.
« Return the jute bagsfsack to the farmer after
receiving the sack from the market.

The procurement process at the FPO aggregation
point must be transparent to farmers, It is essential
for maintaining quality, safety, and transparency
throughout the supply chain. Here are some
strategies to achieve traceability:

Procurement Process

» Unique identification
Assign a unique identifier to each batch or lot of
produce obtained from farmers, This could be a
barcode, QR code, RFID tag, or serial mumber that
can be traced back to the specific farm or farmer.
Without any tech solution, FPO can use a simple
Excel formula that can auto generate the farmer
code. For example- it could be a combination of the
village's 1st two initials/the Block's 1st two initials/
the first three initials of the member's name/the last
four digits of Aadhar, If Aadhar is not possible, it
could be the last four digits of a member's phone
number.




*» Quality check at the procurement centre

The production management tool aids in
conducting farm-level quality checks at regular
intervals to monitor pesticide usage, seed quality,
and other factors crucial for maintaining
consistency in produce quality. However, quality
checlis at the time of procurement are also essential
to drive price negotiation based on quality and
grade, The segregation of produce based on quality
parameters and grade is vital to comply with
assured buyers' requirements regarding quality and
grade, as it ensures that commitments to buyers are
met, ultimately contributing to buyer retention.

[ g g L
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+ Sorting and grading

At the time of procurement, FPO must run the
quality checks, buy the produce from the farmer
based on quality and grade, and then ensure the
produce storage is similar.

= Sorting

Sorting involves the separation of produce based
on various criteria such as size, shape, color,
maturity, and guality, The goal is o remove
damaged, diseased, or inferior items to ensure that
only high-quality produce reaches the market. Here
are the typical steps involved in sorting:

Initial Inspection

The produce is visually
inspected to identify any
obvious defects or damage

Removal of Foreign Material

Any foreign materials like
leaves, stems or debris are
removed from the produce

Size Sorting

Vegetables and grains are
often sorted by size using
conveyor belts, screens or
manual labour. This helps
create uniformity in the final
product

Colour Sorting

Some fruits and vegetables
are sorted by colour, as this
can be an important factor for
consumer preferences

Quality Assessment

Trained personnel assess the
guality of the produce, looking
far signs of decay, bruising,
insect damage, or any other
defects

Y

Maturity Sorting

Sorting may involve separating
items based on their maturity
level, For example, some fruits
and vegetables need to be

4

End

sorted into different ripeness
categories




+ Grading

It involves assigning a specific quality grade to each produce. Grading helps buyers and consumers
produced batch based on established standards. make informed choices and sets pricing standards.
The grading process is typically carried out after Here are the steps involved in grading:
sorting and can vary depending on the type of
Figure 25
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S;:'}Zgﬁfﬁf:ﬂ?;?;ﬁgﬂg::5:d A sample of the produce batch The sample is compared to the
M 4 ! foict sp ! > is taken for grading. This b established standards, and
Th:-;e I;tlan da?;?s E::g u:uaﬁ ;s.at sample should be each item In the sample is
b i EhlY, representative of the entire assigned a grade based on its
A QR YSTIIENL ARSIy batch conformity to those standards

industry organizations

¥

Packing Labelling
Documentation Graded produce is then The graded produce is labelled
Receords of grading, labelling packaged in containers suitable with the appropriate grade
and packaging are maintained for transportation and storage. < designation. Labels may also
for traceability and quality Packing materials should be include information about the
control purposes clean and appropriate for the origin, date of packing, and
type of produce other relevant details

Y

End

Table 20

QC at procurement for sorting the produce based on quality and grade

Visual Inspection Conduct visual inspaction for external defects like bruises, cuts,
discoloration, mould, or signs of pests or diseases. Must reject produce not
meeting visual guality standards.

Size and Uniformity Check size and uniformity for consistency. Sort produce based on size
caiegories or grading standards. Must reject outliers deviating significantly
from desired size range,
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Freshness and Ripeness

Weight and Quantity

Temperature and Storage

Packaging Integrity

Quality Testing

Assess freshness and ripeness based on colour, texture, firnness, and
aroma. Accept only fresh, ripe produce (in case of vegetable/ fruits) suitable
for consumption or processing.

Waigh produce and verify quantity agains! expecled guantity specified in
procurement agreement. Ensure accurate measurement to prevent under- or
over-supply.

Monitor temperature and storage conditions fo prevent spoilage or quality
loss. Reject produce exposed to improper conditions.

Inspect packaging for integrity and cleanliness. Reject produce with
damaged, tomn, or contaminated packaging.

Conduct quality testing or sampling to assess parameters such as
sweetness, acidity, moisture content, or nutrient levels. Use appropriate
methods and equipment for accurate results, the list is provided in the
procurement planning section.

B e Moo il e el

Lols of Different Produce &
Varieties

Floering of Storage Space

Staking Platform

Staking of Bags

Packaging and labelling

Storage Bags

Pest Control In storage of
Froduce

a7

The siock procured by FPO is needed to store for lenger time ranging from 2
- 8 months at FPO godwon. The Produce must be stacked in lots according
to the type of produce, variety, and quality of produce

The flocring of storage needs to avoid any collapse of the slake as well as
any eontamination from humidity or wel flooring

Staking must be done on pallets to avoid direct contact with flooring.

The slacking of bags done based on the maisture content. The LXBXH of
stake is so maintained to be easy for fumigation, handling, and safe storage.
Staking must be done away from walls, pillars, doors,

Ensure that each baich of produce is properly labelled with information such
as- produce name, variety, grade, harvest date and farmer code to ensure
traceability

The gunny bags are preferred over plastic bags for storage. For long lerm
storage, cocoon bags can be used for storing the grains.

Insect pest and rodents cause spoilage as well as waste of produce in
storage. The fumigation and pest control schedule need to be prepared
based on the type of crop produce to avoid store grain pest and other
contaminations.




Record Keeping

Record of the stored produce with respeet (o the type of crop produce,

variety, date of produce, volume of lot, etc details are recorded. Inward and
outward entries must be maintained to keep a track of stock procured v/s
sold. Download templata for stock régister.

Insurance of the Stored
Produce

etc.

It is always better to protect the stock of produce in storage by insurance
cover. This will be helpful to avoid loss due 1o thell, fire, natural calamities,

QC at the time of transportation to maintain the quality & segregation and
avoid wastages and losses

Heat control

During transportation, there should be proper arrangement of sufficient

aeration and insulation to reduce the heat

Stacking height should be kept up to 6 to 10 tiers.

The bags used should be new as old / teared bag may lead to pilferage of

While handling and lifting of bags during transpartation, too much use of
hooks by labourers should be aveided, which may cause spollage losses

Transit insurance must be issuad o prolect any potential loss due o

Stacking
Bag Handling
produce during transgort.
fram the bags
Insurance
accidents, thefi, fire, etc during transit
Documentation

The FPO must maintain comprehensive records of
procurement transactions. This must include a
source of produce, variety, grade, quantity, date of
procurement, the input wused, etc. This
documentation needs to be maintained
throughout the supply chain jourmey until the
product reaches the buyer. FPO can always trace
the batch and identify the farmer/s with the
defective batch in case of any rejection due to
quality issues. Refer to the template for
procurement  documentation at the MPA

aggregation point.

Transaction Record and Payment to Farmers
Module 8 explains the process of managing
transactions and record keeping while procuring
the produce from the farmers.
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Processing Business

Processing Business includes processes under
which any raw product of agriculture, dairy, animal
husbandry, meat, poultry, or fishing is transformed
through a process (involving employees, power,
machines, or money) in such a way that its original
physical properties undergo a change. The
transformed product has commercial value and is
suitable for human and animal consumption.

It also includes the process of adding value to
produce products through methods such as
preservation, addition of food additives, drying,
etc., with a view to preserving food substances
effectively and enhancing their shelf life and
quality.

Procurement
documeantation

Tomplate {or slock
register



Food processing industry in India can be segmented as follows

Figure 26

Cereal/Pulses milling

Fruit & vegetable
processing

Milk & milk products

Processing Model/Type of Processing
Primary processingis the conversion of raw
materials to food commodities. Milling is an

example of primary processing.

Secondary processing is the conversion of
ingredients into edible products. It involves
combining foods in a particular way to change their
properties. Making flour from wheat is an example
of secondary processing.

Tertiary processing involves refining or

transforming raw materials or semi-finished goods

Beverages like coffee,
tea & cocoa

Fish, poultry, eggs,
& products

Meat & meat products

into final products ready for consumption or
distribution. Unlike primary processing (basic
cleaning, sorting, and initial processing) and
secondary processing (intermediate processing
such as cooking, cutting, or packaging), tertiary
processing adds significant value to the product
and often involves more complex manufacturing
processes.
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Products

Fruits and
vegelables
Milk

Meat and poultry

Marine products

Grain and seeds

Beverages

Primary Processing

Cleaning, sorting and
eutling

Grading and
refrigeraling

Soting and
refrigerating

Chilling and freezing

Seeding and grading

Sarting, bleaching and
grading

Secondary Processing

Slices, pulps and paste
Cottage cheese, cream
simmered and dried milk

Cut, fried, frozen and chilled

Cut, fried, frozen and chilled

Flour, malt and milling

Leaf, dusl, powder

Tertiary Processing

Ketchups, jams, juices
and pickles

Processed milk,
spreadable fats, yogurt

Ready to eat meals

Ready to eal meals

Biscuits, noodles, flakes,
cakes and savory

Tea bags, flavoured
coffee, soft drinks,
alcoholic beverages

Steps for Establishing a Processing Business-

Typically, an FPO initiates its operations with
output sales, followed by input sales. It is
recommended that these businesses be allowed to
stabilize and generate profits for the FPO.
Subsequently, the FPO may consider venturing
into the processing business. However, establishing

Figure 27

a processing unit must be carefully evaluated based
on several factors. These factors include market
demand, the FPO's resources and financial
capabilities, technical expertise to operate a
processing business, and a thorough assessment of
potential risks.

Evaluate risk Assess Evaluate Assess
—>  resources & 3 market % financial
management B e
capabilities demand viability
< |
Y
Assess value
Evaluate addition Assess
technical -— potential + 0 market
expertise infrastructure access &

& facilities
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Market Assessment

The market study needs to cover the demand for
processed products in local markets and district
centers and the demand at the national level across
different states. Based on the processing FPO
intends to involve, market assessment should
constitute the following key elements:

+ Industry Drivers - Demand drivers can be the
health benefits of the products, the convenience of
especially ready-to-eat products, and different forms
of the products that are consumed in different
markets, Example: Millets processing may be
targeted at health conscious consumers.

+ Market Segmentation - Target customers must be
segregated based on geographical (Urban/Rural),
Age (Children, Young Adults, Old), Gender, and
Usage of products (Domestic usage or Industry
usage for further processing). Example: Ready-to-eat
products are targeted at urban customers. Usage of
products - Processed Pulse may be used for home
consumption or by industry for further processing
to make snacks and other ready-to-eat products.

+ Demand Estimation - Market Surveys, Studies of
historical trends for similar products in the market,
etc, can be undertaken to assess the Market
potential for the products identified for processing.

« Competitive Landscape - Study the significant
players in the market producing similar products.
Their historic sales trends, product basket, and key
features of the product offering are important to
assess the market need for a new product. Also,
understand the current/ past challenges faced by the
other players in the market.

Cleaning and

Raw Pulses e Grailing
iavi ¢ Splitting &
SRLYE De-husking
N
Husk o
Aspiration ? Polishing
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Assessing FPO Readiness-

Technical Expertise: Ensure that the FPO has
access to technical expertise or partnerships with
professionals knowledgeable in food processing
techniques, quality standards, regulatory
compliance, and product development. This
expertise is essential for ensuring the success and
safety of the processing operations.

Value addition potential- Evaluate the potential
value addition that processing can bring to the
FPO's products. Processing can significantly
increase the value of agricultural commodities by
transforming them into higher-margin products
with longer shelf life, enhanced quality, and greater
market appeal.

Risk management: Evaluate potential risks and
challenges associated with starting a processing
business, such as market volatility, regulatory
compliance, quality control, supply chain
disruptions, and competition.

Infrastructure Set Up-

Here, an example of pulse processing unit setup is
shared to understand the various stages of setting
up the processing business post the initial planning
exercise-

Process Flow for a Pulse Processing Unit-

Pitting — Sieving
N
Conditioning ¢— wﬂ?;i:gﬂll
Packaging




Land and Land Development-

The processing unit needs to be set up in an ideal
location free from water logging and with good
road and other infrastructure facilities connectivity.
A pulse mill requires a factory shed of
approximately 1000 sq.mt. Therefore, sheds
should be constructed to house machinery,
utilities, and other miscellaneous fixed assets with
a scope for future expansion. The land should have
the load-bearing capacity to withstand the load.

Building and Civil Works-

The shed should have proper ventilation, and
windows should be provided with standard wire
mesh to restrict insect entry. Assuming the
construction cost is Rs, 6000 per sq. meter, the
total construction cost for the built-up area is
Rs.60.00 Lakh. Another 300 sq. meter area is
required for the office, boundary wall, parking area,
etc., for which Rs. 10.00 Lakh may be necessary to
take care of miscellaneous civil work.

Plant and Machinery

lable 22

Sr No. Name of Machinery

1 Combined grain cleaner with motor

2 Modern mini pulse mill with screw press, roller machine, air blower, pneumatic
arrangement & all other standard accessories but without the electric motor

3 Grain polisher machine complete sel with blower and electric motor, including
all the standard accessories

4 All required elevalors & accessories set

5 15 H.P electric motor of 'CROMPTION' make, TEFC medel, complete with
starters and main switch

(1 Flatform digital welghing machine with weighing capacity upto 100kg, the

complete sel




Miscellaneous Fixed Assets: Miscellaneous fixed
assets will cost approximately Rs. 5.00 Lakhs. This
includes the cost of office furniture and other
infrastructure, telephone installation, electrical
infrastructure, ete.

Preliminary Preoperative Expenses: There will be

different preoperative expenses, such as
registration, establishment, traveling, market
survey, administrative, interest during the

construction period, trial run expenses, etc. Rs
17.00 Lakhs is required to pay these expenses.

Contingency: These charges are 2% of the project’s
cost, excluding the preoperative expenses.

Margin Money for Working Capital: Margin
money for working capital is considered for one
cycle in the project cost while calculating the
project component.

Procurement of Raw Material- The primary
operational cost is the purchase price of the raw
materials. Since the units are processing different
types of pulses, their cost/purchase price will be
different. Apart from that, the price differs from
time to time, depending upon the raw material
availability. The price immediately after the
harvesting is lower than that after a considerable
time gap, Further, the units sometimes procure

Factory Manager

Clerk

Operator
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pulses from outside their respective districts to
make them available at a lower rate. The stock of
local pulses may be sufficient for a certain period of
processing activity, after which the units had to
depend on the pulses from outside the district or
the state, For example, the average purchase price
of the pulses is estimated to be Rs. 50000/- per MT,
even though the actual purchase price varies from
Rs. 40000/- to Rs. 50000/, depending on market
demand. The raw materials account for around 90
percent of the cost of operation of the units.

Person Power Planning

There is a need for both skilled and unskilled
workers to operate the processing unit, requiring
technical, administrative, supervisory, and
unskilled staff for handling and packaging.

Unskilled Workers-Ten labours are required for
unskilled worlk like handling, packing etc. Wages
per person per months Rs. 5000/-. This would be
cost for Rs. 6.00 Lakhs per annum.

Skilled Workers - Technical and administrative
tasks

Machine Operator, Storekeeper, Supervisor, Factory
Manager etc. are skilled workers.

Storekeeper

Skilled Workers

Unskilled Workers




Financial Planni
Financial Planning for setting up the processing
unit involves understanding various elements
related to cost and revenue estimation and long-

profitability and viability of the business. It will use
costing,. management accounting, and project
evaluation methods such as discounted cash flows
and internal rate of return (IRR). The Financial

term sales projections to arrive at the long-run Planning steps are stated below,
Figure 30
1 El
Build Product — Breakeven — me;trmzi\:;;u“
Costing Model Analysis Analysis
|
4. 3.
Project IRR & 3 Financial
Payback Period Planning
« Build a template to capture various cost Product Costing - Product costing involves

components involved in processing business and
compute the cost of products based on MHR, etc.

« Template to capture variable, fixed overheads, total
cost, and contribution to compute breakeven point.

« Year wise projected revenue based on capacity of
the unit established and expected price realization,

» Project Internal rate of Retum and payback period
based on the projected revenues and capital
invested.

» Build the femplate to capture all required

assumptions on price, demand, and expenses and
project the revenues and monthly cash flow for the
financial year.

assimilating various parameters related to the
processes involved in the entire processing unit
and arriving at the cost per unit of the final
products and the cost per unit of output at the
intermediate stages of the processing,

Input parameters required for the costing in
processing unit- (sample from planning template)




Overhead Cost

Description Cost Type Process 1 Process 2 Process 3 Process 4
[Floor Area Ocenpled i'sqFt 150 S0 I5 15
Cast of Machines is XN 200 IHNKH] SO
\Life of Machine Years 110 10 10 10
:m Value % W W5 17 e a8
|Electricity Uniks by Ma kv ) 0 11 10
Houry processing cap Kg 10 10 100 1
Hre af mrliun.l'ﬁ_f Hours 5 b 3 g
Humber of production| Days 25 25 25 75
Labour Regquired Cowumnt 2 z 2 2
Labour Daily Rate ks 40 00 00 00
Procurement price of | Rsfkg
Processing e Miclency %
|By Product Ssle Price| Rs/Kg
|Raw Material Transpo ke
|Humber of Trips for Rd Count
Byproductl (%
By product 2 L
Packaging Size Kg
[Rent of Pramises per PRs Fhied
Supsrvisor Cost Psr MRs _ Fied
(Other Support Staff- Aks Fixed
Power Cont Rs Variabla
Waler Rs Variable
Repairs and Maintana ke _|Fined
Markedng Cost |n| Fixed
Selling Price of Main IRs
Ptﬂﬂ_c_trl
Equity and Grants 65%
Loan from Banks 35% B . TR
sn Description t!' gnt
Interest - Lunﬂ term 6% Land
1| Development 1000000
‘Working Capital Finance 2l civii Works SO
Plant and
3|Machinery 2000000
Cash 65% Miscelleneous
- - 4|Fixed Assets 50000
Working Capital Prefiminary and
finance from banks 35% Pre-operative
Interest - Short term 9% 6|Expenses 500000|




Breakeven Analysis - Breakeven analysis entails
calculating and examining the margin of safety for
an entity based on the revenues collected and
associated costs. In other words, the study shows
how many sales it takes to pay for the cost of doing
business. Analyzing different price levels relating to
various demand levels, the breakeven analysis
determines what level of sales is necessary to cover
the company's total fixed costs. A demand-side
analysis would give a seller significant insight into
selling capabilities. It will help determine the
capacity at which the processing unit must operate
to cover the fixed cost of production.

IRR - The internal rate of return (IRR) is a metric
used in financial analysis to estimate the
profitability of potential investments. IRR is a
discount rate that makes the net present value
(NPV) of all future cash flows equal to zero in a
discounted cash flow analysis. The higher the
internal rate of return, the more desirable an
investment is. IRR is uniform for investments of
varying types and, as such, can be used to rank
multiple prospective investments or projects on a
relatively even basis. In general, when comparing
investment options with similar characteristics, the
investment with the highest IRR would probably
be considered the best.

Breakeven Analysis based on monthly sales volumes and cost

Table 23
Description Cost Type
Rent of premises per month Fixad
Supervisor cost per month Fixed
Other support staff - Fixed
accountant, store keeper,
security and cleaner
Power cost Variable
Water Variable
Repair and maintenance Fixed
Material cost \ariable
Labour cost Variable
Raw material fransporiation cost \Wanable
Packaging costs Variable
Depreciation of fixed assals Flxed
Interest on project finance Fixed
Interest on working capital finance Variahle
Marketing cost Fixed
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Total Amount

20000

15000

30000

20000

2000

10000

687500

G000

10000

5100

15833.33

10500

2274.89

7000



Description Unit
Total fixed cost Rs
Tolal variable cosl Rs
Total output Kg
Variable cost per unit Rsikg
Sealling price per unit Rs/Kg
Contribution Rs/kKg
Breakeven point Kg

Financial Analysis Tools

Financial Analysis Tools help determine the cost of
the products in a processing unit going through
multiple processes, the breakeven capacity of the
processing unit, and Business wviability through
future cash flow projections. Two scenarios apply
to processing units.

Setting up Processing Business with Own
Processing Unit

The infrastructure required for processing business
- Land and Buildings, Plant and Machinery is set up
by FPC. Template for financial analysis for
processing business- own processing unit can be
downloaded, and the formulas are prefixed.

Setting up Processing Business with Outsourcing
Processing

In this type of unit, FPC doesn't need to invest in
Land and Buildings, plants, and Machinery, and the
processing of raw material is done through a third-
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Amount
108333.33
786874.83
10000
78.69

120

41.31

262229

party milling unit at a specific agreed cost per unit.
FPC resources are focused on marketing and
distribution of products to generate revenue.
Download the financial anmalysis for processing
business- outsourced processing unit

Legal Requirement

To operate any processing business and sell it in
the B2B or D2C market requires permission from
the state government under the trade license and
FSSAI license to sell any processed food item. To
know the process of application and
documentation requirements, refer to the process
for trade license FSSAI license under module 9.

Financial analysis for Financial analysis for
|'.'||:'L‘|l.".1{."-i:illh|;1 Ile!'slrlf':'E}- pror_'-:&!tlnt_p busine&ag-
owWn processimng umit third rl-'1r15.- it



MODULE 8
Financial Management




FPOs, being legal business entities, are required to
submit a balance sheet (Form 23AC), profit and loss
statement, and annual return to comply with the
business's legal obligation. Furthermore, the
operational performance of FPOs needs to be
examined to ensure transparency and efficiency in
FPO financial transactions and to understand the
benefits that farmers have received as a result of
their involvement.

Financial Management is a process that allows a
business to plan, execute, and track. It provides
data to support and make informed liquidity, cash
flow, profitability, and more decisions. The scope of

Financial Management has two core aspects: :
Planning and Budgeting -such as how much money
company will need to keep positive cash flow, plan
new revenue streams, allocate/ arrange budget to
meet the cost, and second is Financial Processes -
how to process and manage financial data- like
invoices, payments, inventory, the benchmarks for
any transactions, transparency and accuracy in
transactions for a clean and consistent data. The
processes also outline the decision makers in the
business such as who will sign what and roles and
responsibility of FPO CEO, Board and Accountant
including CRPs/CSPs who are authorized for
participating in financial processes.

Figure 31
Planning e Maximize Profit
/ Transparency with
shareholder farmers
Financial Management —— Budgeting g -

e

Financial Processes —

Module 4 of this toolkit covers the planning
process, and this section will focus on the key
process that guides FPOs in managing day-to-day
financial processes at FPOs for smooth operations,
reliable data to guide cash flow planning and
forecasting, and timely reporting.

Financial Processes of FPOs

In this document, the financial processes of FPOs
are structured into two categories. The core
operations, such as dealings with farmers, vendors,
input and output sales, and compliance etc.., are
defined as Core Financial Processes. Additionally,
there is a strong emphasis on thorough
documentation and maintaining  specific
benchmarks for cash handling, categorized as
General Processes.
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Optimize operations
cost

Compliant with legal
requirements

FPOs Financial Resources

Category 1. General Processes

It is an overarching financial process connected to
all activities involved in core processes. The details
of each category is outlined below

Category 2. Core Processes

It involves all the major business heads booked
directly under the books of accounts. It includes
rights from membership fees, sales, and others, as
explained in the below illustration.




Flgure J:z

General Processes —

Financial Processes

Core Processes —

Figlire 33

— Cash Management Process

— Bank Reconciliation Process

Financial Record Filing,
Preservation & its Disposal

- Accounting & Documentation

— Membership & Share Capital

—  Input Advance & Vendor Purchase

e Sales

— Audit

Fixed Payments & Recurring
Fixed Payments

— External Borrowing

General Processes

Financial
Cash } Bank ~_,-| record filing, ; Accounting and
management reconciliation preservation documention
and its disposal
Cash Management
Cash management involves the collection, is essential The procedures and techniques

handling, and use of cash. It encompasses all
activities aimed at efficiently managing cash inflow
and outflow to ensure sufficient liquidity for the
entity’s needs. This process optimizes cash
utilization to maximize both liquidity and
profitability. To effectively control the collection,
disbursement, and management of cash within the
company, a well-defined cash management process
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employed in cash management are designed to
ensure the most economical and effective cash
flow methods are used to finance FPO activities

The cash management process for FPOs involves
four key processes; below are the detailed activities
for each process:




Cash Payments

Cash payments can be limited to petty cash

expenses and up to a limit decided by the board.

The maximum permitted cash transaction

suggestive limit is INR 5,000.

« Payments over the permitted cash transaction limit

to vendors/ consultants/ staff advances can be made
by account payee cheque/ bank transfer.

Cash Depositing Process

The cash depositing process with FPO is a common
process across the 6 categories wherever the
amount is received by the accountant/FPO. This
cash depositing process is for small amounts
received from buyers and farmers. Any transaction
exceeding the permitted cash transaction limit will
be made by cheque or bank transfer.

= In exceptional cases, cash advances exceeding the

permitted cash transaction limit or INR 5,000 can be
provided to staff after obtaining documented prior

approval from the BoD/CEO,
The accountant shall ensure that a revenue stamp of
INR 1 shall be affixed and crossed on all payment

accepled only
with the
summary sheet
for cash
deposition and

vouchers above INR 5,000.

able 24
Policy Process Procedure
- Amount to be Summary sheet

with amount
received

are as follows:

Timeline

- Authonzed person (CRF/ Day of weekly deposit
CS5Ps) must weekly (T

deposit the collected

amount either with the

accountant or directly in

the company's bank

its supporting account,
document

- In case, the amount is
- Payment deposited in the bank

collected must
be submitted to
the accountant
within 7 days of

then s/he must submil the
depaosit slip with the FPO
within 7 days cycle.

collection, - In case it excesds 7
days, Accountant shall
- CRP/CSP communicate the delay

must be given
the carbon copy
of their
summary sheet

from any Authorized
persan (CRP/CSPs) to
CEQ in writing.

with the - Authorized person (CRP/
signature of the CSPs) should give the
receiver. reason for it lo the CEQ in
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writing.

- Mo summary sheel
without supporting will be
accepted,

The steps involved in the cash depositing process

Formats

Summary sheet for

cash deposilion




Policy Process

- Amount above

then thea

retention limit in

the cash box

must be

immediately

deposited in the

bank account
Amount
«calculated and
counter
signaiure done,
and carbon
copy of the
summary sheet
provided to the
CRRPICSP

112

Procedure

- if Accountant is absent,
the CEO will collect the
amount following the
procedurea.

- In case of amount
mismatch, CEQ must be
informed, and the amount
brought will be received
and new summary sheet
will be prepared for the
amount received.

- In case, where details/
supporting of the money
collected are missing then
amount will be received
and entry will be made in
the name of the CRP/
CSP.

= The matter will be
escalated to the CEO,
CEQ will ask CRPICSP to
bring the details within 3
days.

- If CRP/CSP doesn't
bring the details within 3
days, then tha matter will

be escalaled lo the BODs,

- BODs can ask the
concerned CRP/CSPs to
deposit the details by the
upcoming weekly deposit
day.

- If s/he still doesn't bring
lhe details within a week
then a memo will be
issued to him/her by
BODs

Timeline

Complete form must
be submitted within 3
days.

Formats

Es=scalation letier

lettar




Policy Process

- Amount above
then tha
retention limit in
the cash box
must be
immediately
deposited in the
bank account

Cash book
updated, and
money added 1o
cash box, Cash
box
recalculated to
check if the
amount doesn't
axceed the
retention limit

In case amount
exceeds the
retention limit,
excessive
amount will be
deposited in the
bank account
with no delay
either on the
same or next
working day.
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Procedure Timeline

- If sihe delays further,
then her'his engagement
with FPO will be
tarminated and s/he will
be blacklisted for 6
months.

- Other CRF will be
engaged o collect the
required details of farmers
with the help of FIGs and
Board member of that
cluster.

- In case for any problem
being reported for =3
limes in a month for one
CRP/CSP then the CEO
will give the concermned
CRP/CSF a warning
letter before escalating
this behaviour to the
management,

- Accountant to add the
cash inte cash box. Entire
cash box will be
calculated at the day end
and that must update the
same in the cash book.

Accountant to collect
the cash on the day of
money collection,

Fortnightly random
physical verification by
CEOQ/BODs

- CEQ/BODs will

fortnightly do the sudden

and random verification

using physical verification

format and for that

purpose physical

verification cash file will

be maintained

By the end of the day
money collected or the
next working day

- If the cash in the cash
box exceeds the retention
limit {refer cash mgmt.
palicy), the accountant will
prepare the entry in the
bank book to deposit It in
the bank account,

Formats

Physical eash
verification

template




-The CEO will be

updated by the

accountant of the cash
being taken out of the
office to deposit it in the
FPO's bank account,

- Counter slip received
and added in the bank
deposit receipt file,

- Random verification will
be done by BODs/ CEOs
as and when possible.

Cash Payments

» The daily cash withholding limit must be decided. It
can be limited to INR 20,000.

» ash balance held more than the cash withholding
limit should be justified, documented, and
subsequently approved by the BoDs.

« Request for cash replenishment may be initiated by
the accountant when the balance of cash in hand is
reduced to 25% of the cash withholding limit.

* The accountant shall keep cash boxes in the office
under lock and key.

» The duplicate cash box key shall be kept with the
BoD/CEQ.

« Adequate (depending upon the turnover in the last
financial year) insurance coverage (cash-in-transit
and cash-in-safe) shall be obtained for the maximum
amount of cash as stipulated under ‘cash
withholding limit" and care should be taken to
ensure that cash balances after office hours at any
single day do not exceed the amount insured.

Cash Reconciliation

= At the end of each working day, the designated
Assistant shall physically count the cash in hand in
cash boxes and reconcile it with its manual cash
books.

» Physical cash shall be verified by the BolyCEQ
perindically at least once a month, and it shall be
ensured that it is reconciled with the balance in the
manual cash book and the cash book in software,
mentioning the currency denomination. The results
of the physical cash wverification shall be
documented, and any discrepancy shall be
reconciled before the close of the day.
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Bank Reconciliation Process

A bank reconciliation process involves comparing a
company's business sales and expenses records
against its bank's records. This verifies the
accounting numbers, ensuring the balance on its
books reflects those shown on its bank statement.

What is Bank Reconciliation Statement (BRS)?

A bank reconciliation statement (BRS) is a report or
statement prepared by the business to match the
bank transactions recorded in the books of
accounts with the bank statement.

» The bank reconciliation is an internal control
process that helps prevent and detect fraud and
identify errors that can affect business tax and
financial reporting.

Why BRS is prepared?

« Cheques were issued but not cleared by the bank.

» Difference in cheque deposited and cheque credited
date,

« The date of the cheque issued for payment, and the
debited date are different.

» Cheques issued or received are not presented to the
bank for clearing.

» Bank interests, charges, etc., are not accounted for.
The reason is that it is not known till you reconcile.

« Banks can also make mistakes when debiting or
crediting transactions. Just like banks, accountants
can make mistakes in accounting for bank
transactions in books of accounts,




When to prepare a BRS?
FPOs must prepare their BRS on a monthly basis

What is required to prepare a BRS?

» Bank Book: All transactions related to the receipt of
money in the Bank and payments made through the
bank are recorded in the bank book. Its format is
similar to that of a cash book.

« Updated passboolk.

Figure 34

Start

-+;

Obtain bank records from bank
and open the bank nook =
records

Prepare BRS indicating
remaining differences between
bank book and bank “
statement. CEO and
accountant will sign the BRS

Y

BODs will approve the BRS
and end balance will be =
marked
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Find a starting point (from the
last time financial records
coincided by bank records)

Check bank withdrawals, tick
bank book entries which are <
on the bank statement and

identify the differences if any

Point to Remember:

The Bank Reconciliation Statement should not
include any transactions that have not been
recorded in the FPO's books. For example, any
interest credited or bank charges levied by the bank
that have not been accounted for by the FPO
should be recorded in the FPO's books before
preparing the BRS instead of being allowed to
appearinit.

Bank Reconciliation Steps

Check bank deposits, tick bank
N book entries which are on the
bank statement and identify
the differences, if any

Y

Check book's income (each
income should match the one
on the bank records), tick bank
book entries which are on the
bank statement and identify
the differences if any

End



Table 25

Policy Process

BRS must be CTbtain bank records
done an from bank and open
manthly the bank book records,
basis

Find a starting polnt
(from the last time
financial records
coincided by bank
records)

Check Bank deposits,
tick bank book entries
which are on the bank
statement and identify
the differences, if any.

Check book's income
{each income should
match the one on the
bank records), tick
bank book entries
which are on the bank
statement and identify
the differences if any.
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Procedure

+ Bank statements must
be obtained al the end
of each month
preferably 1st or 2Znd
day of next month.

* BRS must be done an
accauntant en I‘l'lﬂ'l"ilhly'
basis

« Begin the reconcillation
from the last time the
financial records wera
coinciding with the bank
account balance.

+ Running through bank
deposits to ensure all
appears as income in
the account,

« If any deposits are
missing, then it shall be
entered directly as
interest, refund, sale,
elc. for a matter of
canveniance.

* Running through
income to ensure all
income appears in the
account,

= Any missing figures
should be added
immedialely like
payments that might
have bounced or buyer
may have failed to
credit in the FPO's
account.

Timeline

1st or 2nd day of
the next maonth

On last working day
of each month

On last working day
of each month

On last working day
af each month

Format




Policy

Process

Check Bank
withdrawals, tick bank
book entries which are
on the bank statement
and idenlify the
differences if any.
Prepare BRS. CEOQ
and Accountant will
sign the BRS,

BODs will approve the
BRS, and End balance
will be marked.

Procedure

= Record all bank

withdrawals in bank
book including bank
fees which is yet to be
accounled for

Examine both the bank
statement and bank
boaok to ensure all
entries must match.,

Any discrepancies
should be cored either
by addition or
subtraction of the error
amount.

Crosschecks the
axpenses in your bank
book, malch and clear
them.

In case balance doesn't
reconcile, recheck all
the entries and an old,
reconciled statement. If
problem persists, then
take help from you
Intermal Auditor.

Timeline

On last working day
af each month

Format

Financial Record Filing, Preservation, and its
Disposal

Financial record keeping and preservation is the
process of filing all the documents in an organized
manner to have easy access to them as and when
required and to preserve them from the statutory
standpoints.

All the files/registers/documents shall be named in
a common format to clarify its maintenance. The
format will be:

FPO Name's acronym/Financial Year/Category
acronym/ Sub-Category/File Name/1
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FPO Name's acronym [(Financial Year/Category
acronym/ Sub-Category/File Name /2

The list will move on similarly.

If the file/register for the same category needs to be
changed due to no available page in it, then it must
be named in the following manner:

FPO Name's acronym/Financial Year/Category
acronymy/ Sub-Category/ Register or File/1.1




Tahle 26

Period of Preservation of Statutory Registers/Records

1 Register and index of members Permanent
- Books of accounts and vouchers 8 years
3 Register of deposils B years from the year of last
enftry
4 Annual return and certificate 8 years from the date of last Filing
annexed thereto with ROC
o Any other statutory registerirecord 8 years
Disposal of the Records:

Document destruction after the preservation
period shall be done under the guidance, authority,
and directions of a committee consisting preferably
of the Company Secretary and other members as
nominated by the board.

A list of the documents to be destroyed will be
prepared and duly signed by the Disposal
Committee. After disposal, the list of records with a
statement of destruction will be presented to the
Board members.

Accounting and Documentation

Trial Balance

It is a bookkeeping worksheet compiled for internal
use, On it, one lists all the general ledger accounts

along with their closing balances. The balance of
every ledger is combined into credit and debit
account column totals that are always equal.
= Trial balances must be prepared monthly to ensure
minimal financial errors, assess profit, and assist the
company’s internal auditing process.
» Accounts and ledgers are to be closed monthly.
« The trial balance must be printed from the tally and
added to the Trial Balance file after preparation.
« If a trial balance is not tallied, then the debit and
credit balances must be rechecked.




Figure 35

Calculate Record Calculate

the debit and the total of
balance of credit the debit
each of > balances > and credit
the ledger in the trial column
accounts balance
Table 27
Debit

All Assets (cash in hand, cash at
bank, inventory, land and building, plant and
machinery etc.)

Sundry deblors

Expenses (carriage inward, freight, rents,
rebates and rates, salary, commission etc.)

FPurchases

Loszes (depreciation, return inwards, profit and
loss account (dr.), bad debis etc.)

Profit and Loss Account

The profit and loss (P&L) statement is a financial
statement that summarizes the revenues, costs,
and expenses incurred during a specified period.

Profit & loss statement/account is prepared for two
main reasons.
« To know the profits/losses eamed/incurred by a
business,
+ Statutory requirements (Companies Act, Partnership
Act, or any other law)

119

Check if the Print it Add it in
debit total from the the trial
equals to tally and balance

2 thatofthe getit > file
credit approved
totals. It by the

must match BoDs

since every
debit has

credit
Credit

All liabilities (bank overdraft, secured and
unsecured loans, bills payable,
oulstanding payables or expenses, loan on
morigage etc.)

Sundry creditors

Reserve fund, general reserve, provision
for depreciation, accumulated
depreciation, etc.,

Sales

Gains (discount received, return outward,
bad debts, recovered, profit and loss alc
{cr) etc.)

P&L account consists of two components:

Trading Account:

« It is a statement showing revenue, cost of goods
sold, and gross profit or gross loss incurred by any
business entity, thereby measuring the overall
performance or efficiency of the business during a
particular period.

« It is generally T-shaped, including columns of Debit
and credit, and its components are as follows:




Table 28

Debit Credit

Opening Stock

Purchases Sales Revenue
Direct Expenses Closing Stock
Gross Profit Gross Loss
P&L Account Statement: + Details of banking transactions

The P&L statement is prepared post-trading » Details of cash transactions

account preparation to arrive at the net profit or net » List all sources of incomes

loss of the business, giving insight into its ability to

generate profits by showing the sales earned and  Process to Prepare P&L Statement:

expenses managed. Certain statements must be prepared before

preparing P&L statement:
The following are the documents required for
preparing the P&L statement:

Figure 36

x Geography of Work
bl Buess || Cwdtmberet | Mervew
Customers/Members
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Here is the step-by-step process to prepare P&L
statement:

Figure 37

Start

Y

Subtract cost of goods sold
Calculate revenue <) Calculate cost of goods sold - from revenue to determine
gross profit/loss

Y
Add additional income to your
ﬂpffﬁliﬂg Pl'f?'ﬁt- Subtract operating expenses Calculate operating expenses
EBITDA"= Operating profit- &  fromgross profitto obtain ¢ like rent, travel, salary, utilities.

earned
Y

Subtract interest, taxes,
Calculate interest, taxes, > depreciation and amortization N End
depreciation and amortization expenses from EBITDA to
obtain net profit

*EBITDA- Earnings Before Inlerest, Taxes, Depreciation and Ameortizalion




ABC Ltd.
Trading and Profit & Loss Account
For a Period Ending Oct.-Dec. 2018

Particulars Amount Particulars Amount
To Opening Stock Xxx By Sales XXX
To Purchases Xxx By Closing Stock XXX
To Direct Expenses Xxx
To Gross Profit Xxx
Xxx XXX
To Operating Expenses Xxx By Gross Profit XXX
To Operating Profit Xxx
X XXX
To Non- ratin ratin
o Non-operating XX By D_pe ating -~
expenses Profit
To Exceptional Items Xxx By Other Income XXX
To Finance Cost Xxx
To Depreciation Xxx
To Net Profit Before
Mx
Tax
Xxx XXX
Balance Sheet + The position and liquidity of an entity can be easily
A balance sheet is an important part of financial diagnosed with the help of a balance sheet.
statements that indicates an entity's financial  + The balance sheet of an entity helps the owner to
posiﬁgn at a given point in time. undertake necessary actions such as the expansion
of an entity or a project.
Importance of Balance Sheet:

» Through comparing different year balance sheets,
the growth of an entity can be analyzed.

* The balance sheet is a key document that must be
submitted to the bank to process a business loan.
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Here is the process to prepare the balance sheet:

Figure 38

Start

Y

Determine the reporting date
and period

Add total liabilities to total
shareholder’s equity and £
compare to assets

End i

What if Balance Sheet Doesn't Match?
The balance sheet should always match. The asset
should always match the liability column. But in
case it doesn't match, then one needs to check for
the following:

» Incomplete or misplaced data

= Incorrect transactions

« Inventory calculation error.

+ Miscalculated equity

« Error in depreciation or amortization calculation.

Books of Accounts and Records to be Maintained
by FPOs.

Figure 39

Financial

+ Cash book

+ Bank book

= Bank reconciliation statement register

« Shareholder PAS3 register

= Journal & Ledger

* Input register (purchase, sale, stock)

* Produce register (purchase, sale, stock)
- Fixed assets register

+ Inventory write off register

+ Loan register
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Identify the assets (current and
7 nen-current) >

Identify the liabilities (current
and non-current)

Y

Calculate shareholder's
equity

Being a legal business entity, all the FPOs must
maintain certain books of accounts to meet legal
compliance requirements, Some records are
financial, while others are important from a legal
standpoint.

The FPOs should maintain the following books of
records to ensure their sanity and sustainability.
The chapters ahead explain how to utilize the
documents/ records.

Non Financial

+ Board meeting register
+ Employees attendance register




Account Heads to be Maintained

The accountants in most of the FPOs struggle with
entries to be made for any transaction in the tally,
and this happens due to varied commodities being
dealt with by the company. To assist them in their

Table 29
Sr No. Primary Group
1 Capital Accounts
2 Capital Accounts
3 Capital Accounts
4 Reserve &
Surplus

L Current Liabilities
B Current Liabilities
7 Current Liabilities
a Current Liabilities
g Current Liabilities
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Group

Share Capital (Issued,

Subscribed and Paid
Up)

Share Application

Money Received

Reserve & Surplus

Cepreciation Reserve

Sundry Creditors

Loans (Liability)

Expenses Payable

Advance Grant
Received

Duties & Taxes

entries and simplify their work, below is the list of
transactions showcasing what kind of ledger needs
to be opened for which group and then how those
groups will be recognized:

Ledger

Ledger should be open in the
name of Members with add
HSCH

Ledger should be apen in the
name of Members with add
"SAY

General Reserve

Land & Buildings(L)
Plant & Machinery(L)
Furniture & Fixtures(L)
Computer & Printer(L)
Office Equipment{L)
Software(L)

Ledger should be open in the
name of Vendars

Ledger should be open in the
name of person/institute

Salary Payable
GST Payable
Income Tax Payable
TOS Payable

PF Payable
Provisions

Ledger should be apen in the
name of Donor

Tax on Salary

Tax on Services
Tax on Consultant
Tax on Rent
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Sr No.

10

1

12

13

14

15

16

1T

18

19

20

21

22

23

24

Primary Group

Current Liabilities

Fixed Assets

Investments

Current Assels

Current Assets

Current Assets

Current Assets

Current Assels

Loans &
Advances

Loans &
Advances

Loans &
Advances

Loans &
Advances

Loans &
Advances

Direct Income

Sale Account

Group

Bank OD Alc

Fixed Assets

Investments

Cash in Hand

Bank Accounts

Deposit

Pre-paid

Stock In Hand

Sundry Debtors

Stalf Advance

Others Advance

Loan (StafffMembers)

Suspanse

Direct Income

Sale Account

Ledger

Ledger Open in the name of
Bank Account Number

Land & Buildings(A)
Plant & Machinery(A)
Furniture & Fixtures({A)
Computer & Printer{A)
Office Equipment{A)
Softwara(A)

Ledger should be open in the
name of Type of Investment

Cash

Saving Bank Accounts
Currant Accounts

Fixed Deposit
Deposifs

Ledger should be oper in the
name of type of pre-paid

ltemn Wise

Ledger should be apen in the
name of Vendars

Ledger should be open in the
name of Staff with add "SA"

Ledger should be apen in the
name of persan

Ledger should be apen in the
name of person

Suspense

Sale (GST Free)
Sale (5%)

Sale (12%)

Sale (18%)




Sr No. Primary Group

25 Indirect Income
26 Indirect Income
27 Indirect Income
28 Indirect Income
29 Purchase
Accounts
30 Direct Expenses
31 Indirect Expenses
32 Indirect Expenses
33 Indirect Expenses
34 Indirect Expenses
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Group

Contribution

Interest

Indirect Income
Sundry Income

Purchase Accounts

Direct Expenses

Salary

Consultancy Charges

Travel

Overhead

Ledger

Donations
Ledger should be open in the
namea of Donor

Interest - Saving Deposits
Interest - Fixed Deposit
Interest - Others

Membership Fee
Sundry Income

Purchase (GST Free)
Purchase (5%)
Purchase (12%)
Purchase (18%)

Wages/Honorarium
Freight/Transpartation
Charges

Rent/Electricity (Godown,

Factory)

Ledger should be open in the
name of Stafl with add "SAL"

Ledger should be apen In the
name of consultant

Travel Expense
Local Conveyance

Printing and Stationery
Books and Audio-Visual
Expenses

Postage and Telephones
Rent, Water and Electricity
Repair And Maintenance
Insurance

Sundry Expenses

Bank Charges
Registration Cost
Auditors Remuneration




Sr No. Primary Group Group Ledger

35 Indirect Expenses Depreciation Land & Buildings (E)
Plant & Machinery (E)
Furniture & Fixtures (E)
Computer & Printer (E)
Office Equipment (E}
Software (E)

36 Indirect Income Written Off Stock
Advance
Core Category
Figire 40
Membership & Share Input Advance &
: Sales
Capital Vendor Purchase

Payments & Recurring

il Fixed Payments

External Borrowing

Membership Fee and Share Capital « Mermbers act through their General Meetings
The membership fee is a one-time, non-refundable
fee paid by farmers to register as members or Share Capital is the amount of money that the
shareholders of the company. company's farmers have invested in the company,
represented in the form of shares.
Position of members/shareholders in the company:
+ Only primary producers or producer organizations  Benefits of becoming a member/shareholder of the
can become members of a producer company. company
= Membership is acquired by purchase of a minimum « Quality input at comparatively discounted rate
of one share, and the maximum can be 2000 in a » Easy access to market
Producer Company and 1/10th in Cooperative « Profit sharing,
registered FPOs. « Knowledge enhancement
* A Producer Company can act only through its
members,
» Members create the company and can also wind up
the company.
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Policy:

Table 30
1 Forms and share
money collection
- Mandatery Documents to
be collected from farmers
3 Cocumentation
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Oniy the prescribed format with the serial number
lo be used.

Forms and money receipt must be issued to the
authonzed person (CRF/CSPs)

Only authorized parsons can collect the form and
meney,

Payrment musl be submitted to the accountant
within 7 days of collection,

Farmers must be given immediate Money
Receipt

Na share money in part to be collected.

Loss of money receipt page or booklet must be
immediately reported in the office

KYC (Aadhar) and the first page of bank
passbook must be collected from each willing
farmer,

In case, beneficiary does not have Aadhar then
her voter id and the first page of bank passbook
will be collected

Only complete and comrect forms with KYC shall
be accepted by the accountant.

In case of anyone bringing share money with the
incomplete forms & KYC, money will be collected
and deposited in FPO office as an advance (o the
person bringing it until sfhe submits the complete
form within 7 days from then.

PAS-3 is the return of allotment to be filed with
RaC once the allotment of shares is made.
Certified true copy of board resolution and a list
of allottess must be attached with PAS-3
application, PAS3 shall be done within 45 days of
allotment of shares.

PAS3 shall be done in every quarter between
20-25th of every third month i.e., June, Sep,
December.

15th February shall be the last data to aceapt
share money and Pas3 for the last quarer will be
done by 15th March.

Only accountant will be allowed to collect money
from the authorized persan (CRP/CSPs), If
Accountant is absent, the CEO can coilect the
amount following the procedure.

Shareholders register and application must be
maintained as per the statutory compliances




The steps for collecting and maintaining the

Figure 41

Start

¢

Application form is filled —

Cash depositing process <
initiated

\ 4

Initiate the process of FAS3 in N
the last month of every quarter

Table 31

Policy Process

Only complete
and correct
forms with
KYC shall be
accepted by
the
accountant,

Application form filled

Only the
prescribed
form with the
serial number
o be used.

Only
authorised
persons can
collect the
form and
maney.
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Share money and KYC is
collected

Summary sheet along with the
amount deposited with the
accountant

Mail to the CA for PAS3

End

Procedure

* Training to CRP/CSPs on
policy, formats, and
important things to
remember under the
category.

= BODs will quarterly
autharize the persan in
writing to collect and
deposit money on behalf
of the company.

+ The prescnbed format
with serial number and
money receipt 1o be
issued to authorized
person (CRP/CSPs) and
recorded in issue
register,

= Form filled of the willing
farmers with all the
details required.

membership fee and share capital are as follows

3 Money receipt is given to the
farmer

Y

< Summary sheet is prepared by
the authorized person

N PAS3 completion status

received
WV
e Payment to the CS/ICA
Timeline Format

Share applicalion
form




Payment must
be submitted
o the
accountant
within 7 days
of collection.

Farmers must
be given
immediate
Money
Recelpt

Mo share
money in part
to be collected

PAS3 shall be
done in every
quarter
between
20-25th of
every third
month i.e.,
June, Sep,
December.

15th February
shall be the
last date 1o
accepl share
maongay and
Pas3 for the
last quarter
will be done
by 15th
March.

PAS3 shall be
done within 45

days of
allotment of
shares.

Shareholders
ragister and
application
must be
maintainad as
per the
statutory
compliances.
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Share money and KYC
collectad

Money Receipt given
to the farmer

Summary sheet
prepared by the
authorized person and
initiation of Cash
deposiling process
with FPO,

Initiate the process of
Pas 3 in the |last month
of every quarter.

Mail to CA for PAS3
and PAS2 complation
status received,

Payrnent to CS/CA

Signature/Left Thumb
Impression of farmers
taken on their application
farm.

KY'C must be collected
for every willing farmer.

Maoney Receipt must be
duly signed by the
authorized person based
on the authorization letter
by the board

Format far Summary
sheet is attached
herawith

In case of FPOs
registered under
Company's Act, the
accountant will prepare
and provide the list of
alioltee (o the CED.
CEO will get it approved
and passed in board
meeting to forward it
further for PAS3 process

Past approval from the
BODs, CEO will be
responsible to email the
list and letter for PASZE to
CA

FPAS3 must be done in
every guarler between
20-25th of every third
month i.e., Juna, Sep,
December.

15th February shall be
the |ast date o accept
share money and Pas3
for the last quarter will be
done by 15th March.
PAS3 shall be done
within 45 days of
allotment of shares

Bill received fram CA for
PASE

CEO to get it approved
by the board members.
Cheque prepared to be
deposited by the
accountant in the CA's
account,

Cheque book updated,
Bank book updated

Authorization
lettar

Template for

recording list of
allottee




Equity Grant

The Equity Grant Fund (EGF) Scheme intends to
support Farmer-Producer Companies (FPC) by
providing an amount equivalent to the equity
contribution made by the members of the FPCs.
The scheme will be addressed by the SFAC, which
affords a maximum amount of Rs. 10 lakhs per FPO

Figure 42

Eligibility

* The FPC should be duly registered
under the Indian Companies Act, 1956

= The FPC should have raised equity
from its members as per association/
bylaws

+ The FPC should contain the number of
individual shareholders not less than 50
shareholders

+ The paid up equity does not exceed Rs
30 lakh

= The FPC should contain at least 33% of
its shareholders such as small, marginal
and landless tenant farmers as
specified by the Agriculture Census
carried out periodically by the Ministry
of Agriculture, GOI

+ The maximum shareholding of an
institutional member should not be more
than 10% of the total equity of the FPC

* The FPC should have a duly constituted
Management Committee responsible for
the business of the FPC

« The FPC should have a business pkan
and budget for the next 186 months
which is based on a revenue model as
determined by the Implementing
Agency

* The FPC should have an account with a
‘Scheduled Bank”

* The FPC should hold a Statement of
Accounts audited by a Chartered
Accountant (CA) for at least one full
financial year
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in two payments. The emerging FPC capital should
not be above Rs. 30 lakhs on the scheme's
application date.

Below are the eligibility criteria and documents
required for any FPO to apply for an Equity Grant:

Documents Required

+ The specified documents for applying
for this scheme are mentioned below

« Application form of duly signed by two
Board Members/Authorized
Representative of FPC and proposed
computation of allotment of shares out
of the Equity Grant to be enclosed

« Resolution of the FPC Board or
Governing Council to oblain Equity
Grant and transfer of shares (issued
against the Equity Grant) in case of the
exit of any shareholder from the FPC to
be enclosed Download the sample of
board resolution here

« The resolution to be approved in the
next AGM of the FPC may be submitted
in the lines of Annexure ||

« Resolution for appointment of Chief
Executive Officer of Company

« Audited financial statements for the last
financial year

= Copy of the bank statement for the last
six months, duly authenticated by the
Branch Manager of the bank

« KYC documents of only those
Representatives/Directors authorized by
the Board of FPC for executing and
signing documents with the SFAC

« Certificate of incorporation/
commencement of business,
Memorandum of Association/Articles of
Association

« The business plan for 18 months




Online Application Process

Figiire 43
Start

\ 4

Click on ‘Equity Grant and On the same page, select
CEO must visit the official Credit Guarantee Fund ‘Online application form for
portal of the SFAC, — Scheme (EGCGF' tab which is =~ equity grant scheme' from the
Government of India visible on the homepage of the list of options to apply for the
portal scheme through online mode
¥
Fill the application form with
After filing the application the required details such as
form, you need to upload « FRC details Dn&heﬁnex;upagf, Th&
the documents required < * Details of the Board of < ap;l't s Unt Elﬂ viiliata
along with the form Directors SRy, ERE AL ORI P

= Details of RVCOnsultant

al,

Applicant will be provided with
Then click 'Submit’ to complete the reference number as the

End
the process > acknowledgement number for >
the confirmation of submission
Offline Application Process
Figure 44
CEQIPromoting val by 2
Start . agency fill theform | . Bﬂ%tl:*;m!:zm & !, | Approvedbythe | . nﬁl’ﬁﬂmﬂ’m
’ for management Secretary and promoting agency | © | g NCDC offi
cost from NCDC minutes prepared e
CEO makes the Caorrections MNo HEDC finds
necessary | required, formis o dnelliiian
cormections mailnd:;gh to the complate
 d Yo
Confirmation mall Mail from the
_of grant received . | Amountrecelved | . - Given funding
End S by tha FRO 1a the by the EPO : ’:Esiﬁrf::n!::: : within 7 days
NCDC
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Input Advance and Vendor Purchase

Figure 45

What are Farm Based Inputs?

= Farm inputs are any external sources
like seeds, fertilizers, equipment etc to
enhance the farmer's yield

Farmers are registered as a member/
shareholder of the FPO get the facilities
of good guality inputs at a discounted
price delivered to their doorsteps

What is an Input Advance?

Input advance is the certain percentage
of total amount of the required input
collected from willing farmers/members/
shareholders by the FPOs for providing
them with their required inputs ar a
discounted price

Input advance is collected at the time of
indent preparation to have the
assurance from the farmers/members/
shareholders that they will not deny
taking the goods later.

What is a Vendor?

Vendor is the registered authentic
supplier of goods/inputs required by the
FPOs

Vendors can be anyone producing or
just selling goods/inputs

Who can become a Vendor to
the FPO?

Anyone registered with the government
Registered under the GST Act
Available to provide authentic products
required by the FPOs

Anyone willing to take payment
thorough cheque or online

« MNon shareholders




Purchase and Sales Committee

Figura 46

What is a Purchase & Sales Responsibilities of Purchase &
Committee Sales Committee
* |t is the committee that overlooks the « [dentification/selection of vendors and
complete purchase and sales getting approval from the Finance
processes in the company Committee as required under the laid
* The purchase committee shall consist down policy
of the following « Procurement of quotations
— One Board representative (other than « Review of all the quotations and place
the members of the O&FC) the final order
- CEO + Follow up with the sellers for delivery
— Store/Marketing/Sales in charge « Verify the quality of goods as per the
— Based on the requirements, one purchase order and recommend for
thematic/technical person should be payment

invited to participate as a technical
expert in the committee

* The meetings of the Purchase
Committee shall be chaired by the
Board representative and in his
absence, by the CEO

+ The Board representative shall rotate
every 2 years or earlier (incase a
vacancy arises for any reason)

Table 32
Sr No. Heads Policy

1 Business plan * Only commaodities from Business plan to be considered.
* For addition of any new commeodity, it must be approved by 80%
Board members in their meeting.
+ Discounted rale charts for members/shareholders

P Vendor and commodity * Finalization of vendor on annual basis based on rate, quality,
glanning guaniity lo be supplied and distance from the FPD location,
» Quotations must be a base of vendor finalization.
« Empanelment of vendors with Terms and Conditions which are:
— Bulk quantity availability
— Discounted price for bulk purchases
— Time of payment i.e., advance payment, partial or full payment,
payment after sales
— Mode of payment
— Variety and brands of seeds must be listed annually with the
FPO.and it must be revisited every year.
* For any new commeodity, vendor, brand, or variety to be added, it
must be approved by 80% Board members In their meeting.
» Sale Purchase bill Is a must In case of shareholders as a vendor
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Sr No. Heads Policy

3 Indent preparation and « Al procurement indents shall be on the FPO MIS Planning
advance collection system,
= 10% non-refundable advance shall be collected at the time of
indent generation.
« Money receipl musl be given immediately (o the buyers.
* Full payment must be received at the time of goods [/ service

delivery
4 Furchase and * Only 50% of procurement will be placed off the total indent
distribution of Inputs generated.

» Purchase Order mandatory for procurement =5K.
+ Purchase order shall be emailed or given in person to the vendar,
« Procurement finalization at the point of purchase:
- Conference call with procurement commities
— Mailing the minutes of the call with decision to the email of
purchase committee
- Documenting the complete procurement immediately after
joining the office
— The invoices/challan should be rechecked and verified before
submission to accounts section,
* Input received must be verified & duly signed by the receiver and
the supplier,
« Input received must be recorded in the stock at any stock center,
i.e., sub stock center or central stock center.
« For stock given to authorized person (CRP/CSPs) for the purpose
of distribution, CRP/CSF will ba treated a5 a Sub Stock Centre

5 Documentation = Ledger must be created of Shareholders with folio number and
nama.
* Ledger must be created of requiar customers (non -shareholders)
* The cash book shall be clesed daily.
= CGash in cash box must be verified on weekly basis.
= For recording transactions in Tally, following will be the timelines:
— Mo data of older than 30 days can be recorded in Tally.
— Data must be shared on 5th of every month with the promaoting
agency.
— To enter data of older than 30 days, the CEOQ will request Admin
in writing

5] Payment to vendors = No cash payment to vendors except non-shareholder for stack
and asset purchase
= Vendor must be paid within 30 days of goods/input delivery
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Input Advance Collection - Process
Figura 47

Start

g

Revising the business plan  —»

Indent preparation in FPO MIS <
and advance collection

N 4

Commodity/commodities

finalised

Training of the authorized
person (CRP/CSRs) on the
Input Advance collection

Preparing the summary sheet > Depositing the same with the

for the amount collected

Policy Process-Procedure:

Accountant

For each of the processes above, here are the steps

Table 33
Policy Process
Commaodities Revisiting the business

from Business  plan
Plan will only
be
considered.
For any new Commodities finalized
commodity to

be taken, it

must be

approved by

80% Board

members in

their meeting,

.l-::;f; 2ﬁ:trf?m Market Research for
members! the price and package
shareholders
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Procedure

Board meeting to revisit
the pian.

= Market need assessment

Finalizing the brand and
variety of the
commodities fram the
one listed with the FPOs.
Addition of any new
commodity will be added
only post approval by
80% BODs.

Assigning the
responsibility to CEO to
assess the market price
of the finalized
commodity

e Market research for the price
and package

h 4

Finalizing the commaodity price
- and money to be collected
from buyers

i Cash deposition process with
the FPO

:

End

Timeline Format

15t month of
each Financial
Year! whenever
it Is required

1st month of
each Financial
Year/ whenever
it is required

1st month of
each Financial
Year




Policy

All
procurement
indents shall
be on the ERP
Planning
system.

10% non-
refundable
advance must
be collected al
the time of
indent
generation.

Maney receipt
must be given
immediately to
the buyers.

Full payment
at the time of
goods /
service
delivery

Ledger must
be created of
Sharehaolders
with folio
number and
name.

Ledger must
be created of
regular
customers
{non -
shareholders)

The cash book

shall be
closed daily.

Cash in cash
box must be
verified an

weekly basis

For recording
transactions in
Tally, following
will be the
limalines:
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Process

Finalizing the
commodity price and
money to be collected
from buyers

Training of authorized
person (CRPICS3Ps) on
Input Advance
collection

Indent preparation in
ERF and advance
collection.

Freparing the summary
sheet for the amount
collected and initiating
the Cash depasiting
process with FRO

Procedure

+ Post research, tentative
advance price of tha
finalized commodity will
be decided.

* 10% nen-refundable
advance must be
collected from sach
farmer at the time of
indent preparation.

= All procurement indents

will be done on the FFO

MIS Planning System.

» Post finalization of
commodities and its

tentative rate. training of
authonized person (CRP/

CSPs) will be planned
within a week,

+ Authorized person (CRP/

CEPs) will ba provided
with the form far

collection of advance and

money receipl to give it
lo farmers.

= Meeling with farmers and

adding the details and
required demand of
farmers in the FPO MIS
Planning system.

= Form with advance
details filled and signed
by the farmer,

= Amount collected from
farmers and farmers

provided with signed and

dated money receipt.

Timeline

15t month of
each Financial
Year/ whenever
it is required

1st menth of
each Financial
Year/ whenever
it is required

Within 15 days
from the date of
assignment

Format

Input advance
money receipt




Policy Process Procedure Timeline Format

Mo data of
older than 30
days can be
recorded in
Tally.

Data must ba
shared on Sth
of every
month.

To enter daia
of older than
30 days, the
CEO will
request Admin
in writing.

Vendor Finalization and Input Purchase Process

Figure 48

Start

\[,

Revising the business plan’ > Commeodity/commodities > Market research for the price

finalised and package
Y
oot Training of the authorized Finalizing the commodity price
Indeanr: dp;ediaaﬁzggézezzconh"s - person (CRP/CSRs)on the & and money to be collected
Input Advance collection from buyers
Y
Preparing the summary sheet N Depositing the same with the > Cash deposition process with
for the amount collected Accountant thie FPO
End
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Policy Process Procedure

listed annually
with the FPO.

Sale Purchase
bill is & must in
case of

any purchase of >14K,

« Megotiations based on

terms and conditions
must be done. T&Cs are:
Bulk quantity availability

+ Discounted price for bulk

Table 34
Policy Process Procedure Timeline Format
Finalization of Praparation/ravisit of Revisiting business plan Within 1st
vandor an Business Plan It must be done in month of each
annual basis presence of Board Financial Year
Members
Quotations
must be a
base of Finalizing the Finalizing the brand and Within 1st
vandar commaodities for the variety of the month of each
fimalization. year commodities fram listed Financlal Year
ones with the FPOs
Empanalment Addition of any new
of vendors commodity shall be done
with Terms only post approval by
and 80% BODs
Conditions
Variety and Vendor research and 3 quotations must be Within 1st Vendar
biande of empane/ment collected based on rate, month of each registration
seeds must be quantity, and distance for Financial Year form

shareholders purchases ,
as a vendor. « Time of payment i.e.,
advance payment, partial Vendor list
Only 50% of or full payment, payment
procurement after sales
will be placed Mode of payment
off the total Presentafion of
indent quotations collected to
generated. BODs in their board
meeting.
Finalizing and prioritizing
Eﬂéﬁ?ﬂse the list of vendors based Quotations
mandatory for on the rate, quantity,
procurement quality, and distance.
5K Empaneling the vendors
to be contacted for any
Procurament delivery during the year.
finalization at
the point of
purchase
Conference
call with
procurement
committes
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Policy

Mailing the
minutas of the
call with
decision to the
amail of
purchasea
committes

Documenting
the comiplete
procurement
immediately
after jpining
the office

The invoites!
challan should
be rechecked
and verified
before
submission to
accounts
section.

Input received
must be
verified & duly
signed by the
racaiver and
the supplier.

Input received
must be
recorded in
the slock at
any stock
cantre, i.e.,
sub stock
cantre ar
central stock
cantre.

For stock
given to
authaorized
person (CRP/
CSPs) for the
purpose of
distribution,
CRP/CSP will
be trealed as
a Sub Stock
Centre
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Process

Cluotation from the
empaneled vendors for
the required
commodities

Vendor finalization on
the basis of Lower 1

Purchase Order in
person or in email to
the vendor finalized

Damage inventory
report

Damage inventory
report

Procedure

= Once again quotations
will be collected for the
required commadities
from the empaneled
vandors.

« For addition of any new
vendor, approval from
80% of the board
members is musl

* Meeating called of
Purchase & Sale
committee.

= Finalizing the vendor and
preparing the duly signed

Purchase Order with
termsand conditions

= Purchase Order must be
released with an order
number,

+ Purchase order will not
be considered valid if
shared in \WhatsApp

Damage inventory report

Damage inventory reporl

Timeline

Damage
inventory report

Format

Purchase order




Policy

Mailing the
minutas of the
call with
decision to the
amail of
purchase
committes

Documenting
the comiplete
procurement
immediately
after jpining
the office

The invoites!
challan should
be rechecked
and verified
before
submission to
accounts
section.

Input received
must be
verified & duly
signed by the
raceiver and
the supplier.

Input received
must be
recorded in
the slock at
any stock
cantre, i.e.,
sub stock
cantre ar
central stock
cantre.

For stock
given to
authaorized
person (CRP/
CSPs) for the
purpose of
distribution,
CRP/CSP will
be trealed as
a Sub Stock
Centre
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Process

Input received with
challan and Purchase
Imvoice

Challan and Purchase
Invoice verified by the

receiver at the delivery
point

Challan and Purchase
Invoice deposited with
the accountant

Stock register updated.

Full payment to vendor
as per the agreed
terms and conditions

Procedure

Stock centre or sub stock
centre decided and
communicated to the
vendor for supplying the
goods/inputs,

The vendor delivered the
input! goods to tha pre-
decided centre.

Challan and Purchase
Invaice received from the
vandor sl the time of
delivery of goods! inputs.

The challan and
purchase invoice must be
verified by the person
(CEQ, Accountant or
CRP/CSP) responsible
for receiving the goods.

The verified challan and
purchase invoice signed
by both the parties
deposited with
accountant for recording
the entries.

The accountant will
update tha slock register
with the number of
Inputs/goods received

As per the agreed terms
and conditions, if the
vendor has asked for
advance full payment,
the full payment will be
done,

Cheque prepared by the
Purchase & Sale
committeé and cheque
book updated by the
accountant.

In case of chegue
payment, CEOQ to deliver
the chegue to the vendor,
In case of account
payment, Accounlant to
deposit the chegue in the
vendor's account.

Timeline

As per the
agreed dales

On the same
date of goods
received

O the same
date of goods
received

On the same
date of goods
received

Based on the
agreement

Format




Policy Process Procedure Timeline Format

= As per the agreed terms
and conditions, if the
vendor has agreed to
receive the payment post
selling of goods, then s/he
will be sent a confirmation
and thank you email.

Final bill ocbtained = As per the agreed terms Within two days
from the vendor and conditions, post full of full payment
payment, final bill will be
received from the vendor

Inventory Management
The accurate value of inventory is crucial in » Damage due to inadequate storage and handling
calculating gross profit or loss, This isit's important for = Expiry of stock items
businesses to account for inventory write-off when  «  Weight loss
the value of inventory charges significantly. « Items such as technology products with high
market vlaue can become obslete with a few
This could happen due to the following reasons: months
« Inventoryisstolen
» Inventory such as fruits and flowers, maybe spoilt
due to their short shelf life
Table 35
Sr No. Heads Policy
1 Cemmen = CEQ must make physical godown wise verification of stocks

= The verified format will be submitted fo stock verification file.

= The expiry dates of stock will be maintained in files for the items
those are subject to expires.

= The stock will be verified based on expiry date also
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Inventory Verification and Write Off- Process

Figure 49

Start

¥

Examine the stick when it
arrives to identify goods that
might have been damaged and
place it in a designated area

Finance Committee will
recommend writing off the
inventories identified to the €

Board Members

y

Written approval will be
received from the Board >
Members

Policy Process Procedure

Table 36
Policy Process

CEQ must Examine the slock

make physical  when it arrives to

godown wise identify goods thal

verification of might have been

stocks: damaged and place it
in a designated area,

The verified

format will be

submitted lo

stock

verification

file.
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Calculate the value of the
=~ damaged inventory at the end
of each quarter

Prepare a damage report for
each damaged inventory item

\ 4

Finance Committee wil present
the report on the value of
inventories to be written off

Reporting the value of
damaged inventory to the
Finance Committee

Write off entries shall e passed

only after the approval of the = End
Board
Procedure Timeline Format
« BODs must assign the In the

committee’s first
meeating of each
financial year

responsibility of inventory
varification and write off,
if required, to Purchase
and Sale Committee

* Purchase Sale
Cammittee must assign
the responsibility on CEO
In writing for Stock
Verification

= CED must verify the
stock twice a weak




Policy

The expiry
dates of stock
will be
maintained in
files for the
lems those
are subject to
expires,

The stock will
be verified
bazed on
expiry date
also.
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Process

Prepare a damage
report for each
damaged inventory
item.

Calculata the value of
the damaged inventory
at the end of each
quartar

Reporting the value of
damaged inventory to

the Purchase and Sale
Committes.

Purchase and Sale
Committes will prezent
the report on value of
Inventories to be
written off.
Recommendation and
requisition for writing
off the stock.

Written approval will be
received from the
Board members.

Write offs entries shall
be passed only after
approval of the Beard

Procedure

Timeline

Damage report must be
prepared in a pre-
designed format,

The CEO must calculate
the financial value of
damaged inveniory
quarterly,

Cuarterly

Purchase and Sale
committee meeting
called.

The value calculated of
the damaged inventory
presented to the
committes.

Discussion and
agreament lo place
requisition to write off the
damaged stock.
Planning to call board
meeting.

Quarterly

Board meeting called.
Purchase and Sale
committee put forth the
status of the damaged
inventory,
Recommendation and
requisition are pul forth to
write off those damaged
stocks in a given format

Quarterly

Approval has to be taken
in the requisition format,
The discussion must be
recorded in the board
meeting minutes.

required

As and when

required

As and when

Format

Damage
invantory report

Requisition for
inventory write off
template




Sales

Figura 50
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Farm based inputs like
seeds, ferlilizers, pesticides,
insecticides; machineries ate

Heads

Commodities Related

Buyer Policy

Input Sales

Procurement/
Aggregalion

Sales

Output

Farm produced goods/
commodities like grains,
fruits, or any other produce

Policy

Cnly commodities from Business FPlan to be considered.
For any new commodity to be taken, it must be approved by 80%
Board members in their meeling

The mandatory process of Quotation, Purchase Order and
Purchase Invoice musl be followed for the purchasas within the
following brackets:

Grains: = | lakh; Veg: =1 Lakh (In case of Institutional buyer only)
The Doecumentation of lhe finalization will happen In the Purchase
& Sale committee.

* |n case of Yegetable sale, the conference callWhatsApp chat

discussion is suggested, and documentation will be done
immediale afler joining the office.

« Chegue payment from new buyers, enrolled for the first time with

FPO, will not bie accepted. Account payment is advisable. If not
possible then only cash will be accepled.

Full amount of the input will be collected at the time of delivery of
the input.

In case farmers can only afford =50% but less than 100% of the
amount, then s/he will be provided the input of the same amount,

« Less than 50% advance will not be entertained,

= 20% advance to the farmers bringing their produces directly to the

FPO at the time of procurement,




5 Credil Sale « Mo credit sale to buyers with already exisling due payments
» At any point of time the total credit should not exceed 20 % of
paid-up share capital
* In the case of Shareholder, credil sales should not be made.

6 Documentation = Ledger must be created of Shareholders with unigue id number to
avold duplicity. _
= Ledger must be created of regular customers (non -shareholders)
« Procurement receipt must be provided {o the producers.
* |n case where FPO is purchasing from farmers al a negotiated
rate, FPO will provide a challan and a receipt to farmers.

Input Sales Process

Figure 51
Start

\I.r

Input allotment to the authorized . R Disseminating the distribution
person (CRP/CSPs) based on - Piannlnghmr? d's;réb'f'm route <~ plan and the information on the
the indent/ledger for their areas MEEELCHIE. Sl ground

Y
Farmers

No
10% advance deposited with ¢ , ¢ Distribution of goods to the
the FPO gets forfeited wiling 16k farmers

the input
Yes //
Goods provided and money i
N Full A t —
collected 4 AT
> ‘|’ No
| f =50% I by
nputs of >50%amount wi 5 =50%
be provided to the farmer amount
4
Money receipt is provided to
End the farmers
1 ¥
. Preparing the summary Money receipt provided to
Cagh diﬁa;ltm;;gmess s sheet for the amount ~& the farmers with no due =~ —
Wi e collected mentioned
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Input Sales - Policy Process Procedure

Table 38
Policy

Commodities
from Business
Plan will only
be
considered.

For any new
commodity to
be taken, it
must be
approved by
80% Board
members in
lheir meeting,

The
mandatory
process of
Quotation,
Purchase
Order and Pl
must be
followed for
the purchases
within the
fellowing
brackets
Grains= |
lakh; Veq: =1
Lakh (In case
of
Institutional
buyer only)
The
Documentat
lan of the
fimalization will
happen In tha
concerned
BOD
committes.

Commodities
from Full
amount of the
input will be
collected at
the time of
delivery of the
Input,
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Process

Input allotment to
authorized person
(CRPICSPs) based on
indentledger for their
areas.

Planning the
distribution route chart
and dates and
disseminaling the
distribution plan and
information in the
ground

Farmers willing fo take
the input

Farmers not willing to
take the input

Goods provided and
money collected

Farmers with >50% bul
<100% payable
amount

Procedure

Authorized person (CRPY
CEPs) will be given stock
advance to distribute it to
the farmers in their area.
Authorized person (CRPY
CSFs) will be treated as
sub stock centres for
Input sales,

They will be provided
with the printed list of
Tarmers as per the Indent
prepared.

Authorized person (CRP!
CSPs) will prepare the
route chart for distributing
the Inputs and will decide
the dates for each
village.

Farmers with advanced
payment will be provided
with the inputs.

10% non-refundable
advance amount will be
forfeited for farmers
unwilling to take the input
from the FPOs

Willing farmers provided
with the input and the full
amount collected from
tham,

Authorized person (CRPY/
C5Ps) provided them the
money receipt and sales
bill.

Such farmers will ba
provided with the input
against their payment of
required % of total value.
CEO will calculate the
amount and guantity to
be supplied for against
=50% but <100%
amaunt.

Timeline Format

Within 3 days of
input purchase

Within a day of
receiving the
stock to sell

Cin the pre-
decided date

Same day when
a farmer denies

Same day of
selling goods

Same day as
per the standard
sheet




In case
farmers can
only afford
>50% but less
than 100% of
the amount,
then s/he will
be provided
the input of
the same
amount.

Less than
50% advance
will not be
entertained.

Mo credit sale
lo buyers with
already
existing due
payments

At any peint of

time the total
credit should
not exceed 20
% of paid-up
share capital

Money Receipt
provided to farmers
with no dues
mentioned.

FPreparing the summary
sheet for the amount
collected and initiate
the cash depositing
process with FPO

= Standard sheel will be
prepared with the
calculated amount for all
percentages and given to
the Authorized person
(CRPICSPs).

+ Authorized person (CRP/
CSPs) will mention/write
or put stamp of No Dues
for the farmers with
complete payment
depending on the
quantity purchased by
them,

Work Advance Policy and Management
For procurement of agricultural produce from be followed for disbursement and settlement of

members, the advance may be given to the

authorized persons (CRP/CSPs). The procedure to

Figure 52

The authorized person (CRP/CSPs)
has to submit a "Work Advance
Requisition Form’ in the prescribed
format duly approved by the BoD/
CEO in advance to the accountant

Any-amount due 1o the authorzed penson/
racovarable from such parson upon
sottamant of the advance shall be adjustad in

cash or tharough chequa & appropriate

antries shall be racorded in the account's 'é
soltware. In exirame cases, unsaliiad

advance may ba adjusted against his'her

sarvice charges will be payable

The form for advance collection

Based on the approved Wark
Advance Requisition form, the
advance shall be given to the
autharized persen either in cash
ior thorough chegue

The authorized person (CRP/
C50s) shall submit necessary
payment documents/bills for
setllement of work advance
preferably within the next 2 days
& maximum within a week

can be
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Same day of
sale

Within 7 days of
collecting the
aimoun

work advance is provided as follows:

>

<

Fresh advance shall be provided
once previous advance has been
settled

4

Upon issue of cheque/cash
payment, the accountant
shall record the entry for
advancea in the account's

software

Requisition for work
advance



Output- Procurement Process

Figure 53

Start

¥

Market research for the
demand of the commodity and
buyer search

Commoadities finalized as per EN Pocket assessment and indent
the business plan preparation

\ 4

Procurement of the commodity
from the farmers or the farmer
The inputs will be directly walks in the office/ Finalizing the buyer of the
measured and aggregated < stock center or collection/ < commodities
aggregation directly from the
field

y

: : Walk in farmers will be The aggregated produce
BEF ?_g;erfutﬂlr;ﬁ E:ﬁ: gal;iis < provided with 20% advance of - will be taken to the mandi
g P P the total value of their supply or pre decided buyers
h 4
y On receival of full amount, Amount in chegue to be
ﬁ;ﬁ?h:::ﬁ;nugff:;;?vid - sales bill provided to the -« collected and sales invoice
buyers provided
Account payment to farmers in
case of 50000 otherwise
cash payment and record 7 End

maintained
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Output- Procurement Process

Figure 54
Start

Y

Planning of procure from the Listing the farmers with their

fueter for th d th Communication to the cluster SHG/FIG name and the
RERER RIS S SRS InE supervision guantity that they can provide
e in FPO MIS Planning System

A 4

Dispalch the procurement Disclesing the price based on Grading of the procured
date communicated to the -« the previous day closing price & product and assigning a
farmers of the nearby mandi batch number
End

Output- Mandi Sales (Distribution)- Process

Figure 55
Start

9

Preparation for the commodity >
distribution in the mandi

Finalizing the mandi to sell the
procured commodity with its == Finalizing the transport
guantity, grade and batch

Y
Deducting the FPO margin < Quantity sold of the produce € Mandi charges paid (if
(opportunity costs) and the total price received applicable)
Y

Planning for the payment >

disbursement to the producers End
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Policy Process Procedure

Table 39
Policy

Ledger must
be created of
Shareholders
with folio
number and
name.

Ledger must
be created of
regular
customers
{nan -
shareholders)

In case of
Vegetable
sale, the
conference

call'WhatsApp

chat
discussion is
suggested,
and

documentation

will be done
immediate
after joining
the office.

Challan musl
be given to
farmers in
casze where
rate is not
fixed at the
time
purchases
such as
vegetable
purchases.

151

Process

Commodities finalized
as per the buginess
plan

Market research for the
demand of the
commaedity and buyer
zearch

Pocket assessment
and indent preparation

Finalizing the buyer of
the commodities

Procurement of the
commedity from
farmers

a.) Collectivization into
the office or the stock
center

Procedure

Addition of any new
commaodity will bs added
only post approval by
B0% BODs.

CEO will be entrusted
with the responsibility to
do the market research
and get the probable
rates for the commaodities

CEO will be assigned the
responsibility to assess
the pockets for the
commaodity.

List of farmers willing to
supply the commadity will
be prepared with the help
of authorized person
(CRP/CSPs) of the
respective area.

CEO will also he
responsible along with
the purchase and sale
committee to finalise the
buyer ta supply the
product.

In case of institutional
buyers, the agreement
will be done with terms
and conditions agreed
upon by bath the sides.

The producers may walk
in the stock centre to sell

their produce, where their

produce will ba weighted
and 20% advance of the
value of their produce will
be given to them,

They will be provided
with the procurement
receipt.

Timeline Format

In the beginning
of the financial
year

Aprill as and
when required

2 months before
the season

A month before
the procurement

PO and sefrvice
order

Procurament
sSeason

Proforma
Invoice




b.) Collection/
aggregation directly
from the fleld

The aggregated
produca will be taken
to mandi or pre-
decided buyers.

Amount in cheque to
be collected and Sales
invoice pravided. On
receival of full amount,
sales bill provided to
the buyers
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Praducers from whom
their produce is collected
directly from the field, will
be given challan and
receipt for the price that
has already been
negotiated by the FPO
post weighing their
produces.

= Acopy of Challan and

receipt must be with both
the parties bearing each
other's signatures.

Day wise procurement
and payment register to
be maintained along with
FPO MIS Planning
systam

In case the pre-decided
buyer denied, then the
back-up buyar will be
contacted.

In case of mandi, if the
pre-known buyer
cancelled upan the FFO
then the next buyer in the
mandi will be approached
post discussion with
Purchase and sale
committee. Post
returning, the compleia
negotiation will be
documenled.

CEO will authorize the
persan for this complete
procass.

* Post-delivery, the

authorized person must
collect the amount either
In chegue form or
through kank transfer.

In case of bank transfer,
sales bill will be provided
o the buyer.

In case of cheque
payment, sales invoice
will be provided,

In case where chegue or
bank transfer is not
possible, the amount
collected must be with a
signature of the buyer in
the sales invoice, Cash
received will undergo
cash deposition process
with FPOs.

Immediately on Mandi challan

the day of format

purchase/

procurement
Day wise
procurement
and payment
registar

Will depend on

the commodity.

For Grains.

within 15 days

Fer Vegetables:

Within 2 days

Within 3 days of Procurement

sale and distribution

sheel




FPO margin deducted
from the amount
received

Account Payment to
farmers in case of
=5000 otherwize cash
payment

QR Code Payment System

Faost receiving the sale
amount, the FPO will
deduct the FPOD margin.

= Ledger of each

sharehalder! member/
non-shareholder who seall
their proaduct with the
FPOs will be prepared
with & unique id number
as suggested in the
instruction sheet to avoid
duplicity.

Shareholder! member/
non-shareholders with
amount more than INR
5000 will be transferred
their payment into their
account.

In case, where cash
paymant is required,
written approval from
Purchase and Sale
Committes will be
required.

* Farmers can cross check

their payment directly in
the FPO office.

Within two days
of the sale
money received

Within 7 days of
the sale money
received

UPI OR code-based payment solution represents a
new channel of initiating and accepting payments
between buyers and sellers (or consumers and
merchants) using cell phones.

Payment received will be recorded by the
accountant/ storekeeper in the sales register with
Transaction ID.

The maximum transaction limit is 100000.
For the QR code, the company needs to apply

through a OR code form (sample) in the bank,
adopting the following procedure:
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The application form requires

« FPO's account number

« Name

« Mohile Number (this will be used to the UPI

transaction credit alert only)

+ EmailTD

 UPLID (for office use only)

« Business Type

In case of obtaining OR code from a different bank
where the entity has no account then identity
proof, address proof and business legality proof will
also be required.

QR code sample



Figure 56

Start

Y

Approval from the Board in the

Identification of the need of the board meeting for QR code CED will fill the QR code
(IR code payment application. Meeting minutes application form from the bank
prepared

Y

Search and click on apply for Open the concerned bank's =

QR code < website € Oniine?

\i/ \l/!'dc-

Select your business entity CEQ must fill it, get it signed £ The application form must be
type by the signatories collected from the bank

Y Y

Fill the form and Submitied in the
submit it bank

End
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Audit
Audit is an unbiased examination and evaluationof  the financial statements of an organization

Figure 57
Audit
I 1
Internal External

« Internal audit Is the = External audit is an
process of check and Inspection or observation
balance to have the of the FFO's accounts by
FPOs external audit an external auditor
ready = It is mandatory and tory

* It will be dane by the compliance far any
pramoting agency team: registered business
officially Invited by the = External audil must be
FPO's board members done by an appointed

Chartered Accountant




Internal Audit Process

Figura 58

Start
Letter from the FPO Inviting Email notification to the FPO
internal auditors/promoting > Schedule audit > with the list of priority
agency to conduct an audit documents

Y

Meeting with the Board
Members to update them - Thorough audit done
about the business status

. 4
Email o the FPOs with
\r’ -3
their performance rating EE . Obgﬁ;inn
and an appreciation (free audit)
certificate
‘+’ Mo
; Email to the FPOs with their
Promoling agency prepares ;
the listof observationciand 7 F"?"rf”"?i"ce 'f E‘;m' FPD; e
analyze it given 7 days to do corrections
e Y
Preparation for the
End & accouniant's training plan for Audit file will be opened in

common errors observed each FPO
across the FPOs

# \+/

In case of mismatch in the
report, the BoDs will be <& Status report from the CEO
communicated with about their and the accountant
employees’ attitude

A
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Policy Process Procedure

Tahle 40
Policy Process Procedure Timeline Format
FPO to Letter froam FPO to « Promoting agency being In the beginning Engagemeant
provide letter promoting agency for an external body, must of the financial letter
to promoting conducting internal be provided a letter from year
agency fo audit. the FPO to conduct an
conduct an internal audit of their
internal audit business.
of their
business.
.LE:EF E::Ilii:gll Audit schedule = Post receival of letter, For every
quarterly, planning promoting agency - quarter
Finance unit will plan
their calendar fo conduct
i?n’r\f:ers the Internal audit in all
must be tha FPO,
briefed about « Audit of all the FPO shall
the findings in be conducted within 20
their FPO. days in every quarter.
* Verifying the data
Output of th provided by the FPO in
anlt-lefr?alnaudﬁ their monthly Financial
will be shared KP| Assessment Sheet
in mall and as
well as in : —
writina to each Email notifications to « The FPO will be Every quarter Internal check
ERPO 9 the FPO with list of communicated of the as per the dates and guality
- priority documents dates when their internal planned report (ICQR]
audit is scheduled.
Euﬂstrzic;: « FPO will aiso be
local lanabage communicated of the list
to help B%.‘largd of documents that will be
members to uhsu_swad during forensic
understand audit.
the
compliances,
: Thorough audit done = Therough or forensic On pre-decided
E.Ln?fmg:;nduiz, audit will be done day of Internal
with the FPO observing each and Audit
every documents.
L?:En?i;?:? = All the observations and
within 7 days findings will be noted

of ihe receival down by the team
of audit report.

Meeting with Board * Meeting with Board On the day of
members lo update members to briefl them audit
them of their business about the observations
status and findings of the
internal audit of their
COmpany.

157




Policy

FPO with zero
to no major
findings must
be
appreciated
and given an
appreciation
letter.

FPO with
common typa
of errors must
be provided
training on
those lopics.
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Process

Email to FPQ with zero
to ne major findings
with an appreciation
certificate/letter

Preparing the list of
observations and
analyzing it

Email to FPO with their
performance

Audit file will ba
opened in each FPO.

Status report from
CEC

Procedure

= FPO will be shared their
observations and findings
within 3 days of their
intermal audit,

= The observations and
findings will be in local
language for board
members to understand.

= For FPO with zero fo no
major findings, the
Flnance team will share
an appreciation letter.

* For FPQ with major
observations, the list of
common chservations
and findings will be
prepared o analyze the
nead of training.

+ FPO will be shared their
observations and findings
within 3 days of their
internal audit.

» The observations and
findings will be in local
language for beard
mermbers to understand,

* The FPQ will be given
the time of 7 days to
rectify theiremors and
findings.

= Audit file will be cpened
in each FPO to record
audit related
compliances.

= CEQ will be asked to
share the status report of
the |last audit conducted
through mail.

= |t will be matched during
the next quarterly audit
and any mis match in the
report will be
communicated to the
Board members in a
meeting regarding their
employee’s non-
compliance attitude,

Timeline Format

Within 3 days of
Internal audit
completion

Fost completion
of Audit in a
quarter

Within 3 days of
Internal audit
completion

Every Financial
Year

20 days before
the next
guarterly audit
plan




External Audit

Table 41
Sr No.
]

2
3

Heads

Responsibility of
Auditor Appeintment

Fregueancy

Report

Policy

= FPOs will appoint the auditor with an appointment leller

« |t will be done annually,

« Board members musl be briefed about the findings in their FPDs.

= Outpul of the external audit will be shared in mail and as well as in
writing to each FPOs.

* FPCO RC will be responsible to share the findings and compliances
in local language to help Board members understand the
compliances.




External Audit Process

Figira 59

Start

Y

Resolution passed by BoD for

appointment of Auditor

Promoting agency will help
FPO to correct their
documents as per those
observations

g

CEOQ reshared the corrected
documents with the CA

FPO margin deducted
from the amount received

4

End
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“+

+

.é.

Appointment letter prepared &

mandatory

Audit done by the CA. Draft
report emailed to the FPO with
the necessary corrections
needed

Final audit done, report
prepared & shared with the
FFPO

Receiving from the bank taken
and added in the file, recorded
in the bank book and tally
updated

shared with the auditor. His/her 9_
one day visit ta the FEO will be

-

5.

.é

Appointment for the annual
audit taken from the auditor

\ 4

Accountant along with all
statutory mandatory
registers and vouchers go
to the CA for audit

Bill raised by auditor with
the FPO

Y

Approval taken from the

BoD, cheqgue prepared,

cheque book updated &
deposited in the Auditor’'s
account by the Accountant




Policy Process Procedure

Table 42
Policy

FPOs will
appoint the
auditor with an
appointment
lettar,

It will be done
annually.

Board
members
must be
briefed aboul
the findings in
their FPOs.

Oulput of the
external audit
will be shared
in mail and as
well as in
writing to each
FPOs

FPO RC will
be responsible
lo share the
findings and
compliances
in lecal
language to
help Board
members
understand
the
compliances,
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Process

Resolution passed by
BOD for appointmenl
of Auditor.

Appointment Letter
prepared & shared with
the auditor. Hisfher
one-day visit to FPO
will be mandatony

Appointment for annual
audit taken from the
auditor

Agcountant along with
all statutorily
mandatory registers
and vouchers go to the
CA for audit

Audit done by the CA,
Draft report emailed to
the FFO with
carrections nesded

FPO RC team will help
FPO to correct their
documents as per
those observations.
CEO reshared the
corrected documents
with the CA

Final audit done; report
prepared & shared with
FFPO

Procedure

Board of Directors
meeting called.
Discussion about the
appointment of auditor
Finalizing the auditor
based on the list of
auditors published Gol.

Finalization of auditor
Appointment letier
preparation by CEO
Letter shared with the
CA,

Acceplance recelved
from the CA.

Finalizing the date with
Auditor of histher FPO
office visit

Date of annual audil (o
be conducted taken from
the auditor

Post finalization of the
audit date, accountant

will be respansible to visit

CA's ofiice with all the
document and vouchers

Past audit, CA will submit

the draft report to the
FRO via email,

It will be draft report
suggesting any
corrections if needed.

FPO RC will help FPOs
{o correct the errors and
reshare the repart with
the CA,

Timeline

In the beginning
of lhe Financial
Year (April)

In the beginning
of the Financial
Year (April)

June

June/July

June/July

JunefJuly

JunelJuly

Format

Engagemant
letter




Policy Process Procedure Timeline Format

Bill raised by auditor = Bill will be shared in Post Audit
with FPO email with FPO.
Approval taken from = CEOQ will take the Within a week
BOD, cheque appraval from BODs to of bill received
prepared, chegue book pay for the Audit, from the auditor
updated & deposited in = Cheqgue will be prepared
Auditor's account by and get signed by the
Accountant BODs.
+ Chegue book will ba
updated by the
accountant.

« Accountant will deposit
the fee in CA's account.

Receiving from bank Within a week
{aken and added in the of bill received
file, recorded in bank from the auditor

book and tally updated

Fixed Payments and Recurring Fixed Payments

Figure 60
What is Fixed Payment? What are Recurring Fixed Payments?

« Fixed payment is a one time investment « Recurring fixed payments here means
to be incurred by the FPO for buying the monthly expenditure that an FPO
fixed assets must bear in order to successfully run

= An example of a fixed asset can be the business
furniture for office use or vehicle/ - An example for a recurring fixed
machinery for service delivery etc payment can be salaries of the

« Quotation is a must for buying any fixed employees, rent payment, electricity bill
assets etc

+ Agreement must be there with each
party liable to receive monthly payment
from the FPOs
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Policy

Table 43
Sr No. Heads Policy

1 Fixed Assels/ * Fixed asset purchase will follow the input purchase policy,
Machinery = 3 guotations must be collected form the vendor.
* Purchase and Sale Committee must approve and finalise the L1
vendor based on rate, quality, quantity, and service,
= Depreciation will be charged as per the percentage applicable

2 Salary « The employees (CEQ & Accountant) must submit their written
report fo the BODs on 2nd of every month which will be filed in
Monthly Report file,

« The employees must have their altendance marked in the
attendance register.

* For leave, employees must submit their leave application to their
immediate reporting in writing. In case of emergency, leave can be
approved aver the phone-call, bul s/he must submit their leave
application immediately after rejoining the office.

* Salary must be disbursed to the employees’ account between
25th to end of the same month.

3 Rent and Electricity + Rent must be paid in the account of the landlord and on or before
Tth of every month or as per the date mentioned in the
agresment.

« Any delay must be communicated to the landlord in writing via
email,
+ Electricity bill must be collected and attached in the payment file.

4 Travelling Allowance = As per the actual bill

5 Incentive to Board = As per the Finance Committee’'s decision
Members
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Fixed Assets Purchase
Fixed Assets- Purchase Process

Figure 61
Start
Identification of the Quotati el
requirement and the CED SR Br iIoUAre Purchase Order is generated
assigned the assigned the ﬁrEE:”tEd a:;daﬁr:alléed e 3 for the productimachinery
responsibility to collect the Lehage shc Ss e Lommiteg
guotations meeting

.

Purchase Order is shared

Cheque is prepared
Purchase invoice is received < Wit e vardor SIRGR N

against the invoice
.Q

received and signed by the by the FPOs .
signatories person or thorough email
Y
Bank book |s updated and the
Payment |s processed to the malil of the depositing amount Prnduc:rt rpeived at te
. pre decided place by the

in the account must be shared
with the vendor

vendor EPO

\ 4

Purchase bill is verified by
the accountant or the CEO
and the challan is signed

Depreciation will be
charged annually as per :
the percentage applicable -4 Stock register is updated
in the financial year

4

End
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Policy Process Procedure

Table 44
Policy

Fixed asset
purchase will
follow the
input purchase

policy.

3 guotations
must be
collected form
the vendor.

Purchase and
Sale
Committes
must approve
and finalize
the L1 vendor
based on rate,
quality,
quantity, and
service.

Depreciation
will be
charged as
per the
percentage
applicable

Fixed assel
purchase will
follow the
input purchase

policy.

3 guotations
must be
collected from
the vendor.

BODs must
approve and
finalize the L1
vendor based
on rate,
quality,
guantity, and
senvice,
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Process

|dentification of
requirement and CEO
assigned the
responsibility to collect
the gquetations.

Quotations collected
was presanted and
finalised in the
Furchase and Sale
Committee meeting

Purchase Order
generated for the:
product/ machinery.

Purchase Order
shared with the vendor
gither in person or
through email and
Purchase Invaice
received by the FFOs.

Procedure

* Purchase and Sale
Comrmittes will assign the
responsibility to CEO to
research for required
purchase,

= CEQ will be given 7 days'
time to collect the
minimum 3 quotations.

= Calling the Purchase
Sale Committee meeting.

« Presenting the quotalions
collected with the
recommendation.

* Finalizing the vendor
based on Lower1 (L1)
critaria,

+ Past finalization of
vendor, CEC will get the
Furchase Order prepared
with terms and
conditions.

= Committee will sign it
post reviewing and
meeting minutes will be
maintained.

= Committee will agsign the
responsibility on CEO to
complete the purchase
process and ensure the
quality of the product
received befare payment,

« CEO will share the
Purchase Order to the
vendor and collect the
invoice in case of in
person delivery.

* In case of sharing
Purchase Order through
an email, ime of 3 days
will be given to receive
the Purchase Invoice.

Timeline Format

Requirement
identification
day

Within 7 days of
the meeting

On the same
day of vandor
finalization

Purchase order

Within two days
of Purchase
Crder
generation




Policy

166

Process

Cheque prepared
against the invoice
received and signed by
the signatories.

Product received at the
pre-decided place by
the FPO.

Challan and Purchase
bill verified by the
accounlant or CEO.

Stock register updated

Depreciation will be
charged annually as
per the percentage
applicable in the
financial year.

Procedure

Based on the agreement,

Accountant will prepare
the cheque and get it

signed by the signatories.

Cheque book will be
updated by the
accountant.

As perthe responsibility,
CEO will be there to
receive the product.

In hisiher absence,
accountant will be
responsible o receive
the product,

The responsible person
(CEO or Accountant, In
absence of CEQ) will

verify the product and the

bill. Post satisfaction, s/
he will sign the chalian.

The accountant will
update the stock/
Inventory register,

= [t will be verified by the

CEOQ, In absence of
CEO, Committeg’s head
will verify it.

Accountant will be

responsible to charge the

depreciation annually.

Timeline

Within two days
of receiving
Purchase
Involce

As per the pre-
decided dales

On the same
day of receiving
goods

Same day of
recelving goods

Annually

Format




Salary

Figira 62

Start

\I;

Daily attendance maintained in
the attendance registered by
the employees and cross
checked by the recruitment
commitiee

Monthly report deposited with
the board members. If
applicable, presentation to the
BoDs of the monthly work

Employment Contract/ >
Agreement with employees

done
4
Confirmation/ Cheque deposition in the bank Preparation of the cheque
acknowledgement email by the accountant & receiving and bank advice, cheque
received from the < taken and attached in the bank < book updated and getting
employees file and record maintained it signed by the signatories
End
Policy Process Procedure
Table 45
Policy Process Procedure Timeline Format
The Employment Contract/ + Every employee who will At the time of
employees Agreement with join the FRO will be onboarding
(CEC & Employees ocnboarded post signing
Accountant) employment contract to
must submit ensure their joining.
their written
report to the
BODs on 2nd Daily attendance = Attendance register will Daily basis
of every maintained in the be maintained in FPO
manth which attendance register by and will be in custody of
will be filed in employees and will be the CEQ,
Monthly cross checked by the * |t will be cross verified by
Report file, recruitment committes the Recruitment
Committee and the

Board as well during their
menthly meeting.
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Policy

The
aemployees
must have
their
altendance
marked in the
attendance
register.

For leave,
employees
must submit
their leave
application to
their
immediate
reporting in
writing. In
case of
amergency,
leave can be
approved over
the phone-call,
but sfhe must
submit their
leave
application
immediately
after rejoining
the office.

Salary must
be disbursed
to the
employaes’
account
between 25th
to end of the
same month.

Process

Monthly report
deposited with the
board members. If
applicable,
presentalion lo BODs
of the monthly work.

Preparation of Cheque
and bank advice and
getting it sianed by the
signatories and cheque
deposition the bank

Confirmation/
acknowledgement
email received from
the employees

Procedure

The employees will have
to submit thelr written
menthly report with the
recruitment committes/
board members before
2nd of every month.

Mo salary disbursement
without written monthly
report.

Alang with recruitment
commities, BODs will
also check and approve
the report.

Fost approval,
Accountant will prepare
the bank advice and
cheque and get il signed
by the authorized
signalories.

Cheque book will be
updated by the
accountant.

Cheque deposited in the
bank by accountant &
receiving taken and
receiving attached in the
bank file and record
maintained

Employees receiving the
salary will send a
confirmation/
acknowledgement email
on FPO's amall,

Timeline Format

Before Znd of
every month

On the same
day of report
submission

On the day of
salary credited
in their account




Rent and Electricity

Figiire 63

Start

Y

Rent Agreement with the

Maonthly electricity bill payment
> as per the actual bill and the

landlord ]
rent payment has previously
been agreed upon
Bank book, cheque file and
tally updated under the
End < incentive to the Board
members head
Policy Process Procedure
Table 46
Policy Process Procedure
Rent must ba Rent Agreemeant with * President, on behalf of
paid in the the landlord the company, will be
account of the doing the rent agreement
landlord and with the landlord.
on or before + Rent agreement will be
7th of every renewed every 11
month or as months,
per the date
mentioned in
the Monthiy electricity bill = In case, the electricity bill
agreement, payment as per the Is 1o be included in the
actual bill and the rent rent then the copy of
Any delay payment agreed upon electricity bill must be
must be collected by the FPO,

communicated
o the landlord
in writing via
email.
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* In case, the electricity bill
must be paid by the FPO
directly, the accountant
will be assigned the
responsibility to deposit
the same in the electricity
board office.

Monthly cheque prepared,
cheque book updated and
> signed by the BoDs. Cheque
will be depesited in the
landlord's account

4

Email to the landlord

-+ regarding the rent
payment

Timeline Format

While acquiring

the place for

office

Every month




Policy Process Procedure Timeline Format

Electricity bill Monthly cheque + Accountant will prepare Every month
must be prepared and gol it the cheque and get it
collected and signed by the BODs, signed by the signatories,
attached in the  Chegue will ba « Accountant will update
payment file, deposited in landlord's the cheque book, bank
account and Bank book, rent register and
book; cheque file and cheque file.

tally will be updated.

Email to landlord = CEQ will email the On the same
regarding the rent landlord about the day of check
payment depaosition of rent in his/ deposition in
her accounl landlord’s
account
Travelling Allowances
Figure 64
Start
Travelling allowance form filled Approvals to be taken the > Depositing the approved form
and bill attached by the claimer BoDs ad bill with the accountant

Y

Accountant prepared the
cheque, update the cheque

Bank book is updated by the book and get it signed by the
End < accountant < BoDs. Cheque will be
deposited in the claimer's
account
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Incentive to BoDs

Figure 65
Start

Y

. Attendance is taken of all the CEO will get the incentive
Roard meetu‘&gé;ca]led By the <  BoDs present in their meeting > forms filled by each BeD
minutes register present
\ 4
&“:Zﬁgtau"; ":’J'" d";fﬁ”f‘;: CEO will deposit all the CEO will get the incentive
chequ th o c;k gn d get it -« approved incentive forms with & forms approved by the
the accountant President of the FPO

signed by the BoD

Y

End

External Borrowing

A loan is a debt incurred by an individual or other
entity. The lender—usually a corporation, financial
institution, or government—advances money to the
borrower. In return, the borrower agrees to certain
terms, including any finance charges, interest,
repayment date, and other conditions.

Stages of Eligibility Evaluation of FPOs

+ Stage 1: Preliminary Evaluation

» Business Strategy (Business Plan)
Book-Keeping/Financial Statements
Timely meeting of Statutory compliances
Computerization of Operations and Records
Governance in FT'O

-
-
L]
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Sta,ge 2: Appraisal Visit toan FPO
» Relationship between the members and the FPO

« Competence of board relationship with promoting
organization
Competence and capacity of CEO and staffs
Ability to transact in the market.
Cash management and book-keeping.
Adherence to compliances and regulatory measures
Stock and debtor accounting.
Irregularities and frauds

Stage 3: FPO Loan Eligibility Assessment:
» Developed with the help of Guidebook on lending
to FPOs by BIRD




Table 47

Sr No. Heads

1 Eligibility assessment
2 Bank Account

3 Withdrawal

Policy

« Third party will be engaged with letter for assessing the eligibility
of the company 1o apply far & loan.

« Separate loan account shall be opened for any loan.

= Approval by 80% of the Board of Directors is must to utilize loan
amount.
+ Loan Repayment must be tracked by CEQ.

External Borrowing (Eligibility Assessment)- Process

Figure 66
Start
Identification of external |dentification of place to -
borrowing requirement > borrow money > Third ganyseampanekment
Y
Yes Third party assessment to
Application for the loan o Qualified —————g-  check company’s eligibility to

) 4

Bank processing

4

End

apply for loan

W No

Preparation of documents =
required for applying for -> e
borrowing

any will be reassessed
after 6 months
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Policy Process Procedure

TFable 48
Policy

Third party will
be engaged
with letter for
assessing the
ellgibility of the
company to
apply for a
loan.

Separate loan
account shall
be opened for
any loan,

Approval by
80% of the
Board of
Directors is
must to utilize
loan amounl.

Loan
Repayment
must be
tracked by
CEOQ,
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Process

ldentification of
external borrowing
requirement

ldentification of place
to borrow money

Third party
empanelment

Third party assessment
to check company's
eligibility to apply for
loan

If passed the
assessment, then
preparation of
documents required far
applying for borrowing
and help them in
application

Procedure

The CEO and the Board
must have clearly
identified requirement of
loan.

= Decision must be taken

in the Board meeting and
approved by 80% of the
BODs

The lending pariner must
be identified by the CED
and the Board

Decision to involve third
party to do the loan
eligibility assessment
must be taken in the
board meeting.

« It must be appreved by

80% of lhe membars.
Third party for initial 3
years will be the
promoting agency and
they must be provided a
letter of engagement for
assessmant,

President will sign the
engagement letter,

The dates must be
decided to do the
assessment.

Eligibility criteria must be
shared with the FPO to
prepare itself for the
assessment.

Third party assessment
will be done.

If the company gualified
the eligibility criteria, then
the third party will help
them prepare the
required documents and
apply for the loan.

Timeline Format

As per the need

During the
board meeting

During the
board meeting

Loan applicalion
form guidelines

Loan application
Document
Checklist

As planned Loan aligibility
assessment

scoring sheat




Policy Process Procedure Timeline Format

If didn't qualify, then
company will be
reassessed after 6
moanths.

Bank processing

External Borrowing (Post Receiving the Loan) Process

Figure 67

Start

Board must be informed of the CEO must be assigned the H.ta[;a;fmantl da:je THLE R d

load amount credited in the > responsibility to keep a track of bk ',an RLOCyanDe a0
loan acoount the loan amount utilization communicaed (o e S0 e

keep a record of it
Y

Lodi nstllimentand interast CEO must present the statlus Utilization of loan amm:nt

-« ofthe load to the BoDs during <  must be approved by 80% of
payment :
the board meeting the BoDs
h 4

Record maintenance by the

En
accountant -} ;
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Policy Process Procedure

fable 49
Policy Process
Third party will  Board must be
be engaged informed of the Lean

amount credited in the
loan accounl,

with letter for
assessing the
eligibility of the
company to
apply for a
loan.

Separate loan
account shall
be opened for

any loan.

CEO must be assigned
Board of the responsibility fo
Directors' keep a track of loan
approval is amount utilization,
must to utilize
loan amount.

Litilization of loan
amount must ba
approved by 80% of
the BODs

CED must present the
status of loan to BODs
during the board
meeting
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Procedure

= CEOQ lo call Board
meeting.

+ Briefing must be done of
the loan amount
received.

« Repayment date must be
noted dewn in advance
and communicated to
BODs to keep a record of
It

= Loan Register Opened

« CEO will be assigned the
responsibility to keep a
track of Loan amount to
ensure rightful utilization,

« Meeting minutes will be
maintained of the same.

= CEOQ will maintain the
loan register and will be
responsible to keep on
sending reminders on the
WhatsApp group about
repayment dates and
amount.

= Any utilization of loan
amount will require
permission from BODs.

= Approval from BO%
BODs is mandatory to
utilize the fund.

= |t must be maintained in
meeling minutes.

* In every Beard meeting,
CEQ will presant the
complele utilization of
loan amount to BODs.

* The loan register will be
signed and approved for
the day.

Timeline Format

Within 2 days of
loan being
credited into the
account

During the 1sl
board meeting
posi receival of
loan

Board meeting
or an in case an
emergency
board meeting
called

In every Board
meeatling




Policy Process Procedure Timeline Format

Loan Instalment and = |t must be paid through On the due date
interest payment cheque and with
approval from BODs.
= Any miss must be

immediately
communicated to the
BODs.
Record Maintenance « Excepl for loan register,
by accountant other records like cheque

preparation, cheque
deposition will be dane
by an Accountant.
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MODULE 9
Legal Compliances




The Farmer Producer Organization operates as a
legally recognized business and must comply with
various legal requirements, including obtaining
licenses for business activities. One such example
is the seed license necessary for input sales
business. Additionally, the FPO must adhere to
financial obligations such as GST, and other
regulatory requirements. This module details the
purpose and process involved in obtaining
mandatory licenses and certification processes.

Goods and Services Tax (GST)

Section 22 of the CGST Act 2017 makes it
mandatory for anyone with a turnover in a financial
year exceeding Rs. 40 lakhs for goods and 20 lakhs
for services to have GST registration. While Section
23 exempts an agriculturist from GST registration

I hia &0
raie ,:_u_-

Central Indirect Taxes & Levies

Central excise duty

Additional excise duty

Excise duty levied under the Medicinal
Preparations (Excise Duties) Act, 1855

Sarvice lax

Additional Customs Duty (CVD)

Special additional duty of customs

Central surcharge and cess
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even if turnover exceeds specified limits, Section
24 mandates compulsory registration for the
interstate supply of goods/services with a few
exceptions. GST, or Goods and Services Tax, is an
indirect tax imposed on the supply of goods and
services.

Promoting institutions often advise FPOs to
register for G5T even if this is not immediately
required for their scale of business or for the
specified supply of goods. Once registered, invoices
need to be GST compliant, and returns need to be
filed monthly/quarterly, even when there is no
turnover, failing which penalties are levied.

Many taxes have been submitted under GST, which
are as under-.

State Indirect Taxes & Levies

VAT/Sales tax

Entertainment tax {other than the tax levied
by local bodies)

Cenlral sales tax

Octroi and entry tax

Purchase tax

Luxury tax

Taxes an lotlery

Betling and gambling

State cesses and surcharges




What are the benefits of registering under GST?
1. For normal registered businesses:
« Take input tax credit.
« Conduct interstate
restrictions.

business  without

2. For composition dealers:
« Limited compliance
= Lesser tax liability
« Lessimpact on working capital

3. For businesses that voluntarily opt-in for GST
registration (Below Rs.40 lakhs®)
« Avail input tax credit.
» Conduct interstate business without
restrictions.
« Easily register on online & e-commerce
websites
* Get a competitive advantage compared to
other businesses,
What tumover should be considered for GST
registration threshold limit?
Aggregate turmnover should be taken into

consideration  when  calculating  turnover.
Aggregate turnover means the aggregate value of
all taxable supplies, excluding inward supplies
liable to reverse charge, including exempt supplies,
exports of goods or services, or both, and inter-
state supplies of persons with the same PAN, to be
computed on an all-India basis.

NIL / Exempted [ Zero / Non-GST

Nil-Rated

This type of supply attracts a GST of 0%. The input
tax credit cannot be claimed on such supplies.
Some items that are nil-rated include grains, salt,

jaggery, etc.

Exempted

This supply includes items used for everyday
purposes. Since they are basic essentials, they do
not attract any GST at all. You will not be able to
claim any ITC on such supplies. Some examples
include bread, fresh fruits, milk, curd, grapes,
melons, ginger, garlic, unroasted coffee beans,
green tea leaves that are not processed, and more.
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Food items such as rice, hulled cereal grains, wheat,
corn, etc., should not be put into branded
containers.

Zero-Rated

Supplies made overseas, and to Special Economic
Zones (SEZs) or SEZ, Developers come under the
zero-rated supplies. This supply attracts a GST of
0%. For such supplies, ITC can be claimed.

Non-GST

Supplies that don't fall under the GST scope are
termed non-GST supplies. However, these supplies
can attract taxes other than the GST as per the
jurisdiction of the state or the country. Some
examples of such supplies include petrol, alcohol,
etc.




Table 51
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Types of Goods

Live animals

Meal

Fish

Natural products

Live trees and plants
Vegetables

Fruits

Diry fruits

Tea, coffee and spices
Grains

Products of the milling industry
Seads

Sugar

Water

Baked goods

Fossil fuels

Drugs and pharmaceuticals
Fertilizers

Beauty products

Waste

Examples of Exempted Goods

Asses, cows, sheep, goat, pouliry efc

Fresh and frozen meal of sheep, cows, goals, pigs, horses ele
Fresh or frozen fish

Honey, fresh and pasteurized milk, cheese, eggs efc
Bulbs, roots, flowers, foliage etc

Tomatoes, potatoes, omons etc

Bananas, grapes, apples, efc

Cashew buts, walnuts, ele

Coffee beans, tea leaves, tumernc, ginger etc
Whealt, rice, oats, barley eyc

Flours of different lypes

Flower seeds, cil seeds, cereal husks eic

Sugar. jaggery ete

Mineral water, tender coconut waler elc

Bread, pizza base, puffed ric eic:

Electrical energy

Human blood, contraceptives etc

Goods and organic manure

Bindi, kajal, kumkum ete

Sewage sludge, municipal waste elc




o i I e
fable 52

Types of Goods Examples of Exempted Goods
Cmamenis Plastic and glass bangles, bangles etc
Newsprint Judieial stamp paper, envelopes, rupee notes elc
Printed iterns Printed books, newspapers, maps etc
Fabrics Raw silk, silkworm cocoon, khadi etc
Hand tools Spade, hammer etc
Pottery Earthen pots. clay lamps etc
lable 53
Types of Services Examples of Exempted Services
Agricultural services Cultivation, supplying farm labour, harvesting, warehouse related

activiies, renting or leading agricultural machinery, services
provided by a commission agent or the Agricultural Produce
Marketing Committee or Board for buying or selling agriculture
produce efc

Governmenl services Postal service, transportation of pecple or goods, services by a
foreign diplomat in India, services offered by the Reserve Bank of
India, services offered to diplomats etc

Transporation services Transportation of goods by read, rail, water etc, payment of toll,
transportation of goods where the cost of transport is less than
INR 1500 etc

Judicial services Services offered by arbitral tribunal, partnership firm of advocates,

senior advocates to an individual or business entity whose
agagregate turnover is upto INR 40 laks

Educational services Transportation of faculty or students, mid day meal scheme,
examination services. services offered by lIMs elc

Medical services Services offered by ambulances, charities, veterinary doctors,
medical professionals etc

Organizational services Services offered by exhibition organizers for intermational business
exhibitions, tour operators for foreign tourists etc

Other services Services offered by GSTN to the Central or State government or
UNIO Territories, admission fee payable to theatres, circuses,
sport events etc which charge a fee upto INR 250
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Documents Required for GST Registration - Digital Signature

+ PAN of the Applicant « Letter of Authorization/Board Resolution for
« Aadhaar Card Authorized Signatory
» Proof of business registration or Incorporation
Certificate GST Registration Process
» Identity and Address Proof of Promoters/Director  Step 1:Visit the GST portal at https://www.gst.govin
with Photographs and Click on the 'Register Now* link which can be

» Address Proof of the place of business

» Bank Account statement/Cancelled cheque. found under the 'Services' tab.

o

Goods and Services Tax
Saarch Taspaym = Pieip pene] TEEpayes T i

Trach &pplication Slatus

..

Step 2: Select 'New Registration' and fill the below = Enter the image that is shown on the screen and

mentioned details. click on ‘Proceed’.
Part-A + On the next page, enter the OTP that was sent to the
» Under the Tama' drop-down menu, select email ID and mobile number in the respective boxes
‘Taxpayer'. and click on "Proceed'.

« Select the respective state and district. » You will be shown the Temporary Reference
« Enter the name of the business. Number (TRN) on the screen. Make a note of the
« Enter the PAN of the business. TRN (Which helps in further Steps).

« Enter the email ID and mobile number in the
respective boxes. The entered email 1D and mobile
number must be active as OTPs will be sent to them.

v v
Mew Regiztration
® | nmEas mamaarnry feldn

# Pew Begistration Tempomary Kaference Numbar { FRA)
I am.a®
Sat ur
Chstract
1 -'|:J"| Waal Che B iness o3 medbonod Tn Rl
Perersiwmil Acoounl Nudles (PAN Y
Email Sddress®

=
O OTP will tie-soar th 1hin
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Part-B
Step 1: Now, visit the G5T portal again and click on
‘Register’ under the 'Services' menu.

Step 2: Select "Temporary Reference Number
(TRIN)'. Now, Enter TRN number and the captcha
details. Click on "Proceed' button.

Step 3: You will receive an OTP on your email [D
and registered mobile number. Enter the OTP and
click on "Proceed'.

Step 4: The status of your application will be
available on the next page. On the right side, there
will be an Edit icon, click on it.

Step 5: In the Next Step, there will be 10 sections
which must be filled and must submit the required
documents. The list of documents that must be
uploaded are:

Photographs

Business address proof

Bank details such as account number, bank name,
bank branch, and IFSC code.

Authorization form

The constitution of the taxpayer.

-

Submit the documents and move to Next Step.

Step 6: Visit the 'Verification' page and check the
declaration, then submit the application by using
one of the below mentioned methods:
+ By Electronic Verification Code (EVC). The code will
be sent to the registered mobile number.
= In case companies are registering, the application
must be submitted by using the Digital Signature
Certificate (DSC).
* By e-Sign method. An OTP will be sent to the mobile
number linked to the Aadhaar card.

Once completed, a success message will be shown
on the screen. The Application Reference Number
(ARN) will be sent to the registered mobile number
and email ID.
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The procedure to download the GST registration
certificate is mentioned below:

Step - 1: Visit https://www.gst.gov.in/

Step - 2: Click on Login'.

Step - 3: On the next page, enter the username and
password.

Step - 4: Click on ‘Login'.

Step - 5: Next, click on ‘Services'.

Step 6: Click on "User Services'.

Step 7: Select 'View/Download Certificates'

Step 8: On the next page, click on Download'. The
certificate will have details of the tax transactions.

GST Return

Types of GST Returns and Due Dates-

GSTR-1

GSTR-1 is the return to be furnished for reporting
details of all outward supplies of goods and
services made. In other words, it contains the
invoices and debit-credit notes raised on the sales
transactions for a tax period. GSTR-1is to be filed by

all normal taxpayers registered under GST,
including casual taxable PETSOons.
All suppliers or sellers should report any

amendments to sales invoices made, even about
previous tax periods, in the GSTR-1 return.

The filing frequency of GSTR-1 is currently as
follows:

(a) Monthly, by 11th* of every month- If the
business either has an annual aggregate turmover of
more than Rs.5 crore or has not opted into the
QRMP scheme.

(b) Quarterly, by 13th** of the month following
every quarter- If the business has opted into the

QORMP scheme.

GSTR-2A

Form GSTR-2A is an automatically generated return
that shows inbound supplies (purchase-related
transactions) that happen in a given context in any
particular business organization. It is important to
note that the following returns' supplier, seller, or




counterparty information is used to generate the
Form GSTR-2A automatically:

« Form GSTR-], the return that a typical registered
individual must file.

« Form GSTR-5, a non-return resident must be filed.

« The return that an input service distributor must file
remains Form GSTR-6. On the contrary, it is
important to note that:

» Form GSTR-7 remains to be the tax deductor's
refurmn.

« Fornn GSTR-8, a return must be submitted by any e-
commerce operator responsible for tax collection.

« [t also includes information on goods imports and
inward supplies of iterns from SEZ developers/units.

Form GSTR-2B.

Form GSTR-2B is an automatically created (system-

generated) statement that provides input tax credit

information.

« On the 14th day of the following month, the
statement is automatically generated.

» Based on the following returns provided by the
suppliers/seller:

» Form GSTR-1: Form GSTR-5.

« Form GSTR-6 and Import data obtained through
ICEGATE; the details in Form GSTRE-2B are
automatically filled in.

The GSTR-ZA is a dynamic statement that gets
updated whenever a taxpayer's suppliers file their
GST return of outward supplies. On the other hand,
the GSTR-2B is a static statement containing details
of input tax credit only for a particular retum
period.

Differentiating form GSTR-2A from form GSTR-2B

Even though Forms GSTR-2A and GSTER-2B show

the same information, they differ in several ways.

The distinction between the two forms is outlined

below:

= The GSTR-2A form is an example of a dynamic

statement, ie., regular change. Continuous updates
about the input tax credit will be made to the
information on inward supply. Form GSTR-2B, on
the other hand, is a type of stafic staterment, i.e.,,
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fixed. The information will constantly be updated.

« The basis for the reflection of details- For Form
GSTR-2A, the inward supplies’ specifics will be
reflected in the statement in real time. In another
way, the information will be updated whenever the
supplier provides information on outward supplies,
either in Form GSTR-1 or by using the Invoice
Furnishing Facility (ie, IFF). For instance, the
registered person neglected to report some supplies
when filing Form GSTR-1 for January 2022, The
registered person noted the missing collection on
Form GSTR-1 for February 2022, Accordingly,
information about missed deliveries will appear in
Form GSTR-2A in February 2022.

« However, the specifics of inward supplies will be
static in the case of Form G5TR-2B. It will include
information on outgoing stores that the provider
reported between two due dates for Form GSTR-1 or
the Invoice Furnishing Facility. Let's say. for
illustration purposes, that the registered person
provides information on outbound shipments for
January 2022 after the deadline. If so, Form GSTR-2B
for January 2022 will not contain the relevant
information regarding inward imports and the input
tax credit.

» Separation of Input Tax Credit Eligible and Ineligible
Farties- The division of eligible and ineligible input
tax credits is not provided in Form GSTR-2A. In
contrast, Form GSTR-2B briefly distinguishes
between input tax credits that are eligible and those
that are not.

GSTR-3B
GSTR-3B is a monthly self-declaration to be filed to

furnish summarized details of all outward supplies
made, input tax credit claimed, tax liability
ascertained, and taxes paid.

GSTR-3B is to be filed by all normal taxpayers
registered under GST. The sales and input tax credit
details must be reconciled with GSTR-1 and
GSTR-2B every tax period before filing.




GSTR-3B is to be filed by all normal taxpayers
registered under GST. The sales and input tax credit
details must be reconciled with GSTR-1 and
GSTR-2B every tax period before filing GSTR-3B.
GST reconciliation is crucial to identify data
mismatches that may lead to GST notices in the
future or suspension of GST registration as well.

The filing frequency of GSTR-3B is currently as
follows:
+ Monthly, 20th® of every month-
For taxpayers with an aggregate tumover of
more than Rs 5 crore in the previous
financial year or have been otherwise eligible
but still opted out of the QRMT scheme.

» Quarterly, 22nd of the month following the quarter
for 'X'** category of States and 24th of the month
following the quarter for "Y"** category of States-

For the taxpayers with aggregate turnover
equal to or below Rs 5 crore, eligible and
remain opted into the QRMP scheme.

Purchase of Goods from an Unregistered Vendor
(Reverse Charge)

Persons whose aggregate turnover in a financial
year does not exceed forty lakh rupees are not
required to be registered with the GST authorities.
Such persons are called unregistered vendors.

As per Sec 9(4) of the CGST Act, if a registered
person  purchases goods/services from an

unregistered dealer, then the registered taxpayer is
liable to pay GST on a reverse charge basis (only for
certain goods/services and registered persons). All

the provisions of the Act will apply to the recipient
as if they were the person liable for paying the tax
on the supply of goods or services.

This provision will apply if the below conditions
are met:
« There should be a supply of goods or services.
= The supply should be in respect of taxable goods/
Services.
« Supply must be by an unregistered person.
« Supply must be to a registered person.
« Supply must be intra-state, as compulsory
registration is required for inter-state sales,

Following is an example of some expenses which

can attract GST under RCM

* Rent

« Printing and stationery

« Repairs and Maintenance- Vehicle maintenance,
Computer maintenance

« Consultancy Fees- Professional Fees, Audit Fees,
Legal Fees

» Advertisement

» Exception: Salary & Wages, Electricity, Interest, Govt
Fee

If the supply involves exempted goods/services,
RCM will not be applicable. For example,
passengers who travel by auto rickshaw are
exempted from GST.

Effect: Registered businesses may prefer to deal
with other registered dealers only to ease business
processes and reduce complications. This could
hamper the business of unregistered dealers.




GSTR-9

GSTR-9 is the annual return to be filed by taxpayers
registered under GST. As per GST law, it is due by 31
December of the year following the relevant
financial year.

It contains details of all outward supplies made and
inward supplies received during the relevant
financial year under different tax heads, i.e., CGST,
SGST, and IGST, and a summary value of supplies
reported under every HSN code, along with details
of taxes payable and paid.

It consolidates all the monthly or quarterly returns
(GSTR-1, GSTR-2A, GSTR-3B) filed during that
financial year. GSTR-9 is required to be filed by all
taxpayers registered under GST.

However, there are a few exceptions, such as
taxpayers who have opted for the composition
scheme, casual taxable persons, input service
distributors, non-resident taxable persons, and
persons paying TDS under section 51 of the CGST
Act.

Note: As per the CGST notification no. 47/2019,
later amended, the annual return under GST for
taxpayers having an aggregate turnover that does
not exceed Rs.2 crore has been made optional.

Penal onhﬁssinﬁGSTDueDate
In such cases, where taxpayers do not file their

returns within the specified due dates mentioned,
he is obliged to pay a late fee of Rs. 50/day i.e, Rs.
25 per day in each case of CGST and SGST (in case
of any tax liability) and Rs. 20/day i.e. Rs. 10/- day in
each CGST and SGST (in case of Nil tax liability)
subject to a maximum of Rs. 5000/-

Interest on Late Payment of GST

According to the GST Penalty regulations, interest
will be charged at 18 percent per annum from
taxpayers who fail to pay their taxes on time. The
interest will be levied for the days after the due
date.
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Check the example below to understand it better:
Suppose your tax liability is Rs. 2,000, and you
have not paid tax on time for a given month. Now, if
you pay tax one day after the due date, your
interest will be calculated as 2000*18/100*1/365 =
Rs. 0.98 per day.

Trade License
A trade license is a document that permits any

individual or company to carry on a trade or
business. The government has made trade licenses
compulsory for those seeking to start a business
and to regulate various trade activities in the
country. The process of acquiring a trade license
differs from state to state. Here, we look at the
detailed procedure for obtaining a Madhya Pradesh
trade license.

Aspects of Trade License
Commencement of a new business requires the

individual or the company to register it with the
local government. However, obtaining a trade
license is different from business registration. A
trade license is permission to start a business.

The state Government regulates the issuance of
trade licenses through municipal acts. To get the
license, the business should comply with the rules
and regulations set down by the corporation and
safety authorities of the state,

A trade license does not guarantee property
ownership to the license holder. The license does
not allow the holder to carry on any other trade or
business other than for the issued purpose.

Purpose of Trade License
The main objective of the government issuing the

trade license is to ensure that no one is conducting
any unethical business practices or any illegal
trade.

Procuring a license is mandatory for a person or a
company to avoid heavy penalties, as any business
without a trade license will be considered illegal.




Eligibility

+ Any individual who is 18 years old or older can apply
for a trade license.

* The applicant should not have any criminal records
against them.

= The business should have a legal permit.

= This trade license should be obtained within 30 days
of the initiaticn of the business.

« Those who seelt to set up a small, medium, or large-
scale manufacturing industry or factory should
acquire an industrial trade license.

« Retail shops or commercial establishments should
get shop licenses.

= Establishments like restaurants, canteens, and food
stalls should obtain food establishment licenses.

Documents Required
The following documents should be submitted for

Madhya Pradesh Trade License,
« Government 1D Proof (Aadhar Card [ voter ID / PAN
Card / Driving license)
Address Proof (Electricity Bill, Telephone Bill)
Partnership Deed (In case of Partnership Firm)
Memarandum of Article (In case of Company)
If the trade is carried out in owned premises -
property tax receipt / property registration details
« If the trade is carried out in rented premises -
photocopy of self-attested rent agreement or a no-
objection certificate from the owner.
» Passport size photograph of the owner (2 nos).
» Qriginal copy of challan must be submitted along
with the photocopy of other documents.

L] - L] -

Timeline

The timeline for the issue of a Trade License
certificate is 30 days from the submission of a
proper application with essential documents, If the
application is rejected, an appeal to the concerned
official can be made. The time taken for the first
appeal to be resolved is 15 days.

The  Municipal Commissioner, Additional
Commissioner, or Deputy Commissioner acts as an
administrative head of the concemed authority
and is authorized to approve trade license
certificates at Nagar Nigam and Nagar Palika.
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In case of rejection of the certificate, the first
appellate office is either the project officer or the
sub-divisional officer of the Urban Local Bodies.
The second appellate officer is the divisional officer
of the respective Urban Local Bodies of the
establishment.

Fee and Validity
The fee for issuance of the license is not fixed and is

revised once every three years. However, the
online application for a trade license through e-
Nagar Palika, under the state government of
Madhya Pradesh, charges a service fee of Rs. 10 for
each application submission.

The validity of the license depends upon the
approval, sanction, declaration, opinion or
satisfaction of the Mayor<in Council, the
Corporation Commissioner, or any municipal
officer.

Application Process

The applicant can apply online for trade license
through e-Nagar Palika online portal of Madhya
Pradesh.

Step 1: To apply online, visit the official website of e-

Step 2: Under the Business tab on the Home page,
click 'Online Form-Trade License'.




Madhya Pradesh Trade License Online Form
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Step 3: The online application form for the Madhya ) ‘
Pradesh Trade License appears. Enter the required ~ * Firmname & address details

details that include the following. + Self-declaration
» General details + Upload documents area

Madhya Pradesh Trade License Application Form
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Step 4: On successful submission of the application
form, the registration number and the fee challan
will be generated (if offline).

Step 5: The submitted application will be verified
and approved by the concerned authority and the
area inspector will scrutinize the trading place.

Step 6: On successful verification, the application
will be approved. The rejected application will go to
Deputy Commissioner / Additional Commissioner
after getting recommendations from ARO

(revenue) for final approval.

Step 7: After final approval, an alert message will be
sent on the approval status and for fees payment.
Make necessary payment and download the
digitally signed certificate from the portal.”

Check Application Status

The applicant cancheck application statusby
entering the application number and clicking Get
Status.

Madhya Pradesh Trade License Check Application Status

Hutiws== » Payment for Trade Licensa

Check Status

Fields Marked with * are Mandatory Fields

Applicatnon number * : |

Get Status |

Download / Print Certificate: The applicant
candownload the certificateby entering the
application number and clicking get certificate.
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The downloaded certificate can be printed for the
required purpose.




FSSAI Registration

Every food business operator involved in the
manufacturing, processing, storage, distribution,
and sale of food products must compulsorily
obtain an FSSAI Registration or License.,

FSSAI Registration is different from the FSSAI
License in the sense that depending on the size and
nature of the business, FBO should obtain the
necessary registration or license. An FSSAI license
can be acquired for anywhere from 1 year to 5 years.
The FSSAI has prescribed different validity periods
for different licenses and food products.

It is a 14-digit registration or a license number that
is printed on all the food packages. The 14-digit
registration number gives details about the
assembling state, producer’s permit.

This registtation procedure aims fo create more
accountability on the part of the FBO to maintain
the quality of the food products. The licensing and
registration procedure and requirements are
regulated by the Food Safety & Standards
(Licensing and Registration of Food Business)
Regulations, 2011, If an FPO decides to move into
the processing business, they must obtain this as a
mandatory requirement.

Who Requires FSSAI Registration?

Food Business Operators (FBOs) carrying on the
following kinds of business are mandatorily
required to obtain an FSSAI Registration/License:

« Petty retailers and retail shops such as retail shops,
snack shops, confectionery or bakery shops, etc.

« Temporary stalls or fixed stalls or food premises
involved in the preparation, distribution, storage,
and sale of food products such as golgappa stalls,
chat stalls, fruits/vegetable vendors, tea stall, snacks
stalls, bread pakoda stalls, samosa stalls, chinese
food stall, south indian food stall, sweet stall, juice
shops, etc.

= Hawkers who sell packaged or freshly prepared food
by travelling (usually on foot or movable carts) from
one location to another.

= Dairy units including milk chilling units, petty
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millaman and milk vendors.

= Vegetable oil processing units.

« All food manufacturing/processing units that
include repacking of food.

= Slaughtering houses such as meat shops, mutton
shops, chicken shops, lamb meat, etc.

« Meat processing and fish processing units.

= Proprietary food and novel food.

» Cold/refrigerated storage facility.

« Transporter of food products having a number of
specialized vehicles like insulated refrigerated van/
wagon, milk tankers, food wagons, food trucks, etc.

= Wholesaler, supplier, distributor, and marketer of
food products.

» Hotels, restaurants and bars.

« Canteens and cafeteria including mid-day meal
canteens.

« Food vending agencies and caterer.

= Dhaba, PG providing food, banguet halls with food
catering arrangements, home based canteens and
Food stalls in fairs or religious institutions.

« Importers and exporters of food items including
food ingredients,

« E-Commerce food
kitchens,

suppliers including cloud

Types of FSSAI Registration

The type of FSSAI license/registration required by
each of the kinds of the businesses mentioned
above depends on their eligibility criteria. The
eligibility criteria for each kind of business and type
of license/registration is provided on the FSSAIL

FSSAI registration is based on the business types,
turnover, and production capacity. Depending on
the installed capacity and turnover, FBOs are
eligible for licenses such as basic, central, and state
licenses.




Figlre 68
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FSSAI Basic Registration

FBOs with a turnover of less than Rs.12 lakh pa.
must obtain FSSAI basic registration. The FSS5A1
registration form that the applicant has to fill out to
obtain FSSAI basic registration is Form A.

FSSAI State License

FBOs with a turnover of more than Rs.12 lakh p.a.
and less than Rs20 crore pa. must obtain the
FSSAI state license. The FSSAI registration form
that the applicant has to fill out to obtain an FSSAI
state license is Form B.

FSSAI Central License

FBOs with a turnover of more than Rs.20 crore p.a.
must obtain the FSSAI central license. The FSSAI
registration form that the applicant has to fill out to
obtain the FSSAI central license is Form B.
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Process for Obtaining FSSAI Registration Online
FBOs can obtain FSSAI registration online by filling
out and submitting the FSSAI registration form,
Form A (application for Registration) or Form B
(application for State and central license), on the
FoSCoS ( https://foscos.fssai.gov.in/) portal.

The FPOs can also register offline by submitting
Form A or Form B to the Food and Safety

Department.

The FSSAI registration form must be accompanied
by the required documents. The documents must
be uploaded online on the FoSCos portal when
filling out the application or submitted to the Food
and Safety Department along with the application
physically.




Figure 69

Application

Application Scrutiny

Bt > Submitted —rg by Dept
No
D i 1
s
Yes +'
FSSAI Certificat ™ Site | tion/ s
ertificate ite Inspection
——— .
(asuad e Satisfied? vt e
+ No \.|f'
End it Rejected, intimation <

« The department will scrutinize the documents
submitted.

* The department may inspect the food premises
before granting the FSSAI registration certificate, if
necessary.

+ [f the department is satisfied that the FBO meets all
the required criteria, then it will grant an FSSAI
registration certificate with the registration number
and the photo of the applicant's email ID. The
applicant can also download the FSSAI registration
certificate by logging into the FoSCoS portal.

* FBO should prominently display the certificate of
FSSAI registration at the place of business during
business hours,

FSSAI Registration Eligibility

FSSAI Registration is a basic license, and it is
required for all the FBOs involved in the small-scale
food business. This category covers the following
businesses:

+ Any FBO with an annual turnover of not more
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sent to applicant

than Rs. 12 lakhs.
» Petty retailers dealing in food products.
= Any person who manufactures or sells any food article
by himself.
» Food sale is done by the temporary stall holder.
+ Any individual who distributes food in any religious or
social gathering except a caterer,
» Small-scale or cottage industries dealing in the food
business and the following:

FSSAI License Eligibility

For all other FBOs apart from small-scale
businesses, the FSSAI license has to be obtained.
FSSAI License can be classified into two categories,
ie., State FSSAI License and Central FSSAI License,
hased on the size of the business, whether it is a
medium-scale or large-scale business.

Generally, FBOs that are large manufacturers,
importers, or exporters dealing in large-scale food
businesses need to obtain FS5A1 registration from




the central government, and FBOs with small-to
medium-sized manufacturing units, transporters,
marketers, traders, etc, need to obtain FSSAI
registration from the state government. To apply
for a State License, the FBO must have a turmover
between Rs 12 lakh and Rs 20 crore.

Other conditions include manufacturing units
having a capacity of 2MT per day and dairy units
handling up to 5000 liters per day. 3-star hotels and
above, repackers, relabelling units, clubs, canteens,
and all catering businesses, irrespective of their
turnover, need to apply for the license. The tenure
of the license issued is a maximum of 5 years and a
minimum of 1 year.

-To apply for a central license, the FBO must have a
turnover exceading Rs. 20 crores and operations in
two or more states. All importers and exporters
need to apply for this license. The maximum
tenure is five years, and the minimum is one year.

Documents Required for Obtaining the FSSAI
Registration/License

Following documents are required to obtain FS5AI
basic registration, FSSAI state license and FSSAI
central license;

« Photo identity proof of the food business operators.

» Business constitution certificate, i.e. partnership
deed, certificate of incorporation, shop and
establishment license or other business registration
certificate.

« Proof of possession of business premises, i.e. rental
agreement, NOC from the owner of the rented
premises, ufility bills efc.

Food safety management system plan.

List of food products manufactured or processed.
Bank account information.

Supporting documents (if required) like NOC by
Municipality or Panchayat, Health NOC, copy of
License from the manufacturer, etc.

Apart from the above-mentioned general
documents, certain specific documents are
required for obtaining the FSSAI state license and
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FSSAI central license. The specific documents
required to obtain the FSSAI state license are:
= Form B duly completed and signed.
« Plan of the processing unit showing the dimensions
and operation-wise area allocation
= List of Directors/ Partners/ Proprietor with address,
contact details, and photo ID.
« Name and list of equipment and machinery used
with the number and installed capacity.
« Authority letter from manufacturer nominated a
responsible person name and address.
= Analysis report of water to be used in the process to
confirm the portability.
« Copy of certificate obtained under Coop Act 1861/
Multi-State Coop Act 2002

Apart from the general license, the following
specific documents are required to obtain FSSAI
central license:
= Form B duly completed and signed.
» Plan of the processing unit showing the dimensions
and operation-wise area allocation
» List of Directors/ Partners/ Proprietor with address,
contact details, and photo ID.
» Name and list of equipment and machinery used
with the number and installed capacity.
« Authority letter from manufacturer nominated a
responsible person name and address.
+ Analysis report of water to be used in the process to
confirm the portability.
Source of raw material for milk, meat etc
Recall plan wherever applicable.
Ministry of Commerce Certificate for 100% EQOU
NOC document issued by FSSAL
IE code document issued by DGFT.
Form IX
Certificate from Ministry of Tourism
« Supporting document for proof of tumover and
transportation
» Declaration form (refer the sample here)

- & ® = @& &

FS5AI Registration Fees
The applicant/FBO needs to pay the fees while
submitting the FSSAI registration form. The FS5AI
registration fee for different types of registration are
as follows:

» FSSAI Basic Registration - Fee of Rs.100

Sample Declaration
Foarm for FSSAI
licenss




= FS5AI State License - Fee between Rs.2,500 to = FS5AI Central License - Fee of Rs.7.500
Rs.5,000 (Depends on the tvpe of business)

Figure 70
Basic Registration State License Central License
Rs 100 | Rs 2500-5000 ) | Rs 7500
Process to Register FSSAI Registration- Basic (Form A)
Online Process: Step 1: User can log in by clicking on the box "Apply
Applicant needs to visit the official website toapply  for License/Registration Fee: Rs.100 to 7500 per
for this: https://foscos.fssai.gov.in/ year” as shown in the figure below:(yellow box)

Enter Apphication Reference No

i vy (pmchu Undle

Enter Capteha Coda

£
iy LR o Licewn Parrmemaaln, B i wmrnp
AT R T i s Fer s ol iy | e m
e 0y D000 Bl TR TR : e iy £ b
-l
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Step 2: Select option as per user requirement.

55 ﬂjj e FoSCoS (& inda™

-y P — sl Bnlad g © o ey By

Home | About FoRToS | FRSAL | User hanue! | Logine Buinesces | Lo -Acthonities

Apply for New License /Reglistration

EAL Rt e ]

Step 3: Select the State and Read the Note and Read  user can read the definition of all Kind of Business
the Group Heads of Kind of Business, Clickon Kind  under it and click on the radio button under it to
of Business under which the food business falls, proceed further.

Sefect the state wihene premiyes i BRoated for which Deense/Regiatranon will e obtamed, Delm -

Hote: Eadh baration mll b issed sepisatbe Uoense [smept tramspirtes where one losse will be saus for ol sehicle of o slogle trarmportes business], icase FINO i baing
promEse Junit located in more thien one state. PO has 1o declpre one premise s hesd chee and shall ohian Cantral Lieme for Head office ard separste likerae for other
baratien ot per eigisiity creseria (Contral or State Lieprne 3¢ Regivtration).

A Food Buniness Operator (FRO )'s preminve chall eve anly one FSSA0) Licenss ar Registration on which sny numier of lind of businesses (Ko@) zan be

endorsed.

. Certiml Gowt,
Maniufaciuier Toadhes Retinil Faod werdoe vl ey Head Otfice

I rmahubacioning/ procecsing Dairy preducts, Vegstabie O, Mast Broductd; Nowed Food products snd all Foed rocesslng units including repackais

Dy Lniits
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« Step4: Fill in all the mandatory fields as shown

in Form A.
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» Step 5: Upload the documents, pay the fee with
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« Step 6: After completing the payment, a receipt  number which can be used for future reference.
will be generated with a 17-digit reference

2
? Directorate of Food and Drugs Administration f:i_l‘."'\
i
t_ (Govt. of Goa) ::il'n'..:"
S ‘__:l Licensing and Registration System V3.0 ‘*‘-’2"\:' '
——
Fafergras No : 2o 00V FHOC00T 71 Datz : 5-00-2000
Mame of Company/ Drzandzation AT
Preminey Address aanoang. Merth Goa, Goa 111111
King of Business | Dy yrity
Category of Licerse © fesistration
Fee Faid : fiz 200 (2 Year{s))
fafs  TROAT domg oo pARTACL S Sl S (ESApRAAs RS '..q'.e-r-v".n'ﬁ'.le‘ Htraton. Qoefied reiafieg 10 Losnie/Begittation afe dhly favisd oifine Licsne=
sefatad commptaine may b8 recoeted a1 R ek - LE0011 200 end lleensing e povin
Wi et Licsnia Agploamon

« Step 7: User can track the status of application —www.foscos.fssai.govin by using the reference
through the Homepage ie. number.
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« Step 8: State License - Fill in all the mandatory

fields as shown in Form B.
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 Step9: Upload the documents, pay the fee with  available modes, and apply.
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« Step 10: After completing the payment, a reference number which can be used for future
receipt will be generated with a 17-digit reference.

Directorate of Food and Drugs Administration .J:,
{Gowvt. of Goa) g :)'

s ’,f
Licensing and Registration System V3.0 ‘%&-J

i S

Flasc gl

Fafprance Mo 1 32001131000000771 Dabe 1 13-01-2020
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FSSAI Registration Status/Download Process:

An applicant is informed by SMS/Email alert at
many stages of application processing by FSSAIL
The applicant can also check the FSSAI registration
status by entering the application reference
number issued after applying FS5AI1 on the "Track
Application Status' tab on the FoSCoS website.
Click here for detailed steps on tracking FSSAI
application status.

Tracking the application status allows one to view
the different stages of the FSSAI registration status.
When the FSSAI registration status is displayed as
‘Application Reverted, the FSSAI authorities have
reverted the application for necessary modification
or clarification. The applicant must submit the
response within 30 days from the reverted date to
avoid the risk of rejection.

When the FSSAI authorities issue the FSSAI
registration certificate, the status will be displayed

as 'Registration Certificate Issued. 'Applicants can
download the certificate by logging into the
FoSCoS website.

How To Download FSSAI Certificate

In India, the FSSAI (Food Safety and Standards
Authority of India) issues the FSSAI Registration/
License certificate under the Food Safety and
Standards Act, 2006 to Food Business Operators
(FBOs). Any person intending to start a food
business, even from home, must mandatorily
obtain the FSSAl Registration/License certificate
before starting their food business.

After the FSSAI License/Registration is sent to the
FBO's email, they can download the FS5AI1
certificate. The steps to download the FSSAI
certificate are as follows:

Step 1: Visit the FoSCos website and click on the
‘Login-Businesses’ option on the homepage.

FoSCo
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« Step 2: Enter your 'Username’, 'Passwaord,

» Step 3: Your dashboard will be displayed on
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‘Captcha’ and click on the ‘Sign-in’ button.
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« Step 4: Click on the ‘Issued-License’ option
when you have applied for FSSAI License or the

'Issued-Registration Certificate’ option when you
have applied for FSSAI Registration.
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+ Step 5: FSSAI certificate will be displayed on the
screen with the details. Under the 'Reference
no/Registration no' column of your certificate
details, click on vyour FSSAI certificate
registration number.

FSSAI certificate will open. Click on the download
button/image on the page and click on 'Save’. Your
FSSAI Registration/License certificate will be
downloaded.

Consequences of Non-Compliance

Any registered or licensed person under the FSSAI
has to adhere to the rules and regulations under
the FS5 Act, 2006. The food safety officer generally
inspects the food business operator's facility and
idenfifies the level of compliance with the
regulation using a checklist. Based on the
compliance level, the food safety officer marks it as:
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Compliance (C)

Non-compliance (NC)

Partial compliance (PC)

Not applicable/Not observed (NA)

Based on the above, the food safety officer might
issue an improvement notice wherever required
per Section 32 of the F5S Act, 2006. If the business
operator fails to comply with the improvement
notice, the officer, after giving the licensee an
opportunity to show cause, may cancel his license.
Any food business operator aggrieved by an
improvement notice can appeal to the State
Commissioner of Food Safety, The decision
thereon can be challenged through an appeal to the
Food Safety Appellate Tribunal/High Court.

Penalty for non-compliance listed the penalty for
various types of non-compliance:




Sr No. Particulars Fine
1 Faood quality is not in compliance with act 2 Lakh petty manufacture
2 Sub-standard food 5 Lakh
3 Misbranded food 3 Lakh
4 Misleading advertisernent or false description 10 Lakh
5 Extraneous matter in food 1 Lakh
6 Failure to comply with Food Safety Officer 3 Lakh
direction
i Unhyagienic processing or manufacture 1 Lakh
Renewal of FSSAI License and file the FSSAI annual return within the

The FSSAI license is essential to commence the
food business. Similarly, it is imperative to renew
the license. The license is issued for a validity of 1
year or five years, so the business must apply for
renewal 30 days before the expiry of the current
license.

If a license renewal is not filed 30 days before the
expiry date, FBO must pay a late fee of Rs. 100 per
day, along with the renewal fee, Note: This late fee
is not applicable in the case of Registration.

After the expiry date with the following penalties:

« Three times the existing annual license/registration
fee in the period - Istday to 90th day from the
original expiry date

+ Additional two times of the existing annual license/
registration fee (i.e., total five times) in the period -
91st day to 180th day from the original expiry date

FSSAI Returns
After receiving the FSSAI registration/license, the
FBOs must comply with the FSSAI compliances
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prescribed time. Otherwise, they will have to pay
penalties.

Filing FSSAI Returns

« Every FBO has a business tumover of more than
Rs.12 lakhs,

= Every FBO importing, selling. manufacturing,
exporting, storing, distributing, handling, or
transporting any type of food product.

« The FBO is involved in the manufacturing and
distribution of milk.

Exemption from Filing the Annual FSSAI Return

» Food Business Operators (FBOs), including Petty
Food Business Operators holding FSSAI Registration
Certificate, are not required to submit annual
TetuIms.

» Other Kinds of Businesses such as Distributor,
Wholesaler, Retailer, Storage, Transporter and Food
Services etc.

Thus restaurants, grocery stores, canteens, fast
food corners etc., are not required to file annual
returns under this act.




Due Date for Filing Returns
The due date to file the FSSAI form D1 by the FBOs
is on or before 31 May of every financial year.

Penalty for Non-Compliance

According to the Regulations, when FBOs do not
file the FSSAI returns within the prescribed due
date, a fine of Rs.100 will be imposed on them
every day the default continues starting from the
next day of the due date.

As per the order dated 10 November 2022, the
Maximum penalty levied shall not exceed 5 times
the annual license fee.

Things to Remember
After receiving the FSSAI certificate, the FBOs must
mandatorily display it at their food premises.

« After receiving the FSSAI certificate, the FBOs must
display it at their food premises.

« Display the FSSAI registration number on all the
packed food products,

» The FBOs can use the FSSAI logo on the packaging
of the food products. The FS5AI certificate or logo
ensures that the food quality is verified and, thus,
safe for consumption.

= The FS55A1 certificate increases the food business's
reliability and helps attract investors, partners, and
customers.

« If a Food Business Operator fails to comply with the
food regulations set in the FSS Act, 2006, A
Designated Officer (DO) of the food safety
department can issue an improvement notice,

« Food Business Operator (FBO) can appeal to the
State Commissioner of Food Safety if hefshe is
aggrieved by the improvement notice or
suspension/cancellation of license, The decision of
the Food and Safety Commissioner shall be final.
Alternatively, an FBO can also approach the Food
Safety Appellate Tribunal/ High Court of their
respective States/UTs to challenge the notice.

Fertilizers and Seeds License

Seed License

High-quality seeds play a crucial role in boosting
agricultural production and productivity. To ensure
fair distribution and accessibility of superior seeds
to farmers, the Government of India enacted
theregulatory measures guarantee the efficient
production, marketing, and equitable distribution
of seeds across the agricultural sector.
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Seeds Act of 1966 and the Seed Rules of 1968.

Seeds undergo certification under the Seed
(Control) Order 1983, established under the
Essential Commodities Act of 1955. These

Issue of the Seed License

Any person or business that wants to sell, export, or
import seeds in India must mandatorily apply for a
seed license.

Each state and union territory of India has adopted
a different procedure for issuing seed licenses.
Hence, FPOs interested in the seed business must
obtain a seed license from the licensing authority
in their state.

The fresh license is issued for 3 years, and there is
an application for license renewal.

Timeline- it takes 15 working days to from the date
of complete document submission (it varies from
one state to another)

Documents required for seed licence- (Source:
Agriculture  Department,  Ragjasthan) hitps://
Seed#:-text=3.- Affidavit%200n%20Non%2DJudic
ial%20stamp%200f%20Rs. fee%200f%620rupeest
20five%20hundred. )

For New Application

« Application Form ‘A’ in two copies

» For responsibility of quality of seed Affidavit on
Non-Judicial stamp of Rs.50 attested by Notary
public along with ID proof,

= Map of Shop/godown and certificate of ownership or
rent

= Source of seed for sale

« If firm is producer, certificate of registration of
concerned state/Rajasthan state seed agency

« If firm/company is pvt. ltd. then copy of
Memorandum of Articles of concerned



company
+ Seed license fee

Renewal of License

= Application form of renewal 'c’ (two copies)

+ License renewal fee of Rs. 500/- deposited before
expiry date of license.

= Affidavit on Non-Judicial stamp of Rs. 50 for
responsibility of quality of seed attested by notary
along with 1d proof.

= If the application is submitted within one month
from the date of expiry, the license may be renewed
on payment of additional fee of rupees five hundred.

The Offline Process of Application
= Applicant has to get the letter head for the firm and
should get required document as prescribed above.
» Applicant should go to the licensing officer for
division level agriculture department office to apply.
= Please collect the form A as per officer’s advice to
apply for the license,

Figure 71

Start

Y

Submission of the application
along with the required docs -

Application scrutiny by the >

Submit the completed application with required
documents as mentioned above.

« After accepting the application, officials will advise

the amount to be remitted as per the mode (treasury
challan or as acceptable).
Applicant after remitting the mentioned amount,
should provide the same to the department
authority for processing.

o Applicant will get receipt for the remitted fees.

Please keep the receipt and acknowledgement safe
for future reference

This application will be processed by the respective
department.

Applicant will get intimation for inspection of
premises.

Authorities will inspect the business place and do
their due diligence for the machine / other apparatus
as mentioned in application by applicant.

Once all the process yields satisfactory result,
Applicant gets intimation to collect the License.

« Onthe said date, applicant can collect the license.

Premise verification (7 days)

(onlinefoffline) department (3 days)
¢
License issued < Criteria met < Final processing of the
application (5 days)
End
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The Online Process of Application- documents and payment through UPI link-

The above process can be followed online by « Step 1 -Fill the basic profile of the applicant-
visiting the respective webpage of the agriculture http://agrilicense upagriculture.com/#/Form/
department of the state by uploading the required SeedDealer

@ L7 hgrd Bl | koo Sppieri

FORK W
FORS OF APPLICATION T OBTAN DEALER'S LICENSE
Fima Eut S Emerw il Furars #ned A besn Biraas | Bnms

Wi i St (L | A0

= Step 2: Share Business details, and respond to
basic queries

@, LB Agrl Onling Licsres Sysum
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Step 3: Create user log-in-

@ (P Ay Dl Lisence Sreren Wi B G ] Cairaiies 1] )

Step 4: Upload KYC Document

UL Agrt Onlre Liconee: fystom

i --:£|l| [
T Tiw | s

o [T | Viz fip rcnap
v Toas | b0 7

Shamnes: T | i Fic smmar
o i | Wz iz zrmmar
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Step 5: Declaration & Submit

ke g tham

siimrreed T Fars Surh plaes

T W Jmctarn Paal M bl orpeslms (paen adased s Peus Ve e Bl ol Aigoais diaebeig ais) leti] sl i el Thedi ol o Rk
hr Ve sarn Carublly e the st il Ot o [ afad gieim o Ferie U gipiiedid 85 e Dasdi | G o) Gidiee, 7980, ahed s

(Wi e e of aefng sapmd g rmpacteg sssde w erereleed b parred o @ e e e slees s vmere Goemoe dind s

Fertilizer License

A fertilizer license is issued to a business or
individual interested in manufacturing,
distributing, or selling fertilizers. Once the license is
issued, the business must ensure compliance with
the regulatory requirements and environmental
safety protocols associated with manufacturing or
applying fertilizers in agriculture.

Eligibility for the License-
« To be eligible for a fertilizer license, FPO must build
the storage facilities,
» Fulfill all applicable safety and environmental
standards.
« Certificate and training for ensuring safety and
fertilizer handling.

Application Process

The applicant must apply online on the
Department of Agriculture portal. Then, the
applicant's application is auto-forwarded to the
Joint Director for a Wholesale License and to the
Chief Agricultural Officer for a Retail License, and
scrutinization is performed along with a site
inspection, If no disparity is found after the site
inspection, the License is issued. If any variation is
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found, the application is again reverted to the
applicant for required changes and to be submitted

again.

Below is the list of the documentation FPO can
follow to obtain the fertilizer license.
« Form “0" Sourcing Certificate
manufacturer.
« Affidavit for Undertaking of un-employment.
+ Site Plan
 Proof of premises/rent agreement
« Bachelor's degree certificate in
Sciences,
= Aadhar Card of Applicant
» Photographs of Applicant
« Bank Balance certificate for bank balance of Rs5
Lakh.
» Police Clearance certificate
+ Receipt of Rs.5,000 as Government fee

from the

Agricultural

Steps for online Application-

Step 1: Fill the online application, of the web portal
of your respective state. The below illustration is
from the Uttar Pradesh Agriculture department-
http://agrilicense upagriculture.com/#/Form/
FertiManuf
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= Step 2:upload Source form “0” from the manufacturer-

@ 11F At inline §ioemee Spemm
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« Step 3: Upload required documentation as

mentioned above-

SEndTtTE TR AT T

FETe o T s s e T e sy S a0 | Erugsce .....||. YT v—

= P et T T RS b = e Y e §

Minimum Support Price (MSP) License
The MSP is the rateat which the government
purchases crops from farmers and is based on a
calculation of at least one-and-a-half times the cost
of production incurred by the farmers,

MSP isa “minimum price” for any crop that the
government considers as remunerative for
farmers and hence deserving of "support”. The
Commission for Agricultural Costs & Prices (CACP)
recommends MSPs for 22 mandated crops and fair
and remunerative price (FRP) for sugarcane. CACP
is an attached office of the Ministry of Agriculture
and Farmers Welfare.

In this context, FPOs can register themselves as
procurement agent for MSP and earn commission
out of it. FPO's are required to complete the
registration process under State M5SP to avail the

210

services. Registration under state MSP will be a
supplement towards revenue generation for the
FPO's. This process will help the farmers to sell
their produce in the nearest collection centre
assigned by the government.

Steps for MSP Registration-

« Collect & arrange all required documents of FPO.

« Apply along with the required documents to the
District Collector of the respective district and CC to
MD Food

» Scrutiny and verification of documents by District
administration (3-4 days)

« Permission granted by district administration (3-4
days)

» Registration of FPO in state MSP to procure produce
from farmers on MSP rates (License received)




Figure 72

Start

Y

A, th ired Apply for the i ith th
Check eligibility requirement == REU S L ¢ st bl e

documents L district collector

J

Gl Scrutiny and verification of the
seady e documents by the district

administration
+ + Na

Registration of the FPO as
state procurement agentand -5 End
license received

Yes

T

Permission granted

Documents and Eligibility for MSP Registration A sample on how FPOs can calculate their
« 3years balance sheet & audit report operating cost and plan their decision to involve in
» Should have bank deposit (FD) of INR 50 lakhs. MSP procurement to make profit for the FPO. The
* Equipment’s & machines available with FPO foreg.  costing template for MSP procurement, is feasible

Minimum 4 Weight Machines, to use by the FFO's to check the profitable margin
* Details of staffs & BoD members (ADAHAR & PAN 54 input costing from the business transactions

Card} ; : ¥
e . i . via state MSP. As per requirement the FPO's can
E:;:!i?jhxltty of computer/printer & quality of services tomize & use the template to generate insight

+ Grading services on the projection.
« Meeting Resolution copy of 3 AGM meetings

T —— il IR - Formmly
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Rk "l
B 1 Do Collsrnion Camres Fres i I gDk
1
Cartrics; charies 3380 i i } 5ROkt
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fakiry- [inin Eoiry (perss = | =monaRI]
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The costing tempiate
for MSP procuremeant
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Online Trading License- National Agriculture
Market (eNAM)
National Agriculture Market (eNAM) is a pan-India
electronic trading portal that networks the existing
APMC mandis to create a unified national market
for agricultural commeoedities. Small Farmers
Agribusiness Consortium (SFAC) is the lead agency
for implementing eNAM under the aegis of the
Ministry of Agriculture and Farmers' Welfare,
Government of India. By trading on eNAM, the
FPOs can get the following benefits

+ Transparency in Trade through better price

discovery
» Access to more markets & buyers
» Real time information on prices and arrival in

nearby mandis
» Quick payments - will be able to build a healthy
financial profile

FPO Onboarding/Registration for FPOs
POs/FPOs can register on e-NAM Portal via website
www.enam.govin or mobile app or providing
following details at nearest e-NAM mandi:
= Name of FPOs/ FPCs
» MName, address, email Id and contact no. of
authorized person (MD/CEO /Manager)
» Bank account Details (Name of Bank, Branch,
Account no. IFSC Code)

Step 1: The FPO to visit the official portal of eNAM.

WY GOVERNMENT

madi Farrmery’ Agribadiness Cansormumr

Aspirationad Cugincts

T Depprtment of Agrci e, Cooperation & Farren' Walfas
dﬂ SrREW, Mirstry of Agricsiturs dod Farmirs' Wellate, Gowrmmng of (odia
) (54 Reglstrution
R st 2 ..
NATIONAL AGRICULTURE MARKET Qioghters EEENR
EL]

eloarmng Vloeos

Call us 1800 270 0224
Languages Engligh ¥

Retourcet - eNan Mardis
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« Step 2: Select “Registration Type" as to whether select the desired "State” & "APMC" from the
“Farmer Producer Companies” and registration page.

Al Regetaton Farm

Spjrizer T

Say T
Wl W P L Surna P opee Comgan FP2 L
Lyjui s Lirw #ilied
Ty ad ik B Nagrwng o Vs
gt il B HiARgE? v A e LHVE B »

« Step 3: Provide your Personal details

Parporl Dweslls
B & Fagl Mars [EEERTTe =
Salect Favse - Sl
L e . e i DEteal BliE
Samiaiiny &4 =
e | -
e i - i -
; el - Bt -
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Tl Sl S | " an PR T S o cof
Prrta M T o | i o A0 Wb ik P

= Step 4: Provide FPO details (Note - Please make  field as all future communications from eNAM will
sure correct mail ID is mentioned in "Email ID" be sent on same Email 1D.)

FPi3 Qeganizstion Detaile
- 5 R P - =
abecinn Certer Bidacs = Emali [ TR AR
he
v -H1H iy IafmET e G angatian Ci
Y 10 5 P
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Ept Tenad Sl Bdect: - Fpe Cityvilae Bch ! Exsblithmad
i G
ipim- Pigaz e vl o ot v I et i (il 10 * Frad e il Sm e crerens Ty e b a2 o s Emie
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« Step 5: Provide Bank details

0Q

Step 6:0nce successfully Registered, you will
receive a temporary Login ID and Password in the
registered e-mail.

Step 7: Now, login to the Dashboard by clicking on
the login icon through the system.

Step 8: Then the user will find a message on the
dashboard as "Click here to register with APMC".

Step 9: Click on the link which will redirect you to
Registration Page for filling or updating details.

Step 10: After KYC is completed, the request will be
sent for approval to your selected APMC.,

Step 11: After Successful Login to your dashboard,
you will be able to see all APMC address details.

Step 12: Upon Successful Submission user will get
an e-mail confirming the submission of the
application to concemmed APMC along with the
status of the Application as Submitted/In progress
or approved or rejected.

Step 13: Once approved by APMC, you will receive
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eNAM Farmer Permanent Login ID and Password
for complete access under eNAM platform on the
registered e-mail id.

Note: Alternatively, you can also contact your
respective Mandi or APMC for the same.

Registration link: https://enam.gov.in/web/
Enam ctrl/enam registration

eNAM portal also provides tutorials on registration
process. You can access the tutorial videos here:
https://www.youtube.com/watch?
v=ukZVYnE48Zg&list=PLVqCZrDNGhGN3S6UcTW
3thoUve7TZvBxT&index=4

Now, the eNAM application is also available that
can be downloaded for quick and easy access on
the mobile phone https://play.google.com/store/
apps/details?id=in.gov.enam

SFAC also provides user guide document on the
app registration process that can be accessed here:
https://enam.gov.in/web/docs/
eNAMMobileApp.pdf




MODULE 10
Marketing Process




For Farmer Producer Organizations, channelizing
the distribution of produced products across
various selling platforms is the final step in supply
chain management and poses a significant
challenge. The inability of FPOs to effectively sell
their produced products, sourced from farmers, or
meet buyer requirements is often attributed to
inadequate market intelligence and a lack of
structured marketing processes. The primary gaps
or shortcomings in FPOs include the absence of a
systematic approach or process, ranging from
production planning to identifying suitable selling
platforms for their products. The gap areas can be
categorized as:

« Marketing plan is ad hoc, and does not align with the
crop planning cycle.

-« Efforts and investments are missing to assess market
consumption capacity, buyer requirements, and
logistics involved. A structured and regular market
survey can easily achieve this,

+ Single platform for sale. The FPO's have a few
assured buyers to channelize their produced
products,

In this section we will focus on streamlining the
marketing process of FPO as per the production
and marketing timeline. The marketing process

includes the following line items:
« Buyer Identification and Outreach - Market Survey

= Buyer Feasibility Test
» Cost Benefit Analysis
« Finalizing Buyers > Buyer Database/Segregation

Need for Robust Marketing Process
+ Market visibility helps FPOs understand the market
consumption capacity and product demand, which
can also feed into their crop planning.

« It gives a competitive advantage, and FPOs can
differentiate their offering in the market.

= The open market price always fuctuates. Knowing
when the price is at its peak will help FPOs plan
their procurement from farmers.

« Relationship building and assured buyers—Help
FPOs attract committed buyers and improve buyer
retention. This will improve FPOs' procurement
capacity.

+ Expand market base- from local buyers/ millers.
FPOs must focus on expanding their buyer database
and connecting with a variety of buyers. This will
enhance their confidence in the market and
strengthen their commitment to farmers,

The marketing process can be distributed in sub-

processes that will help FPOs to identify profitable
deals, feasibility to sell in terms of transactions, and
logistics involved

Identifying Vsl Bty
Marketing Plan — — Testing of
Potential Buyers Buyers
i
&
Cost Benefit ) Buyer
Analysis Finalization
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Table 55
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Process
steps

Marketing
Plan

Identifying
potential
buyers

Feasibility
Testing

Cost Benefit
analysis

Buyer
Finalization

Activities

Flanning
marketing
timeling

Listing of
potential selling
platforms/
forums

Buyer size-
based of the
volume of
produce they
are dealing with
specific
requirements

Comparative
analysis of
identified selling
piatforms based
on the
operating cost

By combining
ferasibility
testing and cost

benefit analysis,

one can
systematically
evaluate and
select buyers

Description

Listing out the crop,
harvesting cycle to
plan the market
oulreach

Crealing a list of
feasible platiorms/
avenuesiforums with
specific requirements
of produce o be sold.

Profiling of the produce
available for sale from
farmers. The
approximate volume,
variety etc.

Marketing plan as per
timeline & production
pool

Listing of
buyers based
on the
procurament
capacity, major
produce, terms,
and conditions

Mapping buyers
based on
profitability
standpoint

Tool to
be used

Production planning
and management
tool. Refer module
5 for details.

Cost benefit
analysis tool

Standard
timeline

Twice a year-
according to the crop

cycle

Twice a year — ona
month before start of
crop harvesting
sSeason

On-going

Before harvest season
starts




Marketing Plan- |
Below is an example of Marketing plan as per + Creating a data base of buyers for the produced
production/ harvesting timeline. The outlining of product.

P : o 3 : + Streamline the post harvesting process- reduce
the 511m11a1' process will help the FPO's in following Nokdinig pertca tniprove oo to rarket Hmalins
i N n « Reduce post-harvest handling cost,

* Tolate maet survey - Initiate selling of produce in different distribution
channels.

fable 56

Crop Season Market Crop Product Harvest Thrashi  Aggregat Storage  Market

variety survey planning ion ing ng, ion timeline ing
timeline timeline  timeline timeline cleaning, timeline timeline
sorting
timelines
Paddy Kharif Feb- May 120 days Oct T days £-3 days 2-3 Mow-
(June- March months March
sowing,
October-
harvest)
Maize  Kharif Feb- May 80-110 Oct 7 days 2-3 days 2-3 Cctend -
{June- March days manths Jan
sowing,
Oclober-
harvest)
Wheat  Rabi Feb- Ot 100-120 Mar- 3-5 days 2-3 days 2-3 May-Dec
(Mov- March days April months
Dec mid
sowing)
Gram Rabi Feb- Oct S0days Mar- 3-5 days 2-3 days 23 May-Dec
(MNov- March April months
Dec mid
sowing)

Buyer Identification and Outreach

Buyer outreach for FPOs involves actively reaching  relationships, and secure sales contracts. This
out to potential buyers, such as retailers, outreach effort aims to expand market reach,
wholesalers, processors, and exporters, to increase sales opportunities, and establish long-
showcase their products, negotiate deals, build term partnerships as assured buyers.

= gure '
Identifying Market Channels

N

Types of Buyers

J

Operational Definition of Buyers
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Identifying Marketing Channels-

-

Rural Primary Market Channel:

Direct sales of small quantities of produce by
producers to village traders

Retail sales to rural consumers

Forms part of a local trade network and are usually
arranged periodically, on specific weekdays.

Assembly Market/APMC Mandi:

Larger rural markets occur where greater quantities
of produce are traded, either by the producers
themselves or by traders.

"Assembly” markets, which are often combined with
local rural or town markets, are normally situated on
main highways near local transport interchange
points.

Traders, collectors, and commission agents, acting
on behalf of urban wholesalers are the main produce
buyers at these markets,

Wholesale Market:

Terminal wholesale and semi-wholesale markets are
located within or near major cities,

These centers may be supplied by purchasing/
assembly centers in rural areas or directly from
farms, particularly those in peri-urban areas.
Traders, collectors, and commission agents, acting
on behalf of urban wholesalers are the main produce
buyers at these markets.

Retail Market:

These are markets directly serving consumers.
Although primarily retail, farmers' markets may
have a semi-wholesale function, particularly if they
allow farmers to trade in them. In that case, they are
often called farmers' markets.

This form is very typical in developing countries,
where farmers’ markets are created for the sale of
specialized produce, such as organically grown
crops/ fruits and vegetables.

Other Types of Retail Outlets (Corner Shops):
In many countries, small retail shops, often termed
"comner” shops and roadside stands, sell produce
close to consumers’ homes,

These retailers usually purchase their produce from
wholesale markets.
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Type of Buyers and Operational Definition-
Categorizing buyers based on procurement
capacity involves classifying them according to
their purchasing power and volume requirements.
By segmenting buyers into categories such as
small, medium, and large-scale purchasers, FPOs
can tailor their sales and marketing strategies to
meet the diverse needs of different buyer groups.
This approach helps FPOs efficiently allocate
resources, target the right buyers, negotiate
appropriate  terms, and optimize  sales
opportunities. The buyer database must be
maintained and updated regularly. The sample
format for buyer database can be used, which helps
to record buyer information basis the size of their
operations.

» Large Scale Dealers: The traders/dealers have
capacity to buy/procure 3000MT of produce &
above during all the seasons.

« Mid-Scale Dealers: The traders/dealers have
capacity to buy/procure produce with 500MT
to 2500 MT of produce during all the seasons.

« Small Scale Dealers: The traders/dealers have
capacity to buy/ procure produce from 25 MT -
30 MT with of produce during all the seasons.

Market Survey

Market surveys are invaluable tools for Farmer-
Producer Organizations (FPOs) as they provide
essential insights into market trends, buyer
preferences for a specilic commodity, competitor
pricing, and potential demand for their produce.
They empower FPOs to make data-driven
decisions, improve produce-market fit, and realize
better prices.

Objective and purpose of market survey
« To identify the prospective buyers/vendors and to
create a database of the same.
= To gather and analyze the list of requirements,
quality parameters & eligibility criteria of various
buyers.
» Help to understand trading practices & price

Sample format for
buyer database




trend / variations of respective produce. insight on market demand and consumption capacity.

+ Help to create business plan of FPPO's with

How to Conduct a Market Survey

Table 57

Information that Where fo Frequency Timeline Steps Owner
needs to be gather the of survey (How) (Who)
collected information
= NMame of the « Rural primary  Yearly once & February- Refer Markel  FPO Manager/
dealer markets follow will ba March survey/ study CSPICRP
* Type of buyer = Assembly done on Depending on
(Large/Medium/ markets- season wise fo crop production
Small) Mandi scout for new plan timeline
= Contact details + Wholesale buyers and
(Address, Mob. markel track details lo
Nao) » Retail gvaluate
= Specific market partnership
requirement of « Other retail viahbility
produce outlets
* Price range (Corner
(Average days/ shops)
Peak days)
+ Consumplion
Capacity (in
Quintal)
= Transportation
Facility
» Mode of
transport
* Charges per/lkm
* Loading &
unleading facility
= Any additional
information
Feasibility Testing of Buying/Selling

Platforms-

In assessing buyer feasibility, FPOs must examine
several critical aspects. Firstly, they must evaluate
the buyer's procurement capacity, ensuring they
can purchase produce in the required quantities.
Financial stability is paramount, as FPOs must
ensure buyers can make timely payments and
maintain  sustained business  relationships.
Investigating the buyer's market reputation and
track record is crucial to ascertaining their
credibility in fulfilling procurement commitments,
In addition, FPOs must compare various buyers/
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platforms on criteria such as the quality
requirement of the buyer, payment terms,
consumption capacity, logistic support, and
distance from the FPOs location to determine FPOs
readiness and practical feasibility in engaging with
a buyer.

An example of feasibility testing done for paddy/
maize for an FPO in Madhya Pradesh: A similar
process can be applied by an FPO to check the
feasibility of selling platforms.



-

Table 58

Criteria for Selling platforms
feasibility i
testing ' — '
Rice miller Poultry Cooperative Mandi Local State NCEDX  eNam
cooperatives buyer APMC mandi MSP
Cammaodity FPaddy/ Maize/ Paddy/ Paddy/ Paddy/ Paddy/ Paddy/ Paddy/
hybrid hybrid hylrid hybrid hybrid hybarid hybrid hybrid
paddy maize paddy paddy paddy paddy paddy paddy
Processed Raw Raw Raw Raw Raw Raw Raw Raw
form
Quality Megotiable Megoti Strict Megoti Megatia Standard Standard Standard
parametar able quality able ble paramet paramet paramet
paramet ers ers as per ers
ers the
NCGDEX
Aggrenation Bomne by Bome Bome by Bome Borneby Bomeby Bomeby Borneby
facilities the FPO by the the FPO by the tha FPO the FPO the FPO the FPO
FPO FPG
Transportal Borne by Borne Bome by Bomme  Borne by Gaw Borme by Borne by
ion & the FRO by the the FFPO by the the FPO the FFO  the FRO
logistics FPO FRO
Fayment MEFT/cash NEFT/ NEFT Cash Cash NEFT NEFT NEFT
options cash
TAT Instant 45 1 month Instant Instant 1 month  5-7 days MNIL
payment days
Eligitility Mot MNot Selling Licensa Mot Registrat Trading Registrat
requlred required agreemen! required reguired ion account o
required required reguired
Cost Benefit Analysis

FPOs should conduct a cost-benefit analysis before
deciding on the selling price to ensure profitability
and sustainability. They can determine the optimal
selling price that covers operating expenses
incurred during the procurement of the produce,
such as transport, labor, and storage, to generate a
reasonable profit margin. This analysis helps FPOs
make informed pricing decisions, avoid selling
products at a loss, and remain competitive in the
market,

The model is designed to analyze various selling
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platform opportunities based on the operating
costs and profitability of FPOs dealing with
different produce types such as paddy, maize,
wheat, and gram. This cost-benefit analysis assists
FPOs in identifying potentially profitable selling
platforms while also providing insights into the
pricing at which FPOs should procure produce
from farmers. The template, developed using a
sample size of 15 quintals, enables FPOs to make
informed decisions regarding selling platforms and
pricing  strategies, ultimately  enhancing
profitability and efficiency in their operations.



Table 59

Cost Category Sepinini Local market  APMC Mandi

Purchase cost @ 1 19500 18500 19500 28500
quintal (paddy - 15

guintal base) from

producers

@ 1300/- for

oulside district

mandi @ Rs

1800/-

Loading {per 90 a0 a0 80
quintal) @ &/

Transport cost (per 900 900 800 800
quintal) @ 60/-

Packaging @ 20 300 300 300 300
quintal (plastic
bags)

Aggregation @ 120 120 120 120
2000/collection

centre/month

{25MT capacity)

Labour charges 120 120 120 120
{Rs 8 / per quintal)

Commission agent 0 o 0 675
(@3% per quintal

in case of outside

district mandi base

product paddy)

Mandi tax (1.7% of 0 0 0 3825
the total purchase)
outside district

mandi

Total Input Costs 21,030 21,030 21,030 31.088
Market Price 22500 20250 21000 33000
Offered

Profitlloss % @ 5.99 -3.71 ~0.14 6.15
15 quintal
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Figure 75

35000
30000
25000
20000
15000
10000

5000

Total Input Costs

Rice miller/local trader

| APMC mandi

As per feasibility & CB analysis. The recommended
platform for XYZ FPO dealing with Paddy are:

« Rice miller/Local trader

« Dutside District Mandi (In case of scented paddy)

Key insights to aid FPOs as they embark on buyer
outreach and market surveys. These insights are
drawn from the practical experiences of the
PRADAN team during the implementation of
market processes-

« During the survey, FPOs may encounter resistance
from buyers in sharing information if the intent of
seeking information is not clearly explained, FPO
representatives should introduce their organization
by discussing its member size, production volume,
and the quality and variety of produce growrn.
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Market Price Offered

. Local market
| Outside district mandi

Additionally, to ensure a comfortable atmosphere,
its advisable to keep the conversation
conversational and refrain from documenting data
during the meeting. Instead, important points can
be noted afterward to avoid missing crucial
information.

Staff members conducting the survey should be
trained to introduce themselves effectively, be
knowledgeable about the FPO they represent, and
understand the purpose of collecting specific data
points. Providing staff with key pointers for
introducing themselves during buyer meetings can
also enhance the effectiveness of the interaction,




Table 680

Process Timeline Steps
Markel survey Feb - Mar Start
Salection of Paddy (Sept - \II
| |
39 ”Eglp ﬁ“ﬂm‘ltﬁf Bt FFO manageraMs collect the Ahs collect the data using the
marsel channeis . dala ) standard tempiate
Maize (Aua-
Sept) | | | -4,
Gram/Wheat Data eniry in standard format
(March - end Standard templata
April) an eanlinuads Market toolkit in b o
engagamant with depth survey
assured buyers Faasiblity checking af the
selling platfarm In standard
Cost benefit Season wise farmatitemplate

analysis - platform
Wwise

Price trends follow

Season wise

¥

Selaction of viable selling
- platform

Cost & benefit analysis of viable
selling piatform using the
standard template

Y

up
Blocking of viable selling .
) . platforms for the saie of - ol ,:-:::ul;?;dl;;l?:.gpﬁ e
Tapping selling Paddy (Nov- produce it
platform Mar} ¥
aize Ccl- ollecls market pnes fram he allecl price detalls from at
M Oct c f Celiset price detalis f
end Jan) CROT & NCDEX -6 least 10 vandors
Gram/Wheal Y 1
{May-Dec) Continuaus dialogue/ Waits for price hike of the
communication with viable respective commoditles
aptions
Selling of produce Paddy (Nov- ¥
to different Mar . . .
latform M ie (Det- Colleet product specific Communication with the FIG's
pla 5 al raquirament, pricing, payment = S Fariat
end Jan) optong & volume P ;
Gram/Wheat .4,
{May - Dec)
Arrangement of ransport & Praduce aggregation in the
lagistics "e" collection center
Distribution fo different
plalfarms a End
Buyer Finalization

By combining feasibility testing and cost-benefit
analysis, one can systematically evaluate and select
buyers who fit well with the product and offer the
best return on investment and strategic value. By
identifying and comparing the costs and benefits
associated with each potential buyer, these tools
allow you to prioritize those who offer the highest
net benefits and lowest risks, ensuring efficient
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resource allocation and maximizing return on
investment. This comprehensive approach ensures
that your sales efforts are focused on the most
promising and compatible buyers. This way, FPOs
also enrich their buyer database across small/
medium and large categories that can be leveraged
in the future for any new commodities that FPO
introduces.



MODULE 11
Capacity Building of
FPO Functionaries




Capacity building is essential for FPOs to enhance
their effectiveness, sustainability, and impact. FPOs
require capacity building in wvarious areas to
strengthen  their  organizational structure,
operational efficiency, and ability to serve their
members effectively. This includes training and
skill development for FPO members and staff in
agricultural  practices, marketing strategies,
financial management, governance, and leadership.

Additionally, capacity-building initiatives can focus
on improving infrastructure, technology adoption,
market access, and networking opportunities for
FPOs. By investing in capacity building, FPOs can
build resilience, empower their members, and
contribute to the overall development of rural
communities.

Capacity Building Framework-
While the promoting agency makes a great effort in

Pt |

Table 61

training and building capacities of FPO staff and
BoDs, it often lacks a structured approach. This
means it's mostly need-based training, which
usually goes unplanned with limited learning aids
available with the training resource, and most of
the time, this is on-the-job learning for the staff at
the FPO. Also, these efforts are restricted to
technical capacity building, and very little time is
invested in building the softer skills of the FPO staff
or the BoDs.

The capacity-building framework ensures that the
critical skills required are listed using the scientific
method of competency mapping and training need
assessment, and the capacity-building efforts are
spread over the year while prioritizing the critical
skills to be imparted first.

FPO journey Stakeholders

milestone

Training & capacity
building requirements

Pre-formation

Formation

Early growth

Continuous growth
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MNeed assessment/Farmer
engagement
Demand supply mapping

* FPQ registration
« Resource planning {Funding,

resource hiring, infrastructure)
Shareholder enroiment
Business planning

Production

= Inventory management
« Market linkages

Increasing shareholder
Increasing Sale
Commaodity diversification

* Produce value addition.
» Tech integration

Promoting agency staff

Fromoting agency, FPO
Manager, Accountant/Store
Manager, AM/CSP/CRP/ Field
Supervisor, BoD's

FPO Manager, Accountant/
Store Manager, AMICSP/CRPY
Field Supervisor, BoD's &
Shareholders

FPO Manager, Accountant/
Store Manager, AM/CSP/ICRP/
Field Supervisor, BoD's &
Shareholders




The capacity-building framework aims to
streamline training and capacity-building efforts by
the promoting agnecy for stakeholders involved
with FPOs. It facilitates post-training assessments
to gauge the

'L_.' glire 7 E

effectiveness and impact of the training on
individuals’ performance using key performance
indicators (KPIs). The framework has been
developed based on the following process:

Training Need Assessment

N

Competency Mapping

N

Training Calender

N

Defining training methodology and pre requisites

N

Measuring training effectiveness

Training Needs Assessment (TNA)

The initial step in the capacity-building process
involves conducting a training needs assessment to
identify stakeholders' requirements, with a
particular focus on the Board of Directors (BoDs)

F. '_.'.:'I.l_ Ire ."_ --

Knowledge

FPO related activities
Roles & responsibilities
of stakeholders at
different levels
Governance &
management
Identifying the gaps in
knowledge & support
required
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Attitude

= Accountability &
ownership of
stakeholders towards
FPO & shareholders
Identifying gaps in
behaviour & support
required for change
management

and FPO staff. This assessment is categorized into
three major areas: Knowledge, Attitude, and
Practice (IKAT).

Practice

+ How do they
operationalize this
knowledge into
practice?

+ |dentifying the gaps in
practice and support
required




Training Need Assessment Tool-

The Training Needs Assessment (TNA) has been
developed for FPO stakeholders at various levels.
This template assesses stakeholders'
comprehension of the FPO's operations, roles, and
responsibilities. Additionally, a rating scale has

been incorporated into the format to quantify and
measure the current skill level and gaps. Refer to
the training need assessment tool, user can
customize it as per their requirement.

Figure 78

Table 62
o . e Self- Justify the ~ Promoting  Justify the
Sr No. ‘Questions for BoD evaluation  scoring agency  scoring

score

1 Do you know what is FPC and
how il operates?

2 Do you know the process
followed to selecl the BoD
members

3 Do you know the roles and
respansibilities of Company
shareholder?

4 Do you know anything about
the financial management of
the FPO?

5 Do you know what the joint
responsibilities of CEQ and
the BoDs are?

6 Do you know Producer group/
Farmers interest group’s role
in the FPO operations?

T Do you know who is

responsibie for financial
management of the FPO
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Training Need
Aszessment Tool



B Do you know the importance
of FPO business planning

a Do you know, who is
responsible for establishing
the business plan for the FFO

10 Do you know about the crop
planning?
11 Do you know about FPOC

governance procass?

12 Do you need refresher training
to understand the basic
concept of FPO and its

relevance?
13 Are your aware FPO

governing body meeting?

Total Score 0 0
14 Do you actively participate in

the crop planning process??

14 Do you participate in FFO
quarterly review meetings?

16 Do you visit the farmers to
examine the quality of the
produca grown by the farmers

17 Do you participate in Produce
aggregation process?

18 Do you participate in Annual
and General body meating of
the FPO? '

19 Can you document minutes of
the meeting?

20 Do you read the minutes of the
meeting?
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21 Do you publish the minutes of
meeting with the
shareholders?

22 Do you volunteer to conduct
the meeting?

23 Do you volunteer to lead the
GB mestings?

24 Do you select the meeting
president on a rotational
basis?

25 Do you participate in FPO

working meetings?

Total Score 0 0
26 Are you able to nominate

shareholders for the FPOs?
27 Are you voicing out farmers

challenges and requirement in
the working meeting 7

28 Are you able to take decisions
of any meeting

29 Are you able to understand
financial transactions of the
FPO2

30 Are you able to convene the
meeting for BoD members?

Total Score i 0




TNA for FPO Manager

Table 63
tions for the CEO. Self- Promoting agency
Se8in; fotis fox #a Co evaluation
1 Do you know about FPO operations?
2 Do you know the selection process of
the BoDs?
3 Do you know the roles and

responsibilities of FPO promoters?

4 Do you know what the joint
responsibilities of CEO and BeDs
arg?

5 Do you know the role of producar
group?

6 Do you know about the financial

management of the FPO?

7 Do you know who is responsible for
financial management of the FPO?

a Do you know the importance of a
business plan for an FPO?

9 Do you know who will prepare the
business plan for the FPO?

10 Do you know crop planning?

11 Do you know the governance and
operations of FPO?

12 Do you know the responsibilities of

members and the Producer groups?

13 Do you know how lo develop a
business plan?
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14 Are you skilled on banking services?

15 Do you understand the phase wise
need of the production?

16 Da you know the documentation?

17 Do you understand balance sheet,
Irial balance etc.?

18 De you know the production
management and guality control?

19 Do you understand the market?

20 Do you need technical training on
production management?

21 Do you need refresher training to
understand the basic concept of FPO
and its relevance?

Total Score 0 0
22 Do you participate in the crop
planning process? '
23 De you participate in the.
monthly/ quarterly meetings of
the FPOs? '
24 Do you visit farmers to review
the production progress of the
crop?
25 Do you participate in the

aggregation process?

26 Do you submit your monthly
report on time?

27 Do you store/ file important
legal and compliance
documents safely?
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28 De you actively participate in the
annual meeting of tha FPO?

Total Score 0 o
29 Are you able to nominate a

shareholder to FPO?
30 Are you able to voice farmers’

challenges and struggle in the
monthly FPO meetings?

3 Are you able to understand
financial transactions of the
FPO?

32 Are you able to conduct
market survey?

Total Score 0 0

TNA for AM/CSP/CRP

1 Do you know the activities of the
FPO?

2 Do you know the process of FPO
selection?

3 Do you know the roles and

responsibilities of FPD promoters?

4 Do you know the joint responsibilities
of the CEO and BoDs?

5 Do you know the role of producer
group in the FPO context?
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6 Do you know the financial
management of the FPO?

T Do you know who is responsible for
the financial management of the
FPO?

8 Do you know the importance of FRO

business plan?

a Do you know who is responsible to
prepare a business plan for the
FRO?

10 Do you know crop planning?

11 Do you know about the FPO

operations and governance?

12 Do you know the responsibilities of
FPO shareholders and associated
producer groups?

13 Are you skilled on the banking
services?

14 Do you understand the crop wise
production requirement?

15 De you need technical training on
production management?

16 Do you need a refresher training on
basic concepls of FFO7?

Total Score 0 1]

17 Do you participate in crop
planning process?

18 Do you take initiative to ensure

PaP of farmers?




149 Do you visit the farmers to review the
production stages?
20 Do you actively participate in

monthly/ quarterly mestings of FRO?

21 Do you participate in produce
aggregation process?

22 Do you submit monthly report timely?

23 Do you arrange/ file iImportant legal
and compliance document properly?

Total Score 0 0
24 Arey you able lo nominate

shareholders for FRO?
25 Are you able 1o voice the

farmers challenges and
struggle during monthly

meetings of FPO?

26 Are you able to understand the
financial transactions of the
FPO?

27 Are you able to conduct

market survey/ assessment?

Total Score 0 0

Competency Mapping

The capacity-building framework emphasizes Key to fulfill their roles effectively. This comprehensive
Result Area (KRA)- linked capacity-building exercise is conducted in collaboration with the
activities, as demonstrated in the following tables. PRADAN team, which regularly engages with FPO
These tables outline the primary KRAs and staff the Board of Directors (BoDs), and field teams
associated competencies required for stakeholders  that interact with communities.
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Table 65

Constitue- Manager/ CEO
nts of the FPO

Desired state + The CEO

of knowing, understand the core
doing and idea of FPO
being = The CEO knows

essantial books of
records to be
maintained and can
maintain

= The CEO
understand her/his
position,
responsibilities, and
accountability
towards BoD

» The CEO
understands the
product quality and
market demand

« The CEO s

proactive in terms of

building market
linkages.

= The CEO can
prepare business
plan and
understand various
financial reports

* The CEOQ is
proactive in
conducting review
of operations with
other functionaries.

» The CEQ
understand
compliances and
consequences of
non-adherence to
those

» The CEOQ
understand varnous
policles and takes
necessary sleps lo
implement those.

* The CEO
coordinates with
central support unit
and other FPCs for
efficient marketing.
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FPO Manager/ CEO

Expected skill
set required

FPC business
concept!

Agri value chain &

legal compliances

Learning
outcome

Business development & partnership
skills:

= Clear
understanding on
FPO activities
(Why FPO is in
axistence, for
whom it is been
registered and by
whom it will be
exectted)

* Commodity
selection for
production needs
to be understood
by FPO Manager
lgoking into
profitability and
market
requireament.

= Clear
understanding on
policies of FPO
on aligning new
shareholders. To
maotivate and
canvince the
farmers on the
banefils of
membear
shareholder and
thair stake as
shareholder,

« To be able to
understand the
legal & financial
compliances &
policies of FPO.

« [dentify the
critical
stakeholders of
value chain.
Should have
clear
understanding of
the beneafits of
value chaln
enablers for the
smooth operation
of Agri supply
chain

Skills acquired
through learning by
doing during course of
action (No dedicated
training required)

+ Decision making

+ Leadership

* Risk management

« Negotiation skills

+ Time management

« Conflict
managemant/
resolution

* Innovative/creative
thinking

+ Inter-personal skill

« Trust building.

+ Metworking

+ Transportation &
logistics
management




Constitue-
nts
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Manager/ CEO

of the FPO

Expected skill

set required

Business planning
and key
performance
indicators

Markel linkages &
Partner
management
{Vendor)

Understanding
about the
commadity

Quality control

Learning
outcome

« Able o create

business
projection with
available
resources
{finance, time,
quality, human
resource, cash
flow, market
channel etc.)

= Able to identify

the critical
business KPI's
and create a
road map to
achiava the
same

« Tobe able to

study the eco-
systern (Value
chain enablers),
Who are the
potential buyers

= To able study tha

different market
channels far
produced
products

Able to
understand the
Yield standard/
best standard
{crop
ECONDIMICS,
agronomy)

+ Able to

understand the
Cuality standard
and its relation
to production of
produce

+ Able to maintain

product guality
and
understanding
all the product
specificalions

Skills acquired
through learning by
doing during course of
action (No dedicated
training required)




Constitue- Manager/ CEO Expected skill Learning Skills acquired

nts of the FPO set required outcome through learning by
doing during course of
action (No dedicated

training required)

Financial management;

Banking skills * Able to
understand the
operational
procedures of
bank & banking
products
(insurance,
Social Security,
any special Prog
run for poor rural
women e.g.
DBT, Kisan
Transfer)

Firancial Flanning = Able to ulilize

& Understanding of funds to create

dividend long term assets
- Segregation of
funds/
Resources,
Business and
group resources
used for the
FEO

= Able to calculate
dividend and
distribute
dividend equally
to all
shareholders.

+ Understanding
about funding
sources, lypes of
dividends, when
to pay dividend,
how to utilize
funds locking at
capitalization
and dividend
distribution
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Constitue-
nts
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Manager/ CEO
of the FPO

Expected skill

set required

Accounting skills
(Cash Flow/Cash
Rotation, Balance
sheet, trial balance,
P & L statement,
Record/
Bookkeeping, Grant
Management, Audit
Skills)

Learning
outcome

* Understanding of

Profit and Loss
and able to
calculate it

» Describe the main

elements of
financial
accounting
information —
assets, liabilities,
revenue, and
expenses
|dentify the main
financial
statements and
their purposes.

= Able ta interpret

cash flow analysis
and understand
the benefits of
cash flow forecast.
Able to manage/
forecaslt cash
rotation
Undarstand and
explain the
relationship
betwean the
accounting
equation and
double-entry
bookkeaping
record
transactions in the
appropriale ledaer
accounts using the
double-entry
bookkeeping
system

- Appropriate way
lo use af grants/
funds from
NABARD & SFAC
or any donor

agency.

= Upderstanding

varlous reparts
and its meaning
from the
accounting
software's

Skills acquired
through learning by
doing during course of
action (No dedicated
training required)




Constitue- Manager/ CEO Expected skill Learning Skills acquired
nts of the FPO set required outcome through learning by

doing during course of
action (No dedicated

training required)
Entrepreneurship skill:

Team coordination «  Clarity of
common goals
to be
accomplished by
each team
member through
the FRPO

= Able to improve
team bonding
and coordination
e.qg.,
ransparency
etc.

Maonitoring/ = Able lo

supervisory skills supervise &
monitor the day-
to-day business
operations of
FFO

= Ahble o

supervize the
staffs on their
day-to-day task
commitments

towards FPO,
Understand the * To be able to
gender perspective recognize the
and role of end intersections
beneficiary (women) between gender
and other social
and cultural
identities,

including, but not
limited to, race,
ethnicity,
national origin,
religion, class,
and sexuality.

= Able to analyze
the ways in
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Constitue- Manager/ CEO Expected skill Learning Skills acquired

nts of the FPO set required outcome through learning by
doing during course of
action (No dedicated

training required)

which societal
institutions and
power structures
impact the
material realities
of women's lives
= Being sensitive
women's issues

rable 66 Accountant
Constitue- Accountant Expected skill Learning Skills acquired
nts set required outcome through learning by
doing during course of
action (No dedicated
training required)
Desired state  + Understand herfhis ~ FPC business « Clear « Communication
of knowing, responsibilities and  concept & related understanding on  « Time management
doing and accounlability compliances FPO aclivities « Conflict
being towards CEC and (Why FPO is in management/
BoD- existence, for resclution
= Can use accounting whom it is been * Inter-persanal skill
software regislered and by + Trust building.
« Understands whom it will be
financial reports axacuted).
* Understands * To be able to
compliances and understand the
consequences of legal & financial
non-adherance compliances &
= Maintains all book policies of FFO
of records and and repercussion
aceounts. for non-
= Can prepare various adherence

types of reporis as
demanded by BoD/
CEQ.
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Constitue- Accountant Expected skill Learning Skills acquired

nts set required outcome through learning by
doing during course of
action (No dedicated

training required)

Accounting skills

Record! » Able to

Bookkesping understand and
explain the
relationship
betwean the
accounting
equation and
double-entry
bookkeeping,
record
transactions in
the appropriate
ledger accounts
using the
double-antry
bookkeeping
system.

Cash Flow & Cash = Able to
Handling understand
impartance of
cash Mow and
Interpret cash
flow analysis
« Able to handle
cash maintaining
all receaipts and
records
* Able to manage
cash rotation

Balance Sheet, Trial + Able to record

Balance transactions in
the appropriate
ledger accounts
using the
double-antry
bookkeeping
system

= Able to maintain

balance off
ledger accounts
at the end of an
accounting
period
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Constitue- Accountant Expected skill Learning Skills acquired
nts set required outcome through learning by
doing during course of
action (No dedicated
training required)
P & L Statement  Able to

understand Profit
and Loss and how
lo calculale it

« Levers thal can
help reduce cost
and increase profit

Prepare financial
raports & using
excel

= Able to prepare

a trial balance,
balance sheet

and a profit and
loss account.

= Able to use
excel for
accounting
system

Application of = Able to use the

accounting software tech-based
platform for data
collection
process,
usability of ERP
and how it is
helpful to
document &
maintain
records,

Audit skill = Able to facilitate
Audits and
prepare financial
reports.

« Able to
understand the
fransparency
about the
transaction done
at FPO - ineome
and expenses
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Constitue- Accountant Expected skill Learning Skills acquired

nts set required outcome through learning by
doing during course of
action (No dedicated

training required)

Financial Planning + Able lo supporl
and facilitate
FFO Manager in
utilizing funds to
create long term
assets -
Segregation of
funds/
Resources,
Business and
group resources
used for the
FPO

= Able to calculate
dividend and
distribute
dividend equally
ta all
shareholders.

Understand the * To be able to
gender perspective recognize the
and role of end intersections
beneficiary betweean gander
(women) and other social
and cultural
identities,
including, but not
limited to, race,
athnicity,
national origin,
religion, class,
and sexuality,
= Able to analyze
the ways in
which societal
inslitutions and
power structures
impact the
malerial realities
of women's lives
= Being sensitive
warmen's issues
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Table 67

Constitue- Board of

nts

Desired state
of knowing,
doing and
being

245

Directors (BoDs)

» Understand the
objective of FPC,

* Understand the role
of BoD and
accountability
towards
shareholders

* Understand KPIs to
review the
enterprise.

= Understand
statutory functions
of BoD.

« Can represent the
enterprise’in
external forums

« Open and proactive
in seeking/knowing
responsesifeedback
from shareholders
on operation/
outcomes/outputs.

* Upholds democratic
values, sharing
responsibilities,
rotational
leadership.

« Able to take
decision for setting
new norms/
changing any policy.

Board of Directors

Expected skill
set required

Understanding of
FPO Business
(Setting mission for
enterprise) and
Governance
mechanism of FFO

Undersianding legal
compliances of FPO

Learning
outcome

» Understand the
concepl of
working together
varsus individual
aclion.

* Understand
functioning and
key activities of
FRO.

« Understand their
roles &
responsibilities as
BoD's towards
FPG:

* Understand the
functioning of FIG
and role of
shareholders-

» Understand
importance of
input supply and
output supply
(Produce
product) & why it
is important for
FPO business
operation.

+ Understand the
legal compliances
of FPO like Mo#,
MoM, AGM (What
15 written in
document, where
to sign in the
document etc)

Skills acquired
through learning by
doing during course of
action (No dedicated
training required)

» Communication

* Interpersonal

= Conflict
management/
resolution

« FIGIPG
coordination

» Consensus
building

+ Trust building

+ Metworking

« Advocacy

+ Time Management

+ Confidenca
building




Constitue- Board of Expected skill Learning Skills acquired

nts Directors (BoDs)  set required outcome through learning by
doing during course of
action (No dedicated
training required)
Know business « Understand
KPI's and Staffs/ business KFl's
FIG/PG roles and and can review
responsibilities business
performance
basis KPI's

Understand roles
& responsibilities
of FPO Staffs and
shareholders
Understand FIG/
PG expectations
from the FPQ

* Understand why
feedback is
necessary and
how often they
should take
feedback from
FPO Staffs and
FIG members

Understand « How fo use

financial fransaction chegue book,
where to sign,
where they
should see the
amount.

= Able to

understand the
bank statements,
whatl amaount is
written in
passhook, they
should be able o
understand profit
& loss statement.
{Cheque boak,
passhook etc)
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Constitue- Board of Expected skill Learning Skills acquired

nts Directors (BoDs)  set required outcome through learning by

doing during course of
action (No dedicated
training required)

Understand the = Learn aboul

Gender perspective gender equality

and women into and women's

business empowerment

= Learn about the
societal barriers
and challenges
from gender
perspective

« |dentify
opportunities for
women's
leadership during
FPO promotion

« Leam about
methods to
overcame
barriers to
wamen's effective
participation in
Board meeting &
FIG meeting

Participatory « Able to

decision making understand how a
team should
make decision -
by Consensus or
by majarity

* While deciding,

need o consider
everyone's point
of view, Unilateral
decision to be
avoided

L.eadership = Ability to uphaolds
democratic
values, sharing
responsibilities,
rotational
leadership

= Ability to
represent the
enterprise in
external forums
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Shareholder (Farmers)

Table 68

Constitue- Shareholders Expected skill
nts set required

Learning
outcome

Skills acquired
through learning by

Desired state

+ Understand the

Member Induction training:

doing during course of
action (No dedicated
training required)

« Communication

of knowing, concept of FPC, . . * Interpersonal skill
doing and Knows duties and g;gerastandmg of Understand the » Networking
being entitlements. RIS B Atlvinos athR); * Consensus
s Adhareato sanvices provided To able to building
production plan and by FPO undarsta::nd R?w = FIG Coordination
product guality. g:nmain;ese; lh:}f + Conflict
Regularly attends . : management/
FIG/PG meetings sarmfs (Input & resolution
for planning, review, Eru put)
SUpport. + UUnderstand how
= Educate new they can be
membears on Norms benefited from
FPO as
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of the enterprise.
PG/FIGs can
arbitrate small
conflicts through
mutual discussion
and consensus
building,

shareholder

» Understand
importance and
role of FIG/IPG.

« Understand the
activities of FIG
members

* Understand the
benefits in-terms
of easy market
platforms,
dividends share
etc.

= Engage/involve in

FPO activities
(FIG/IPG
meetings, crop
planning, buying
of inputs, salling
produce to FRPQO)

Roles & + They should be
responsibilities of able to
Shareholder understand:

the reason they
have joined the
FFC Members'
stake in FFO




Constitue- Shareholders Expected skill Learning Skills acquired

nts set required outcome through learning by
doing during course of
action (No dedicated

training required)
Production related training

Production Plan = Tobe able to
participate in
production plan.
They should ba
aware of the
impariance of
crop planning
(Season wize)
and other
services (Access
to credit).

« To be able o
understand which
commadily |s
suitable to
respective
seasons (Rabi &
Kharifj and plan
along with
Ajeevika Mitra's

Production « They should be
knowledge & able to
produce quality understand the

different stages of
FoP and have
clear
understanding of
production of
different
commaodities
according soil
quality, rain,
weather etc.

= What is guality
and how is it
related to
produce
products?

+ How to maintain
product quality
and
understanding all
the quality
paramelers

+ Understand the
relationship
betwean Quality
and the price of
the produced
product
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Cluster Resource Person/ Field Supervisor

T [ - =g @ |
ialble 69

Constitue- Field
nts supervisors

Expected skill
set required

Learning
outcome

Skills acquired
through learning by
doing during course of
action (No dedicated
training required)

» Understand roles, = What is an FPO? « Communication

Desired state Understanding FPO

of knowing, responsibilities, and  businass (Concepl Whal are the key » Conflict
doing and accountability & operation, Roles activities of FPO? management/
being towards CEC & & responsibilities) Who are the key resolution
BoD stakeholders of * Team coordination
= Thoroughly an FPO? « Networking
understand = Who are the + Interpersonal
production shareholders? » Time management
technology What is the stake  + Market survey (in
* Understand product of BoD, CECY case of rural
quality and key FPC Manager & markels/haats)
processes o ensurs Shareholders?
product guality. = what are the
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d. Reguiarly submits
report in prescribed
formats.

= Attends review and
planning meetings.
g. Provides on field
hand holding
support.

= Aggregation, sorting
and grading of
produces,

« Record keeping: In
case of distribution
of stock or
managing
procurement
centres

services provided
by FRPO.

Production related training

Production/crop
Planning

+ Able to facilitate

in production
plan. They should
be aware of the
importance of
crop planning
{Season wise)
and other
services (Access
to credit).

To be able to
understand which
commodity is
sultable o
respeclive
seasons (Rabi &
Kharif)




Constitue- Field Expected skill Learning Skills acquired

nts supervisors set required outcome through learning by
doing during course of
action (No dedicated
training required)
Produchion = Able lo
knowledge/ understand &
technology & quality interpret
of produce knowledge on saoil
management,
water
management,
cropping system,
fertilization,
planting and

sOwing, crop
maintenance.

= Able to
understand &
interpret
Knowledge on
Crop production
techniques (PoP)
and crop growth
in relation to
enviranment

=« To be able to
supervise the
day-to-day
aclivities of
farmers during
production,
harvesting &
procurament
phase.

Understanding = Able to

about the understand the

cammaodity Quality how to maintain

post harvesling the produce
quality
paramelers post
harvesting
(Storage.
maoisiure, pest
cantral,
packaging, during
transportation)

+ Knowledge of
guality parameter
for produce
procurement.
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Constitue-
nts
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Field
supervisors

Expected skill
set required

Froduce
aggregation
mechanism/
managemeant

Adherence to
compliances {Cash
handling in field}

Documentation &
preparing reports

FIG coordination

Learning
outcome

« Able 1o manage
and facilitate the
produce
aggregation at
village level

+ Able to
coordinate with
farmers for the
produce
aggregation
process

= Able to maintain
transparency
during handling
cash in fiald
{Input supply,
produce
aggregation) and
keep FPD
Manager
informed aboul
cash in hand

= Able to prepare
reports in
prescribed
farmats and
submit on time,

+ Able to document
field related
activities in a
proper manner

= Able to
coordinate with
farmer group and
keep a cordial
relationship with
each of the
member. Member
should be kept
informed about
the activities of
FPO.

Skills acquired
through learning by
doing during course of
action (No dedicated
training required)




Constitue- Field Expected skill Learning Skills acquired

nts supervisors set required outcome through learning by
doing during course of
action (No dedicated
training required)

Use of technology * Understand the
(ERF system) functionality of
tech-based data
collection lools
« Understand data
collection
templates for
data accuracy

Understand the * Learn about
Gender perspective gender equality
and women into and women's
business empowerment

« Leam about the
societal barriers
and challenges
from gender
perspeciive

= |dentify
opportunities for
waomen's
leadership during
FFO promotion

« | eam about
methods ta
overcome
barrners to
wamen's effective
participation in
FIG meating

+ Being sensitive
Wwomen's issues
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Table 70

Constitue-
nts

Desired state
of knowing,
doing and
being
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Store Manager

= Basic understanding
about FPO busingss

* Understanding of
input & output
supplies

+ 3. Regularly submits
report of stock items
in prescribed
formats (INSOUT
status report, dead
stock report etc)

He must ensure:

a) The store is kepl
clean

b) Shelves and
racks are properly
stocked, and
products do not fall
off the shelves,
¢)The stora is well
lit, ventilated.

* Understanding
about inventory
management (stock
handling &
maintenance)

* Understanding
about the quality
assurance of the
stock

= Oversee receiving,
warehousing,
distribution, and
maintenance
opearations

= Commodity wise
storage process
managament

Store Manager

Expected skill Learning
set required outcome
Understanding = What is an FPOQ?

aboul FPO business

Inventory Management:

Stock maintenance  »
(Handling and
maintenance of

stock items)

Whal are the key
aclivities of FFO?
Who are the key

Skills acquired
through learning by
doing during course of
action (No dedicated
training required)

« Communication

« Supervision

» Coordination

+ Risk management

stakeholders of
an FPO7? Who
are the
shareholders?
What is the stake
of BoD, CEQY
FFPO Manager &
Shareholders?

Able to maintain
the records (Stock
register),
purchasing details,
procurement
receipts,
movement
registers (In/Out
stock items) elc.
Able to understand
How much to order
of each matenal
when orders are
placed with either
oulside suppliers or
production
departments within
organizations

Able to understand
When to place the
orders

Able Design a
continuous or
periodic review
inventory-control
system along with
FPO Manager
Able to determine
the order quantity
along with FRO
lWanager

Able to determine
the recrder point




Constitue- Store Manager Expected skill Learning Skills acquired

nts set required outcome through learning by
doing during course of
action (No dedicated
training required)
Understanding of * Ableto
commaodity variety differentiate
commodity

varieties (e.q..
Paddy in different
variaty)

Quality assurance * What is guality

of stocks assurance? How
to maintain
qualities of the
stock produce/
input supply?

« What is the Shelf
life for quality
assurance of
cartain products/
commuodities?

+ Understand the
techniques of
quality control &
assurance
understand the
technigues of
pestinsect
contral in
inventory
understand the
timalines to follow
far pestfinsect
control as per
commaodity cycle

» First in First out
management of
produce/input
supply (Able to
disburse stock
items received
first in stock and
maintain a
checklist)
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Constitue- Store Manager Expected skill Learning Skills acquired
nts set required outcome through learning by
doing during course of
action (No dedicated
training required)
Cash handling (1f = Able 1o maintain
required! need transparency
based) during handling
cash with due
adherence
(purchase
receipt)
Understand the = Able to recognize
Gender perspective the intersections
and women into between gender
business and other social
(PRADAN's core and cultural
concepl of women identities,
empowearment & including, but not
collaborative limited lo, race,
participation) ethnicity, national
origin, religion,
class, and
sexuality.
= Able to analyze
the ways in which
societal
institutions and
power structures
impact the
material realities
of women's lives.
= Being sensitive
WOMen's 1Ssues
Training Calendar

Continuous handholding and training for staff
members are essential and should be planned in a
phased manner, considering their learning
capabilities and operational needs. This framework
also includes a training calendar for each
stalkeholder spread over a year. The timelines are
carefully crafted, considering bandwidth, time
commitment, and the need to reinforce learning.

256

Below is an example of a CEO/Manager training
calendar, where training content has been
reviewed, and day-wise training is proposed based
on the duration. Users can modify the training plan
as needed, as it provides visibility on content
duration, delivery mode, etc. For detailed training
plan, users can refer to the training calendar.

Training Calendar




rai Strpcture
SL Mo Topic Duration Timing Mode of Tradning Status Comphetion  Comment P
{hours) Training  Respomsibling day
Mest & Grest |
Expectation setting |
Agenda Walkthrough
Organisation f Program Introduction

E B I T R

Toplo orlented tralning (May apply
different mrthodoloeies)

6 [0S Wrap up |

Training Methodology

« The operational definition of each training  + According to the skill set of stakeholders,
methodology has been defined, which will help promoting agency may align the training
the promoting agency to align training in contents with different training methodologies.

different modes (classroom/on field)

fable 71
SrNo  Training Methods Operational Definition

1 Technology-based learning Common methods of learning through technology include:
Basic PC based programs

Interactive Multimedia — Using a PC

Interactive Video - Using an LCD and Projectar
Wieb-based Training Programs

The forms of training with technology are unlimited. An
instructor gets more learner involvement than in any
other environment and trainees have the advantage of
learning at their own pace.

2 On-the-job training Leaping into work right from day one can sometimes be the
moslt effeciive type of training, On-the-job training motivates
employees. Some reports indicate that people learn more
efficiantly if they learn in application rather than listening to
the instructor. However, this method may not be for
everyone, as it can be very stressful.

3 Coaching/Mentoring Coaching/ Mentoring gives employees the chance to
receive training from an experienced professional. This
usually happens after trainees undergo formal orientation
process,

4 Lecture Lectures are usually in a classroom model. The only
advantage of a lecture method is the ability to disseminate a
large amount of information to a large group of people in a
short period of ime. It is reported to be the least effective of
all training mathods:

257




5 Group discussion This mosl likely take place in a classroom setling where a
group of people discuss issues. It enables every atitendes to
voice different ideas and make them reflect on relevant
Issues affecting them.

i) Role play Role play allows employees to resolve issues that may
oceur in the workplace, Key skills involved are negotiation
and teamwaork. Playing a role can create a problem
betwean two people thal may arise at the workplace. This
can happen with a group of people divided into pairs, or
whereby two people can take on a role in front of the class.
Role playing can be effective in linking theory and practice
but may not be papular with people who don't feal
comfortable performing in frant of a group of people.

7 Management games Management games simulate real-life issues faced in the
warkplace. They aitract all types of trainees, including
active. practical, and reflective staff.

& Case study Case studies provide trainees with a chance to analyse and
discuss real workplace issues. They develop analytical and
problem-solving skills and provide practical illustrations of
theory. They can also build a strong serse of teamwork as
teams struggle together to make sense of a matter.

Training- Checklist (Download the training checklist here)

lable 72

Follow

Sr No. Pre-check list Timeline Follow-up  Status Date up date Remarks
1 Flan date of 1 month As & when

training before required

training

2 Training date & 10 days As & when

duration before required

(Communicat training

ion with

Trainea)

258 Training Chocklist




Follow

Sr No. Pre-check list Timeline Follow-up  Status Date up date Remarks
3 Logistic 7-10 days 3 days
arrangement before before
training training
(Check all
the
required
items/
particulars)
4 Coordinate 7 days 3 days
resource before before
person training training
5 Arrange training 5-7 days Meed
contents before based
training
6 Participant 7 days 3 days
confirmation before before
training training
Suggestive Session Flow
lable 73
Topic Duration Timing Modeof Training Status Completion Comment Phase
(hours) training responsi day
bility
Meat & Grest
Expectation
setting
Agenda

walkthorough

Organization/

program
introduction

Topic oriented
training (may
apply to different
methodologies)

Q&A wrap up
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Measuring Learning Outcome -

Post Training Review-

This review tool allows the reviewer to assess the
members' participation in the training/discussion/
meeting. Depending on the mnature of the
participants, the reviewer may be from promoting

agency/trainer or an external person. This tool may
be

feasible and applicable in residential training. An
observer may be assigned to evaluate the
participant's engagement. If the topic-wise score
falls below 50%, it will be marked in RED.

sl Name of

N -Plrﬁd]_:ul
o

The template for the post training assessment tool
can be downloaded here.

To access training resources, you can visit the
APMAS resource platform by clicking on the link
here - hrtps:Hapnlaﬂ_lt1fre5011|ﬂ=_s,f'

Growth Metrics-

While post-training assessments are valuable for
evaluating knowledge enhancement, it's critical to
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measure how this knowledge translates into actual
performance. This is essential for promoting
agency to assess the impact of the structured
training provided to FPO stakeholders. By
evaluating staff performance and ownership
improvements, promoting agency can gauge the
effectiveness of the training delivered to FPO staff,
Board of Directors (BoDs), and shareholders. The
table below presents suggested indicators that the
agency c¢an  use to monitor stakeholder
performance over time.

Post Training
Acsessment Tool




Table 74

1.2

1.3

1.4

% of BaD
members are
aware of FPO
Operation &
Governance

% of BoD

members aware

about their role
&
responsibilities.
towards FPO &
shareholder

% of BaD
members can
take critical
decisions in
review
meetings

No. of critical
decision taken
by BoD
Members

Post training

~assessment

lool

-do-

Meeting
minules
(Review
meeting/
AGM)

21

22

23
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% of
shareholder are
buying inputs
from FRO

% of

shareholder are

selling their
produce to
FFPO

% Increase in
shareholders in
the geography




2.4 % Increase on
the sale

2.5 MNa. of new
buyars on-
boarded

3.1 % Increase in
PoP adoption
by farmers

3.2 % of Past tralning
shareholder assessment
aware on FPO tool
sernvices

3.3 % Increase in
shareholders in
the geography

4.1 Timely & error Observation
free report based by
(Stocks/ FFO
financial report) Manager

51 % of
shareholder are
practicing PoP

52 % of
shareholder are
buying inputs
from FPO

53 % of
shareholder are
selling their
produce to
FRPOD

54 % of FG meeting
shareholder are tracker
pariicipating in
FIG meeting
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MODULE 12
Human Resource
Management System




FPOs require a robust Human Resources (HR) Organogram-
system to effectively manage their staff and Here is the common structure in any FPO;
administrative processes. A human resource however, CEO and accountant are two critical

management system is more than recruiting staff.  positions that must be prioritized from the
This system facilitates staff management by jnception of the FPOs.

tracking employee information, performance
evaluations, and training. People are essential to
organizations, just as weather, price, and
technology are to FPO profitability.

Board of Directors

d

CEO
Accountant Marketing Production
Manager Manager

| | |
)

Community (1 resource at every 100
Cadres member farmers)
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Pre-Recruitment Process

The pre-hire process is essential for attracting the
right talent for the key positions in the FPO. This
involves several processes, from defining the job
role to defining the recruitment team to advertising

|':"|l.,'ll re .'-i‘|'||

the job and resume screening. A well-structured
hiring process can help FPOs ensure transparency
in hiring and save time and cost for the FPO/
agency involved in hiring.

Establish a JD creation and Recruitment
recruitment approval from racker
committee the BoDs
Job 3 Resume
advertisement screening
Recruitment Committee

The board shall form a recruitment committee or
appointment committee comprising four members
of the Board, two from the officers (President,
Secretary, and Treasurer) and two other members

Figure 81

Recruitment Committee

It is a group of minimum 3 members
{maximum 5) who form to evaluate the
requirement of staff for the FPO and plan
accordingly to recruit adequate qualitative
staff on merit
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with knowledge of FPOfrural areas. The head/
chairman of this committee will be either the
President or, in case of his/her absence, the
secretary will exercise the power.

Objectives

* To ensure knowledgeable staff is
selected through a fair hiring process

+ To select a candidate who will
successfully be performing the fasks
and meeting the responsibilities of the
position




Formation of Recruitment Committee = Must be a Board Member

Certain criteria or principles should be common » Say things clearly and able to express ideas
among the members to form the committee and  + Must know how toread and write.
successfully fulfill its purpose. » Must be ready to dedicate time to the process.

+ Must be confident to engage with candidates.
The criteia for becoming a member of the ° Mustbeinterestedin the company’s business.
recruitment committee should include that §/he * Must be available at short notice of 48 hours.
Figure 82

Discussion in the board meeting for the
Recruitment Committee formation

NS

Information on criteria to become a
recruitment committee member

NS

Volunteerfvoting to become a member

NS

List of willing members received

NS

Committee is formed




Figure 83

What if a seat falls vacant in the
committee

In case, due to any reason, if the
position gets vacant in the recruitment
committee, the selection process will be
repeated with the members willing to join
the committee. Their training and
onboarding will be ensured by the
existing committee members

Roles and Responsibilities of Recruitment
Committee
The Recruitment Committee formed will oversee
the entire selection process, including the
following key responsibilities:
« [dentify recruitment needs as they arise.
« Approve the Job Description (JD) design and revisit
itannually.
« Maintain a recruitment register or tracker.
= Post job advertisements through offline channels,
» Screen resumes based on sef criteria and conduct
telephone verifications.
« Shortlist candidates for
interviews,
« Conduct written tests and panel interviews for
relevant candidates,

the next round of

Figure 84

Orientation on the end
to end process

« Complete KYC procedures and issue offer letters.

» Onboard new recruits and arrange training for them.

= Conduct bimonthly performance reviews.
Address employee grievances.

Orientation of Recruitment Committee Members
Simply outlining roles and responsibilities does not
ensure compliance by committee members, It is
essential to orient the committee on their roles and
responsibilities to promote awareness and
adherence. The (raining session for the
Recruitment Committee may cover the following
topics

* Pre hire Session on the
* Hire Recruitment
« Onboarding - Committee’s roles and g
+ Performance Review responsibilities
Mechanism
« Exit
Orientation on the
documents to be
Mock rehearsals maintained and prepared
« Conducting * Recruitment register
examinations — + Job description €
* Mock test evaluation + CV file
« Mock interviews + Evaluation and scoring
sheets
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Recruitment Committee in Action

Like employees, the Recruitment Committee
should develop a comprehensive action plan for
the financial year to promptly address the

Figure 85

Recruitment Bi-monthly

process as and ——

when required Recruitment

Committee

Engagement of Promoting Agency & Recruitment
Committee

When the FPO is established, it relies heavily on
support from the agency for its development.
However, a gradual transition of ownership to the
Board of Directors should be carried out smoothly.
The promoting agency must begin preparing the
Board of Directors from the start to facilitate this
transition. In the first year, the BODs should
participate as observers in all processes—such as
identifying vacancies, drafting job descriptions,
overseeing recruitment, onboarding, performance
management, and exit processes—without direct
involvement.

meeting of the :_:

company's requirements. Below are the key tasks
that can be included in their action plan-

Planning for the
Bi-monthly
review of
employees and
the business by
the Board
Members

Assessing the
employees and

recognizing

= them as per
their

performance

In the second year, the promoting agency should
actively engage the Board of Directors by assigning
tasks as needed. This period serves as a "Leaming
by Doing” phase, allowing FPO leaders to
participate in various activities and develop a sense
of ownership. During this stage, they will be
mentored to gain a comprehensive understanding
of all processes. By the third year, the BODs should
assume full responsibility for all activities, with the
promoting agency transitioning to a consultative
role.

1st Year 2nd Year R::u:fnae:nt
The promoting The promotion Committee will
agency will agency will completely
manage all the manage the manage the
recruitment recruitment — process and the
process, process but with promoting
especially at the the Recruitment agency will
stage of the Committee to provide need
formation of new ensure'their based
FPOs learning consultation
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Job Description (JD) Creation and Approval

A job description is a useful, plain-language tool
that explains a position's tasks, duties, functions,
and responsibilities. It gives applicants a clear and
concise resource to guide job performance. A

accountant can be downloaded here.

Figure 87

JD prepared by
the BoDs and
the promoting

agency

Requirement
identified

—

« The recruitment process should begin with the
identification of vacancies within the company.

* The BODs (Recruitment Committee) should
establish a recruitment register, which will serve as a
centralized record for all future recruitments.

« A recruitment file must be created, including
recruitment guidelines, terms and references,
question papers, panelist lists, grading sheets, and
any other essential information needed for the
recruitment process.

« The promoting agency must draft the Job
Description for each position within the FPO, using a
standardized template that the BODs will apply
when posting job vacancies on various platforms.

* The promoting agency must obtain approval from
the BODs for the finalized job descriptions.

» A designated member of the recruitment committee
should be responsible for regularly updating the job
descriptions,

Recruitment Tracker

A recruitment tracker is a valuable tool for the
recruitment committee, enabling them to
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>

The promoting agency will initially create detailed
job descriptions for each position and continue to
update them as needed. All job descriptions must
be approved by the Board of Directors (BODs) of the
FPOs.

Paosition/
requirement
added in the
recruitment

tracker/register

JD approval by
the BoDs

%

efficiently organize, filter, track, and hire candidates
throughout the recruitment process. It allows for
real-time updating of candidate information and
provides insights into the total time to fill each
position, facilitating continuous improvement
efforts.

A normal recruitment tracker consists of 3 sections:
+ Position information.
= Applicant information
« Recruitment process information

Position Information

It specifies the positions and the dates on which
they are created. The content includes the position
title, the date when the position was established,
the required skill sets, the place of posting, the
name of the recruiter, and the date when the
requirement was created.

Sample JD for
Manager/CED

Sample JD for
Accountant




R —_— - —

No. | POSINMON TITLE | POSITION CREATED OF" SHILL SET _| LOCATION | RECRUITER MAM l INDEMT DATT

Mific A SaknAlanEy
Sithy, Good Communicaban
Koemdndga of Benal 991 &
Word_doe, WIllng 1o work in
il e, oot Facdisfiog &
Tradning skils, Sanoinm fovwernds
1| CED 0 1202 commamy Pl FFIACT Moy | oz 12-200

Knowiecna of Taky, Expenence
i Accouris Hardhig, Sersilaee
Iowancs commuty, Knowiedge spomhods Fod FMG
| Accourknrr (1123024 of Excal, word & FRT Ekarhe 5] - 12200

For example, if a position becomes vacant on April  Applicant Information
1st, that date will be recorded in the "Position » This section details the applicant, including his/

Created” column. Conversely, the "Indent Date” her contact details, educational background,
should reflect the date of management approval for professional experience, current and expected
hiring the position or the date the advertisement is salary, and notice period days.

published. » This section aims to secure the applicants'

database in one place for future reference.

Applicant
APPLICANT NaMET APPLICANT BPHONT APPLICANT EMAIL EOURCE

CURRENT EXPECTED

MONTHLY £1i - | MONTHLY T - QUALIFICATION | EXFERIENCT | NOTICE PERION | DATE APPLIET

syl L i aiun chpimaill wanisy CMMTir i atvurtiig 150 K M Lo ? yaars 0 e 1015 )
=iy Nl atgumpned com CovngLarg 1l;|[lll|_.'l 2000 1380 1 paE |Z'|ru|.1|:‘i 012 -l

Recruitment Process Information
This section details the status of the job opening, processes, tracks candidates' progress through
indicating whether it is cirently open or closed. It different stages, and notes any candidates who

also records the dates of various recruitment have been blacllisted.
|[setection Process ) — - .
| DA TE OF TELEPHONIC EHORTLISTING
aTATUr | RESUMT | a8TAGE SCREEMNG EXAMINATION DATE | INTERVIEW DATT ST = KYC | DATE OF OFFEM
OPEM Emtred st Indaovken 01 2-2022 12-12-0022 122 17-12-2022 1T-12-2022 H-42-2022
Emdhed
OPER FRaTe e 05-12-20F2 15122022 1422 1322002 122022 -2 -2

Download the recruitment tracker here.

Racruitment Trackor
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Job Advertisement

A job advertisement is a print or electronic notice  specific role within the FPO. It helps to attract the
announcing the intent to hire someone for a most suitable candidates for the position.

Figure 88

Start

Y

Discussion on the modes of

advertisement & assigning the ———— Idenlticgh;nﬂt;f purt:éi and
responsibility P g posting

Y

Online
Create the content fo be Z )
+ tid - Online/
pos 3
offline
\1/ Offline
SEting v AcVEISeTEIL Creating an advertisement in
printed on the FPO's — thg ol lariiiaie
letterhead nguag

k \|{

Assigning the responsibility to
post the advertisement

Y

: Posting the advertisement on
predecided places/platforms

h
End
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From the third year onwards, the promoting Job Advertisement Platforms
agency will manage the online job postings, while The job advertisement will be published
the BODs will handle the offline postings. depending on the requirements and the salary/
« For both offline and online postings, the BODs must  honorarium attached to the position.
sign the advertisement template on the date the

recruitment indent is created. The Recruitment Committee of the FPOs will be

* Resumes should be submitted within ten days from  responsible for managing the job advertisement.
the date of the advertisement,

+ The sample template can be downloaded here for
job posting.

= The promoting agency will help BODs design the
advertisement template in their local language, such
as Bengali, Oriva, etc

Figure 89

Online Offline
» Devnel.com * Local newspapers
» Whatsapp groups « Wall pasting in Panchayat Bhawan,
block office, SRLM offices, Federation
office
Figure 90
Criteria for WhatsApp Points to remember Criteria for newspaper
Group Selection when posting on Selection
Devnetjobs.org
To ensure the availability of To ensure that the

the right candidates, the
WhatsApp group must be

advertisement reaches

+ Job posting is free on
P g maximum number of

this platform ) ,
of _ « It requires the last date candidates for i
+ Professionals to Fil the form to be selection, the print mode
+ People working in the updated in three places must be slelectgd I;rased on
FPO ecosystem - Once posted, the job is the following criteria
reviewed by Ehe « Maximum circulation in
website's team and post the area
approval, it is published * Local language
Shilhe newspaper must be
preferred
272 Sample tomplate for

job pasting




The available options to advertise are Resume Screening:
+ For online postings: The BODs will delegate this task  Resume screening involves evaluating candidates’
to a designated person within the company or qualifications, such as education, experience, and

agency to post the job on pre-approved platforms  other relevant details, to determine their suitability
along with the application deadlines. for a role

« For third-party postings: BODs/FPOs will have a
written agreement with the third party for job

st and techiikirient Servioes. The process includes matching the required

« For offine postings: BODs will print the qualifications with those presented by the
advertisement on their letterhead and sign it. The candidate. The resume screening process for FPOs

responsibility for posting offline vacancies will be is as follows:
assigned to specific BOD members.

Figure 91

Start

\[,

Resumes collated at nnr_e‘place Unlqu_e number to each L O - A
and the recruitment register! =  resume is received (position/ == i e ;
: : the hiring criteria decided
tracker is updated month/year/serial number)
Recruitment register/file/ Verifying the CVs of the
End < fracker updates and embed < candidates through the
CVs in the register/tracker telephonic round
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Telephonic CV Verification

Telephonic CV verification involves filtering out
candidates rejected at any stage of the recruitment
process in promoting agency-supported FPOs in
the past year. All resumes received will be collated
in one central location. In the recruitment tracker,
the soft copy of the resume will be embedded in
the Excel sheet. For hard copies, three files will be
maintained, categorized as Grade A, B, and C based
on screening

lable 7o

results, where A means a good-quality resume that
matches the position requirement, and C is the
least matching.

Resume Screening Criteria

The resume bundle needs to be screened based on
certain criteria that will differ for each role in the
company. The following are the criteria required for
the CEO and Accountant’s resume screening:

FPO Manager/ CEO

Sr No. Parameter Grade A Grade B Grade C

1 Educational B.Sc. Agri Commerce Others
Cualification Graduate

2 Number of years of =3 years Between 1-3 years Fresher
experience

3 Location Same Block/District Same Stale Other state

3 Relevant Experience FPO, Agriculture, Cther sectars MA

Social development
rable 76 Accountant

Sr No., Parameter Grade A Grade B Grade C

1 Educational B. Com 12th pass 10th pass
Qualification

2 Mumbar of vears of =2 years Betweaen 1-2 years Fresher
expafiance

3 Location Same Block/District Same State Other sfate

3 Relevant Experience Accounting, Account Other sectars MA
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« All the resumes received must be categorized
into Grades A, B, and C based on the screening
criteria available.

« The Recruitment Committee and the
promoting agency must work together to help
BODs understand the process.

« Screening of CV will continue as and when
received.

« BODs are responsible for calling candidates to
verify their CVs.

= A recruitment committee member must update
the register.

« Based on telephonic screening, BODs should
prepare a list of candidates to be invited for
interviews.

Figure 92

Group
discussion
(need based)

Written test

%

The test is conducted to understand the knowledge

level of the candidate as required in the position
and post that his verbal skills are analyzed

Download the rubric for screening candidates-

+ FPO Manager
» FPO Accountant

Recruitment Process

When recruiting FPO staff, it's crucial to evaluate
both the technical skills and essential soft skills
required for the role. A written test is
recommended to assess technical skills, while
group discussions and personal interviews can
help gauge candidates' confidence, communication
abilities, and stakeholder management skills. The
role-based competencies are detailed in the
competency framework available in module 11.

Interview and
selection

Background
verification

%

through group discussion and personal interview.

Rubrie for resume
screening-Manager
and accountant




The process for recruitment will be as follows:

F.'._(;.'ll.llr-".-'.' ;_.aj ._:

Start

A 4

Emailfcall to the candidates
selected for the written round

Fanel created for the interview {_
from the panel pool

4

Email is sent (calling done) to
the candidate for the personal
interview

Applicant KYC form is filled by
the candidates called for the -é

} Preparing the questions for the
examination

Recruitment tracker updated
with the date

Candidate evaluation sheet is
circulated to all the panelists

Finalizing the candidates for
the personal interview round

} Conducting the examination
(online/offline)

h 4

Evaluation of the paper and
finalizing the candidates for the
next round

Applicant information form
(KYC) Is filled by the
candidates

A 4

":T Group discussion (Iincase of
offline process)

interview
h 4
Interview conducted (online/ Shortlisting the candidates Finalizing the candidates
offline) based on the interview }- based on the evaluation sheet
evaluation sheet and applicant KYC
4

End 'é Rearuitmer]t register is

updated with the date

Written Test

The written test is designed to evaluate candidates’
knowledge in technical areas such as agriculture,
livelihood, and business operations. This step helps
identify candidates based on their abilities,
particularly when educational and work
experience levels are similar. It also assesses their
verbal and numerical skills. While technology has
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advanced in rural areas, offline examinations are
not always mandatory, which helps minimize
disruptions for candidates and organizers.
However, there should be guidelines for when to
conduct exams online versus offline. Below are
some considerations for both formats:




Figure 94

When should the online test be
conducted?

+ When the candidate is from a faraway
location

» When the promoting agency is
managing the recruiting process

« Adverse conditions

= BODs will finalize the date, time, and location for the
written test,

+ The written test should be scheduled within five
days of the advertisement closing.

Download the sample questions for written test

Outreach to Selected Candidates for the Written
Test

Selected candidates [or the written test will be
notified via email.

= BODs will call the selected candidates to inform
them about their selection for the next round,
providing details about the date, place, and time of
the written exam,.

« The promoting agency can assist BODs with sending
emails to the identified candidates. Templates for
sharing the invitation for both offline and online
examinations can be downlpaded here: sample
email invite for writien examination.

If the promoting agency is sending the invitations,
the corresponding template is also available here:
sample email invite on behalf of promoting agency.
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When should the offline test be
conducted?

« When the BoDs are conducting the test

» |If there us no adverse conditions like a
pandemic, Section 144. and others

+ When the candidates are from nearby
locations

Group Discussion

Group discussion (GD) is a recruitment process that
brings together candidates to discuss a topic or
scenario. This tool is useful when multiple
applications qualify during the screening process.
GD helps to evaluate candidates’ communication
skills, ability to articulate their ideas, listening
skills, ability to build on others' points,
collaborative approach, and overall contribution to
the discussion. This helps to further filter the
candidates for the final interview process.

Here is the quick process to conduct the GD-
« Depending on the number of candidates, groups can
be formed. At least 6 candidates must be present to
plan a GD as part of the interview process,

« The SME identified for an interview can be the
assessor for the group discussion.

« Introduce the topic, which can be suggested by the
SME selected on the interview panel.

« While the written exam helps assess the technical
skills, the GD can help gauge the candidates' soft
skills based on the core skills required for the
specific role. For the FPO manager/ Accountant,
below is the suggested rubric that can be used to
document the assessor's observation.

Sample questions for
written tast

sample email invite
for writlen tes|



Tahle 77

Criteria

Communication
Skills

Critical Thinking

Contribution

Teamwork

Leadership
Potential

Problem-Solving
Skills

Professicnalism

Cwerall
Impression

Score 5

Ability to express ideas clearly,
concisely, and effectively.
Demonstrates good speaking
and listening skills.

Demonstrates the ability to
analyse information, think
critically, and generate insightiul
points.

Activaly participates In the
discussion, contributes relevant
ideas, and engages with other
group members.

Collaborates effectively with
others, respects diverse
opinions, and builds on others'
ideas,

Takes initiative fo guide the
discussion, facilitates the
participation of olhers, and
demonstrates leadership
qualities.

Offers creative solutions to
challenges raised during the
discussion and demonstrates
adaptability in problem-solving.

Maintains professionalism
throughout the discussion,
including body language, tone of
voice, and respect for others,
particularly towards women
participants

Overall assessment of the
candidate’s performance in the
group discussion, considering all
criteria.

Download the rubric for group discussion scoring
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Score 3

Express ideas well,
good listening skills
and speaks well

Trying to question,
probe, with little
help can bring few
insighis for
discussion

Average/ descent
contribution, not the
most vocal one

Excited about his
own views, listens
othars and
contributes decenily

Attempts can be
seen occasionally
during the
discussion

Somewhat able o
think on the go, but
have limited ideas

Might get
aggressive
occcasionally with
body language and
tonie, but controlled
in the choice of
words

Score 1

Speaks
occasionally,
articulation is not
very strong

Mot a strong area,
contribute to
discussion paints,
but not many insight

Limited contribution,
could add only one/
two points

Mot able to show
much of a
teamwark, limited
with his/her own
thoughis

Limited or no
attempt

Unable to contribute
much from a
problem-solving
skill standpoint

Gels aggressive,
tone and body
tanguage are not
appreciative at all,
Biasness observed
towards women
participants

Rubiric for group
discussion scoring



Interview Process-

The interview process involves several key steps to
ensure a fair and transparent evaluation of
candidates. Here's how it should be conducted:

to ensure a fair recruitment process. To achieve this
objective, the FPO must adopt the process of
forming the panel and revisit it every first month of
the financial year.

Interview Panel Pool Formation

The interview panel must involve external people

Figure 95

Interview Panel

FPO

2 Active Board Members
2 Active Shareholders

BODs will annually prepare a list of people who

can be called as a resource for conducting the

interview.

The list can be of 15 people based on their

domain of expertise:

* 3 BOD members

» 2 Active Shareholders (who tale keen interest
in FPO's business)

+ 5 people from NGOs working in the location

= 5 people from the promoting agency

At the time of the panel interview, these people
can be contacted.

The interview panel will consist of 3 minimum
of 2 BODs and one subject matter specialist for
the position.

An interview panel will be held at any time and
will comprise a minimum of 3 people and a
maximum of 5 people.

Dates will be decided, which will not be more
than three days from the date of the written
examination.

BODs will contact the Subject Matter Specialists
of the position from the panel list and get their
confirmation. With that, the recruitment
register will be updated.
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NGO

List of 5§ people from different
NGOs working in the area

Promoting Agnecy

List of 5 resource people
from the NPO

Interview Preparation by the FPO-
The recruitment committee formed will do the
interview preparation, that includes

L]

Printing of the probable questions and an
evaluation sheet for each panelist

Assigning duty for calling out candidates during
the interview

Arrange logistics, including seating, order of
candidates, and any other necessary
arrangements.

Candidates must be informed of their selection
for the panel interview at least one week in
advance to allow candidates to travel or take
leave from their current jobs to attend the
interview

Based on the confirmation from the candidates,
the recruitment register/tracker will be
updated.

Panelists will be given the scoring sheet to rate
the candidates based on their performance in
the interview.




Interview and Final Selection-

Candidates must complete a KYC form, providing
details and certificates related to their educational
background, government  identity  cards,
experience certificates (if applicable), and salary
expectations. For roles requiring field movement,
their vehicle and driving license details should also
be rechecked. Download KYC application form.

« Panelists will use scoring sheets to rate
candidates based on their performance.

« The recruitment register and CV Bank will be
updated based on the scores.

+ A list of the top three candidates will be
prepared as backups in case of issues with the
primary candidate.

Figure 96

Start

Y

K¥C check of the 3 selected
candidates

End

Categorizing the candidates in
- order of preference basedon -
their marks and KYC checks

Background and Reference Check and Offer
Rolling

« FPO must conduct backeground checks to
ensure candidates have no criminal records or
problematic employment histories. It also
validates the candidate’s suitability.

» After successful checks, an offer letter will be
issued, signed by the President of the FPO. The
offer letter may also be sent via email
Download a sample email for offer letter here

Rolling out the offer email to
the preferred candidate

¥

A

Accepted

< Close the recruitment process <&

\l/ Yes

Congratulate and
communicate the date of
joining

280

KYC Application

Farm

Sample offer lelter
and emall draft

Interview sc ElrIH".__l

sheel



Onboarding Process-

Onboarding is the process of introducing a new
employee to the organization's policies, his/her role
in the organization, and its culture.

Any formal onboarding process takes 30 days
where the new joiner is assisted to finish all his task
through an ongoing support.

Here is the checklist for the promoting agency to

with the
candidate

Decuments for
joining
formalities

Orientation day
planning

Handing over
document

Planning field
wvisit

HR zession

candidate, It will be done 7 days
prior to the date of joining

Preparation of agreemeant letter/
employment contract

Topic preparation for arientation
and deciding upon the trainers

In case of new position basic
documented related to FPO must
be shared with the staff, if this is
a backfill then handing over
received from the previous staff
must be shared with the new
join.

Chalking the timeline for 15 days
village stay plan, finalizing the
village to stay, making his/her
logistic arrangements, etc.

Identify the information important
to the employee like work
timings, leave policy, POSH
policy and others as required and
person responsible to provide
this training.

Promoting Agency
& FPO

Promoling Ageney

Promoling Agency
& FPO

Promoting Agency
& FFO

FPromoting Agency
& FPO

Any formal onboarding process takes 30 days, prepare for FPO staff onboarding:
during which the new joiner is assisted in finishing
all his/her tasks through ongoing support.
Tahle 78
Task Details Responsibility Status
Canfirmation call Ta ensure the joining of the Promoting Agency




Figtire 97

Start

Y

New employee joins e Joining formalities > New hire orientation
h 4
Training on KRAs - Staff reflection ke Field immersion
\|/
Monthly plan preparation > End

Joining Formalities-
Prepare the employment contract, covering salary,
employment duration, responsibilities,

confidentiality, and benefits. Download sample
staff contract/ employment letter here.

New Hired Orientation
Orientation plays a crucial role in introducing the
new staff to the FPQ, its business operations,
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stakeholders such as BoDs, buyers, suppliers, and
roles and responsibilities. The following are the
major points to be included in the orientation
session of any new staff:

Sample Stafi Contract/
Employment Letter




Figtire 9

FPO Intreduction

» Areview of FPO history

Founding members
Operations and success stories
Vision & mission, values

* How the employees’ job contributes to

the organization

» The organization's structure

Various deals, vendors, financial
performance of the company and the
impact on the end beneficiary
(shareholders}

Field Immersion-
For FPO staff to effectively engage with its formal way and understand the socio-economic
shareholders, BoDs, and community overall, she/ dynamics and the expectations of the FPO
he must undergo field immersion. This will help members

Figure 94
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HR Sessions

+ Organization policies, rules, regulations
and daily work routines

+ Grievance procedures

+ POSH

» Disciplinary procedures

* Terms and conditions of service,
working hours, holidays etc

+ Benefits and services for employees

staff introduce him/her self to the members in a

Connect with the farmers/shareholders

Stay with the
villagers, try to
read their
behaviour

Understand
their problems Try to do the
that can be initial baseline
leveraged with of the village
your FPO

4 “
Understand the area and the socio dynamic situtation
_ J
s h & r oY
What are the What are the What can be
agricultural probable areas done better
practices being for your looking at the
followed in the company to villager's cultural
area? intervene? aspects?
L Yy € = J




Figure TOU

g ™
Understand the mental facility of the shareholders/farmers
\
4 I £ o - b 4 ~
‘What is the m:lht:: ;:;‘ o How are you
mental state of S b Tarinar whio competitors
the farmer who is dosEntwant o affecting your
already a member hoLome a maniber business in the
of the company? : field
\ =ompany y \Lm‘ the company? | | y

Staff Reflection -

After the orientation and field immersion, it is
essential to provide a moment for the staff to
reflect on their learning and experiences thus far.
This pause allows them to ask questions and seek
clarification from the promoting agency or any
senior member who can assist in resolving queries
related to the role, the FPO, or its policies.

Training on KRAs/Roles and
Responsibilities-

Training on KRA is essential to aligning his/her
work goals with the FPO's goal. Each staff
member's KRA is mapped in the competency
mapping framework in module 1L

Monthly Planning by the Staff-

Based on the KRA, staff must be introduced to the
monthly planning for his/ her role. This planning
document will help staff to set the objectives and
linked activities within each KRA. The staff needs
to discuss this with the BoDs/Promoting agency on
the action taken/ achievement for the month. The
planning
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format must be shared before the 5th of each
month, and reporting must be shared before the
2nd of every month. The reports will be cross-
verified with BODs and FPO anchor.

Download the monthly planning template.

Performance Review Mechanism-
Performance review is an assessment mechanism
in which the system evaluates the employee's
performance to learn more about their strengths,
weaknesses, and areas for improvement. It offers
constructive feedback for their future development
and assists them with their goal-setting.

the

Following are the process steps for

Performance Review in the FPOs:

Manthly Planning
Tempiala



Figure 101

Start

Y

Key Performance Indicators
created for BoDs to Bimonthly -
review their employees

Training of the BoDs on the

Deciding the objectives, KRAs N
KPls and its evaluation metric

and the KPIs for each position

Y

BoDs will conduct

BoDs comment on the self Rolling out the KRA/KPI . : .
assessment form filled by - based six monthly self . E:::{: ::;;E;;ig: th:‘hE;r
the employee assessment sheet KPls

Y

Flanning the investments with
the employees depending g
upon their performance

Sharing of feedback and rating
with the employees > B

Bimonthly Review
The FPOs will adopt the Bimonthly review system,  prepared in simple language for BODs to use.
where BODs will review their employees based on  The sample for the same is attached herewith for

their KRAs. The parameters/metrics will be CEOQ/FPO Managers:
Table 79
SrNo  Performance Metric Planned/Expected/Existing Achieved
1 Total number of shareholders
enrolled
2 Total revenue increased from last
evaluation
3 Increase in business
commodities
4 Total Payments to be received

pending in fiefd
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SrNo  Performance Metric Planned/Expected/Existing Achieved

5 Total Pending payments to be
made

6 Mew vendors approached

7 Mo. of business deals done since
last review

8 Mo, of Internal Audil feedback
received

2] Mo. of Internal Audit feedback

taken into cognizance

10 MNo. of field visits done
11 MNew initiatives taken
12 Balance loan amount with FPO

(if applicable)

13 EMI ta be paid till has
been paid or not?

In a similar manner, the performance criteria will  duly signed by the BODs. Below is the list of
be defined for the accountant monitoring too. The  suggested indicators for performance assessment.
minutes for the same will be written and it will be

Tahble 80
SrNo  Performance Metric Planned/Expected/Existing Achieved

1 Total amount of payment done in
last two months

2 Mumber of payments in chegue
to vendors

3 Mumber of payments in cash to
vendors

4 Total number of payments

recelved in last two manths

5 Mumber of payments received in
cheque/bank account
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SrNo  Performance Metric Planned/Expected/Existing Achieved

6 Mumber of payments received in
cash

7 Last date of entry of Tally

8 Last date of cash book updated

9 Amount in cash box

10 Mo, of Vauchers preparad in last
two months

Midterm Review

The midterm review will help identify the The intent of introducing midterm review is to
individual staff's performance gaps and fraining create opportunities to improve capabilities and
needs. The staff must receive an assessment form  provide support through structured training
to review and discuss with the promoting agency  interventions,

and BoDs,

FigLre 102

Start
Y

Session on assessment for the >
employees

Rollout of mid year
assessment by the promoting 2~
agency

Self assessment by the
employees

Y

Feedback and rating shared < Rating by the FPO RC/ Pl Session with the BoDs for
with the employee Federation writing evaluation

Y

End
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The self-assessment sheet will consist of basic skill-
based questions where the employee will be rating
himself/herself on a scale of 1-5, with five being the
highest. Based on the outcome, promoting agency
can take suggestive action

High Performing Staff

This staff exhibits high motivation and consistently
meets KRAs. To sustain this performance, the
promoting agency or BoDs can invest in various
forms of recognition, such as acknowledging their
achievements through platforms like Gram
Pradhan or across other FPOs and designating
them as mentors or role models for their peers.
Additionally, investing in advanced training
opportunities through reputable institutes like
BIRD or MANAGE can enhance their skills and

capabilities to foster further growth and
development.
Average Performing Staff

This staff member consistently meets the criteria
and shows potential for further development.
Based on performance observations and findings,
the promoting agency can conduct a training needs
assessment

Veluntary Termination

- Resignation (due to personal reasons,
constructive dismissal)
» Retirement (on attaining the age of 60)

Process for both types of exits or termination are
different and thus explained below -

Voluntary Termination
It stands for the process where the employee
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to identify areas for improvement. Organizing
targeted capacity-building activities can enhance
staff members' skills and confidence, fostering
greater loyalty and commitment to the FPO.

Low Performing Staff

Staff members experiencing low motivation and
performance indicators require engagement from
the promoting agency to address the underlying
causes of their decreased performance. This
involves discussing the factors contributing to their
situation and providing appropriate training and
peer support to offer additional guidance.
Implementing a weekly meeting for close
performance monitoring until the next review can
help track progress and provide the necessary
support for improvement. This proactive approach
aims to facilitate significant performance
enhancements in the staff member.

Employment Termination:

Termination of employment, both voluntary and

involuntary, marks the end of the employment
relationships between the FPO and the staff. As
mentioned, there are two types of tenmination,
which are as follows:

Involuntary Termination

+ Termination (by the employer due to
unethical behaviour or non
performance)

+ Layoffs (due to down sizing or lack of
funds)

himself leaves the company for reasons like better
opportunities, better pay, or constructive dismissal,
where the employee is dissatisfied with his work or
workplace. The process here will be:

Seif Assessment Shesl



I 'll.-qlliil re 104

Start

Y

Assessment form fo the
Employee resigns by giving a N employees to assess the N
resignation letter status of the works under him/

Handover form and checklist
given to the leaving employee

biois for submission
Full and final settlement Resignation letter
done with email/hard copy . Exit interview conducted - accepted and approved by
of the releasing letter the BoDs
Experience letter to the leaving
End
staff >

Involuntary Termination
Involuntary termination is an exit initiated by the  performance of the employee. The process for the
FP'0O due to unethical behaviour or non- same will be as follows:




Figure 10D

Start

3

Cognizance of the employee’s
behaviour and his performance —»
by the Board members

Handover form and

lssue of the 1st memorandum/
warning letter to the employee

Assessment form to

Issue of the 2nd
< memorandum/warning letter to
the employee

\lf

Termination letter to the

checklist Qi'\l"an to the employees to assess the Emplﬂyet? with 'E‘i.thﬂf ane
leaving employee for € status of the works under month nofice period or one
submission him/her month payment in lieu of

that
Full and final settlement
Exit interview conducted > done with email/hard copy = End
of the releasing letter
Issuance of Memo Letter

» Issue waming letters for unauthorized behavior or
performance issues. A second memo may lead to
termination if issues persist.

Termination Letter
= A termination letter is an official written notice that
the professional relationship with the employee has
been broken due to misconduct or unsatisfied
Services.
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« Affer two memos, issue a termination letter for
continued misconduct or performance issues,
Download the sample termination letier here.

Sample Termination
Lettsr



Handover Form

Before leaving, an employee would need to fill out
a handover form, on which s/he would be
responsible for providing details and the status of
the FPO's possessions under him, such as the
register, files, and other details. The status of the
current work at hand would also be required. This
process will ensure a smooth transition.

The sample handover form (CEQ) can be
downloaded here as well as the sample handover
form for the Accountant.

Sample Handover
Form- CEQ

Exit Interviews

The exit interview is a final dialogue between the
company and the leaving employee to determine
the reasons for her/his exit. It is a time to determine
the improvement areas for the FPO and how to
work on them. The exit interview must be
conducted by the promoting agency along with
the BoD representative. The sample exit interview

form can be downloaded here.

Sample Exit Interview
Farm

Sampie Handover
Form- Accountant




MODULE 13
Measuring FPO
Performance




Establishing an FPO is fime-consuming and
demands consistent effort and support from the
promoting agency. However, there are instances
where these efforts may extend beyond a
reasonable timeframe, potentially delaying the
progress from collectivization to establishing the
FPO as a profitable entity. Therefore, monitoring
and assessing the journey through wvarious
milestones is essential to ensure FPO growth and
sustainability within a defined timeline. The table
below presents suggested milestones that FPOs/
promoting agency can utilize, offering benchmarks
based on PRADAN's experience promoting FPOs.

5-Years Milestone Framework-

By benchmarking, FPOs can identify areas for
improvement, set realistic goals, and measure
progress over time, Benchmarking can encompass
various aspects of FPO operations, including
financial performance, governance practices,
marketing strategies, and impact on member
farmers and communities. Benchmarking is a
valuable tool for FPOs to drive continuous
improvement and achieve their objectives more
effectively. This can be customized as per the
promoting agency plan. Download the 5 vears
milestone framework for FPOs.

| B ¥ears Milestane of FPOS |

Jndicator

Duar 1

[oas 2 [vos 4 ¥ear B

[Missicn, Vision, Business initistion

Peed identification, Finslization of Mission & Vislor, Crop! sanica! revenie siream
dentincation, Busianss plan TinaEsatkon

fFarmation of FPO, Satecton and trainme of Ba0, Rezulanisisg o maeting,
pndarstanding of air role

Bl taking l2ad In business expanszion, resoluting issues, business decisions,

Commitess elc.

palancing member wealtare vir-r-viz businezs ot FPO, review of CEQ, formatios of sab- |

Engagemants with stakeholdars

|Palicies

[FPOrnas HA, G5A, grievance redressol. sexual harmasment ot workpdace policy

[FPD has a procurement and other financlal policies

Membership

Pumber of starehatier

1008 1200 2500

Pdumbsr of shareholder actively paticipatad in busingss

500 720 1400

Per member business average (in INA}

FO00) 15000

Finance & Compliance

[Establishing system amund complianca and finance

[FPD has appointed CA for statutory audit

At-run iﬁf_l:_\n_!flr intemat audit

Internal Structere

btz s1aft, clanty on reporfing-montaring guthonmy

[Whether the FPO hass=t system for review of its opsration, performance appssal foi

[Business

[Demuonsiration of new crop’ naw ideas

Israndard productwity, finalised crop combimation

FPD s estatdished manket connect’ iMentified reliable trader Hst, Registrtion in
pnilineg trading platforms

FPO hes entered invalue addition (pomary secondary’ t=many], FRO has required
pnfrastructers far value Fddimond proc essing (owned or rented |

{Business ransaction/ performance

[Gales Tumover in INA)

12,50, 008 a5.00.000] e640.000 ] 21000000 56000600

[FRD able to manase 1‘-5_&)‘: of cost of all rEIHIJIFF."I'I HA and admen EXDENSES

0% 000

[FPO has it ovn MIS systaim 1o asses performance, making plans

293

§ years milestone
framewaork for FPOs




Business KPIs

While the milestones are set yearly to provide
checkpoints for reflection, ensuring that FPOs meet
these milestones necessitates rigorous monitoring
at a higher frequency. To achieve this, a list of FPO

business indicators is provided, which should be

Tabla O4
i -_1,]':'.'.‘_".' v |

Sr No.

KPI (FPO
Operation &
Governance)

Increase in no
of shareholders

Increase in % of
farmers/
shareholder
participating in
production
planning
process

Mo. of farmers
interest group/
producer
group meating
conducted in
each cluster

Increase in % of
farmers!
sharehclders
buying input
supplies from
FFPO

Operational
Definition

Small &
marginalized
women farmers
who haye
bought shares
as membar
from FPO

Mo. of farmers/
shareholders
participating in
season wise
(Rabl, Kharif,
Summer, rainy)
production
planning
meeting
arganized by
FFOD.

MNo. of FIG /PG
meeling
conducted vs
MNo. of FIG/IPG
meeling plan
ned for each
cluster

Mo. of farmer/
sharehoider
bought input
vs Total no. of
farmers!
shareholders
requested for
input supplies
from FPO

meeting the yearly milestones,
When- Where- How
Timeline Source
Quarterly Member Member
profiling details
collected
during PG
formation &
registration
Season Froductlion Data
wise planning collection will
and be on input
managem demand
ent tool collection
form and
praduction
plan format
Manthly Minutes Minutes of
of meeting meeting will
of PG/FIG be documen
ted by
FIG leader!
A0
records will
be kept
as database
Season Input sales Data
wise record collection will
ke on inpul
demand
collection
form and
production
plan format

tracked monthly or quarterly, This frequent
monitoring is essential to ensure that progress
remains on track and increases the likelihood of

Who

BoDs/CSP!
CRP! FPOD
Manager

C3SP/CRP

CSP/CRP

FPO
Manager
CSPR/ICRP




5 Increase in % of
farmers!
shareholders
following PoP

B Increase in %
of shareholders
selling their
produce to FPC

7 Volume of
produce markel
ed by FPC

B Average size of
transaction
done by per
shareholder

9 Increase in no.
of market
outreach in
different selling
platforms
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Mo, of farmers/ Season
shareholders wise
bought PoP

rom FPC far

production

purpose

&0 of Season
shareholder wize
selling produce

to FPC vs Total

na of

shareholder

associated with

FRC

Total volume of Season
produce market wise
ed by

FPO (Season

wisa) Vs Total

valume of

produce procu-

red (Season

wise)

Monetary value Season
of business wige
transaction

done by per

shareholder

aver a period in

acrop cycle

(input

procurement &

produce sale)

Actual no of
market
outreach
conducted by
total no market
outreach
planned in
different
platforms

Yearly

Production
planning
and
managem-
ent tool

Production
planning
and
managem-
ent tool

Accounts
section/
stock

register

Accounis
section/
stock

registar

Market
sUrvey
template

Data
collection will
be on Offline
mode On-
field
monitoring
lemplale

Data
collection will
be on Offline
mode using
ERFP applicati
on

This process
will be
managed by
FPOC
Manager and
accountant

This process
will be
managed by
FPQC
Manager and
accountant

This process
will be
managed by
FFO
Manager and
accountant

CSPICRP

FPQ
Managear

FPO
Mansager

FFRO
Manager

FFRO
Manager




10

i

12

13

14
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Increase in no.
of buyers/
vandors

Increase in
buyer retention
(# of buyers
retained)

Increase in %
sales turmover of
produce product
by FPO

% of revenue
from produce
marketing
business

Increase in
income of
per shareholder

Tapping of
vendorsitraders
in different
markel
channels {Rural
primary market,
APMC Mandi,
Wholezale
Market, Retail
Market, Corner
Shops) through
rigorous markel
survey and
outreach.

No. of buyers
retained with
regular

output sales by
FFPO

Business plan
vs actual sales
record

Sales record of
inputs bought
by farmers/
sharehoiders

Volume of
produced sold
by

individual farm
ars (Season
wize) to FPO

Yearly

Sesdson
Wise

Season
wise

Yearly

Yearly

- Market
survey das-
hboard

- License
from respec
tive forums
like MSF,
trade
licenses
alc.

Deal
agreement/
regular
transeclion
by FRPO
{auto
populated
in ERP)

Sales
record-
Accounts

Finance
Audit report

Accounts

Markel
survey

using stand
ard template
& trade
licenses

Regular com
munication/
follow up
calls with
existing buy
ers meeting
theair requiram
ents on
regular basis
by FFO

Sales records
will

be maintal
ned by

FPO accou
nts and dats
entry will be
done ERP

Audit of sales
record, bank
passbaak,
Tally report,
Vouchers,
and receipt
by Auditor

FPO
Manager

FFRO
Manager

FPO
Manager

FPO
Manager

FPO
Manager




Sustainability and Way Forward
Sustainability essentially means “sustaining or
maintaining a process over time". The definition
holds for FPOs as well. Within FPO, sustainability is
discerned through two crucial parameters,
Promoter tries to understand this by seeing two
things: (a) if the Board of Directors has taken charge
of the overall operation of the FPOs and (b) if the
FPO is running from the income generated from
their business. In clear terms, it means the FPO has
little/no external dependency on the other agency
for decisions and money.

There are two critical dimensions of FPO
sustainability: the performance of the FPO and the
ecosystem support. The promoting agency needs
to work on both aspects simultaneously. However,
as the FPO gradually attains maturity, the priorities
of the promoting agency vis-a-vis the FPO
promotion initiative will also transform. The
transformation is marked by efforts concentrating
on ecosystem activation and orchestration as in the
later stage of FPO growth. The table below gives an
overview of the shift in the roles of the promoting
agency along the FPO growth stages. The transition
of the Promoting Implementing Agency's (PIA) role
also indicates the sustainability trajectory of the
FPO-

Performance of the FPO
* Preparedness and capability of the
governance system
« To govern business operations, review
management performance, and maintain

organizational structure while ensuring the
centrality of the shareholders in the business.

« Letting new leadership emerge from the
shareholders.
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+ Spirit, preparedness and capability of the
management system
« To set long-term goals for the institution (7-10
years)
- To read market and policy signals to tinker with
the revenue streams and allocate resources.
» To function as a servant leader.

« Financial viability of the institutions
+ Significance of the additional value generated
for the shareholders.
* Dperating self-sufficiency.
« Transition from maintaining self-sufficiency to
seeking growth.

Ecosystem of support
» Readiness and responsiveness
ecosystem of support

« Facilitating ease of access to finances and
relevant Govt programs,

= Advancing policies favoring the growth of the
FPOs.

» This ensures checks and balances to prevent
centralization of decision-making power,
transparent operations, financial management,
and essential compliances.

« For acquisition, grooming, placement, and
management of talents.

 Opening up new market opportunities by
bringing together multiple FPOs and attaining a
better economy of scale and diversified product
portfolio,

of the




Conceptu  0-2 years
alization

and early

business

establish

ment

Business
developm
ent and
expansion

2-4 years

2088

The FPO is
incorporated
and initiated
the business
The FPO
experiences
the input
and output
business
The FPO
has stable
HR.

Basic

systems are

in place for
managing
operation
and
finances.

Expansion of
the

membership
base and
business
The FPO Is
on the verge
of attaining
self-
sustainability

Operation

and finance
management
systems are
fully in place.
MNew
leadership is
emearging

Medium High

High Medium

High

High

Low

Medium




Growth
seeking

* The FFO Low
has long
term
business
plan.

= The FPO
diversifies
the product
portfolio,
adds new
revenue
streams,

+ The FFO
attained
financial
sustainability

+ Linkages
with more
institutional
buyers and
opening up
new market
channels

4-7 years

Low Low High

This tool kit primarily covers the domains of building capacities of govermnance and management syslem, business
development and standardization of operating procedures. Unpacking ecosystem activation and orchestration is out of
the scope of this document.

Following are some of the key lessons emerging
from the experience of promoting FPOs, and is
critical along with the sustainability dimensions:

= Capacity building of the women farmers on
technical as well as gender-related aspects, This will
help them build confidence and acquire skill set to
engage with the market.

« Engaging BoDs in every decision-making from day
one, In many cases, the promoter keeps making
decisions on behalf of the BoD members thus
indirectly increasing their
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dependency on the promoter, E.g. the CEQ of the
FPO does take leave permission from the promoter
rather than the secretary of the FPO. In this case, the
dedsion-making of the BoD gets compromised as
well as the CEO also doesn't think of herself/himself
as the staff of the FPO. The similar is seen that the
business decisions are often taken by the promoter
and thus they ensure the FPOs dependency on
them.




« In every board meeting, the CEO should present the
physical progress of the month while the accountant
should present the financial progress of the month.
This will help BoD remain informed about the
activities and thus engage with the issues emerging
from the discussion. This will improve the
coordination between the governance and the
management.

To best serve the needs of the farmer member, the
FPOs need to diversify the crop base. By offering
wider crop-based services, the FPO can become
central in the lives of its members. This attracts the
businesses of the members. This proactive approach
not only enhances the FP('s relevance but also
attracts businesses seeking to engage with the
dynamic and resilient agricultural landscape
fostered by the FPO,

For sustainable growth and stability, it's essential for
FPOs to develop a comprehensive 5-7-year plan.
This plan should include a detailed year-by-year
breakdown, outlining key milestones and targets.
Crucially, it should also specify when the FPO
anticipates achieving self-sustainability through its
revenue streams. By meticulously charting this
trajectory, the FPO can effectively navigate towards
financial independence and long-term viability,
ensuring a prosperous future for both the
organization and its members,

It is crucial for FPOs to establish a robust product
line within the first year of operation., Delay in
finalizing the product line often leaves FPOs in a
precarious position, taking 2-3 years to achieve
clarity. By swiftly firming up their product offerings
from the outset, FPOs can solidify their market
presence, enhance credibility, and lay a strong
foundation for sustained growth and success, This
proactive approach ensures that the FPO is well-
positioned to meet the demands of its members and
effectively capitalize on market opportunities from

the very beginning.
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The FPOs are not able to deal effectively with the
private players more particularly the institutional
stakeholder for output marketing because they lack
guantity and quality in their produce. They need to
work on these aspects so that they can sooner enter
into big business and become sustainable sooner.

To optimize sales and enhance margins, it is
imperative for FPPOs to engage in diversified
marketing channels. These channels include
traditional route e.g. mandi and modem platforms
like mandi, Online marketing platforms,
Institutional players, and tapping into Rural retail
market. FPOs can broaden their reach, establish
stronger market presence, and ultimately achieve
sustainable growth.

Generally, the member interaction with the FPO is
limited. This needs to go beyond attending AGM of
the FPO. The FPO should create system for its
member interaction to gather feedback and
suggestion from shareholder to keep the FPO
relevant, The FPO should invest to arrange meetings
with their members,

The BoDs on a six monthly or annual basis discuss
“What can be done to increase income of the farmer
member?" while the similar thing can be done with
the farmer member (in PGs) as "What can be done to
increase income of the FPO?". This will ensure that
both are in win - win situation and their survival
depend on each other’s survival.

« Tt is hard for a single FPO to survive of its own, so a

federated structure is required to sustain these
FPOs. While working with small and marginal
farmer, these FPOs has limited resources and thus
they require sharing of resources among each other.
This can be done by pulling the resources, Also, to
better negotiate with the bigger market, all the
smaller FPOs need to come together so a federated
structure is required. The [federation can be
organized based on geography or on commodity but
whatever they need to come together for their
sustenance,
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Glossary

AE - Agri Entrepreneur

AGM - Annual General Meeting

AM- Ajeevika Mitra

AoA - Article of Association

APMAS- Mahila Abhivrutti Society, Andhra Pradesh
APMC- Agriculture Produce Market Committee
BZB - Business to Business

BEP - Breakeven Point

BIRD - Bankers Institute of Rural Development
BLF - Block Level Federation

BOD - Board of Directors

BRC - Business Resource Centre

BRS - Bank Reconciliation statement

BWI - Better World Initiative

CA - Chartered Accountant

CACP - Commission for Agricultural Costs & Prices
CB - Cost & Benefit

CBBO - Cluster Based Business Organizations
CBO - Community Based Organization

CEOQ - Chief Executive Officer

CGST - Central Goods and Service Tax

CLF - Cluster level Federation

CRP - Community Resource Person

C5 - Company Secretary

CS0 - Civil 5ociety Organization

CSP - Community Support Person

C5R - Corporate Social Responsibility

CTC - Cost to Company

CV - Curriculum vitae

D2C - Direct to Consumers

DET - Direct Benefit Transfer

DGFT - Directorate General of Foreign Trade

DIN - Director Identification Number

DSC - Digital Signature

DT- Design Thinking
EBITDA-Eamnings  Before
Depreciation and Amortization
EGF - Equity Grant Fund
EMI - Equated Monthly Instalment
e-NAM - National Agriculture Market (eNAM)
EOU - Export Oriented Units

ERP - Enterprise resource planning

EVC - Electronic Verification Code

FBO- Food Business Operators

Interest, Taxes,
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FD - Fixed Deposit

FIFO - First In First Out

FIG - Farmers Interest Group

FPC - Farmer Producer Company

FPCL - Farmer Producer Company Limited

FPO - Farmer Producer Organization

FRP- Fair and Remunerative Price

FSS - Food Safety and Standards

FSSAI - Food Safety and Standards Authority of
India

GB - General Body

GD - Group Discussion

GDP - Gross Domestic Product

GSIF - Genpact, Social Impact Fellowship Program
GST - Goods and Services Tax

GSTR - Goods and Services Tax Return

HR - Human Resource

HRMS - Human Resource Management System
HSN - Harmonized System of Nomenclature

ICDS - Integrated Child Development Services
ICEGATE - Indian Customs Electronic Gateway

IE - Import Export

IFF - Invoice Furnishing Facility

IFFCO - Indian Farmers Fertilizer Cooperative
IFSC - Indian Financial System Code

IGST - Integrated Goods and Service Tax

IRR - Internal Rate of Return

ISOPAM - Integrated Scheme of Oilseeds, Pulses,
0il palm and Maize

JD - Job Description

KAP - Knowledge - Attitude - Practice

KPI - Key Performance Indicators

KRA - Key Responsibility Areas

KRIBHCO - Krishak Bharati Cooperative

KYC - Know your customer

LAMPS - Large Area Multipurpose Societies

L55 - Lean Six Sigma

LXBXH - Length X Breadth X Height

MANAGE - National Centre for Management of
Agricultural Extension

MARKFED - MP state Cooperative Marketing
Federation Limited

MAT - Minimum Alternate Tax

MCA - Ministry of Corporate Affairs




MD - Managing Director

MHR - Management and Human Resources

MIS - Management Information System

MoA - Memorandum of Association

MPA - Micro Production Arrangement

MSP - Minimum Support Price

NABARD - National Bank for Agriculture and Rural
Development

NABCONS - NABARD Consultancy Services

NAFPO - National Association of Farmer Producer
Organization

NC - Non- Compliance

NCDEX-National Commodity & Derivatives
Exchange Limited

NEFT - National Electronic Funds Transfer

NFSM - National Food Security Mission

NGO - Non-Government Organization

NOC - No Objection Certificate

NPO - Non-Profit Organization

NPV - Net Present Value

INRLM - National Rural Livelihood Mission

INSC - National Seed Corporation

NSSO - National Sample Survey Office

OTP - One time Password

P&L - Profit and Loss

PACS - Primary Agricultural Credit Societies

PAN - Permanent Account Number

PC - Producer Company

PCL - Producer Company Limited

PF - Provident Fund

PG - Producer Group

PI - Pro-forma Invoice

PIA - Promoting Implementing Agency

POP - Package of practices

POSH - Prevention of Sexual Harassment

PRADAN- Professional Assistance for Development
Action

PRI - Panchayati Raj Institute

QC - Quality Control

OR - Quick Response

QRMP- Quarterly Return Filing and Monthly
Payment of Taxes

RC - Recruitment Committee

RCM - Revenue Cycle Management
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RFID - Radio Frequency Identification
REVY - Rashtriyva Krishi Vikas Yojana
RoC - Registrar of Companies

SDG - Sustainable Development Goal
SDS - Safety Data Sheet

SEZ - Special Economic Zone

SFAC - Small Farmers' Agri Business Consortium
SGST - State Goods and Services Tax
SHG - Self Help Group

SME - Subject Matter Expert

T&C - Terms and Conditions

TAN-Tax deduction and Collection Account
Number

TAT - Turnaround Time

TDS - Tax Deducted at Source

TEFC - Totally Enclosed, Fan Cooled
TFC - Total Fixed Cost

TNA - Training Need Assessment

TRN - Temporary Reference Number
UPI - Unified Payment Interface

UT - Union Territory

VO - Village Organization

WOTR - Watershed Organisation Trust
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The FPO Toolkit, a collaborative effort by Genpact, Better
World Initiative (BWI), and PRADAN, is an essential resource
tailored to elevate the operational and business acumen of
Farmer Producer Organizations (FPOs) across India. Built on
the principles of Lean Six Sigma and Design Thinking, this
comprehensive guide features 13 expertly crafted modules
that support FPOs through every stage of their journey—from
inception to market integration and financial management.

Whether you're at the foundational level or leading a mature
FPO, this toolkit is designed to meet your specific needs. It
emphasizes data-driven decision-making and the
implementation of efficient business processes, ensuring
that FPOs not only survive but thrive. With customizable
templates and clear guidelines, FPOs can streamline
operations, enhance governance, and effectively monitor
performance.

By equipping FPOs and all stakeholders within the
ecosystem with the tools for sustainable growth, this toolkit
plays a pivotal role in strengthening India’s agricultural
sector. It's more than just a guide; it's a pathway to
operational excellence, improved livelihoods, and a
prosperous future for small and marginalized farmers

Contact us at better.world@genpact.com
headoffice@pradan.net




