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AGREEMENT between
Karnataka Vikas Grameena Bank and

Small Farmers' Agrihusiness Consortium, New Delhi

(Departmcnt of;lgriculture & Coopcration, Ministry of Agriculture)

'Ihis Agrce$enl is executeil oo this 01'r day ofDeccrnber, 2020.

Br)frveen Karnataka Vika. Grameena liank, a hody corporate co[stituted under thc
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P.B.NO.flf, Bclgaum Rond, Dharwad (Kamataka)- 580 008, sponsored by Canara
Bank, which includes its assignees as first party,

and Small Farmers' Agribusiness CoDsortium (SFAC), a society registered under Societies
Registatior Act 1860, having its registered office at NCUI Auditorium Building, 5th Floor.
3, Siri lnstitutional Area, August Kranti Marg, Hauz Khas, New Delhi 110016 , hereinafter
called "SFAC" as second party.

Whereas SFAC is a Developmental Institution with its core aims and objectives focused on
supporting small& marginal farmers 'organizations; SFAC deals with agriculture in its wider
connotation, includirg agri-allied activities;

And Whereas "Bank" in furtherance of its desire to play all active role in promoring qualiry
investments in the agri business sector is agreeable to provide/has provided collatetal free
Iending to Farmer Producer Companies (FPCS) and is desirous of seeking Guarantee Cover
from SFAC under EGCGFS.

In consideration of the Credit Guara[tee Fund of Small Farmers Agri Business Consortium
(hereinafter referred to as "SFAC" which expression shall, unless repugnant to the context,
also include its successors and assigns), agreeing to guaraniee under the Equity (a copy
whereof is hereto annexed aIId which is hereinafter referred to as .,the Scheme"), certain
credit facilities granted by "Bank" to FPCs, which is an eligible borrower as per the Scheme.

"Bank" yiz Karnataka Vikas GrameeDa Bank, does hereby enter into Agreement with
SFAC as follorrs:

l. That the provisions ofthis Undertaking shall be in addition to, and nor in derogation of, the
provisions ofthe Scheme and the guidelines and instructions issued by SFAC from time to
time.

2. That the provisions of the Scheme and such modifications as may be made thereto from
time to time shall be deemed to be incorporated in this Underraling and shall be binding on
"BanI", in so far they relate to the credit facilities granted by "Bank" to FPCS.

3. That the provisions of the Scheme and this Agreemelt shall be applicable to the Credit
Facility/ies for which Guarantee Cover has been sanctioned by SFAC to "Bank" under the
Scheme.

4. That "Banl<" shall claim the benefit of the Guarantee under the Scheme only in respect of
the Credit Faciliry/ies specified herein, and to the extent provided, and that *Bank" shall for
this purpose obtain and preserve affidavits or other documents from the FPCS or otherwise
satisfy itself by reference to the Borrowers' books of account or other records that the

Borrower in respect of whom the benefit of the Guarantee has been or is to be provided by
SFAC is eligible for the Guamntee under the Scheme.
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5. That *Bank' agrees that if the Bonower ceases to be so eligible' it shall' in accoriance

with and sub.lectlo the provisions of the Scheme, be excluded ftom the benefit of any

guu,-,a" unj,hu, for this purpose, "Ba[k" shall obtain liom the Borower at such intervals

Is may be required by SFAC. such information /declarations as may be deemed recessary

6. That tle books of accounts, ledgers and other documents relating to guaranteed Credit

Facilities, covered by the Scheme shall, as far as may be Facticable, be segregated and

maintained in a proper manner so as to facilitate such scrutiny or hspection as may be

undeltakelbySmallFarmers,Agri-businessCoNortium(SFAC)orbyanyother
person/agency nominated by SFAC in this behalf'

7. That "Bank" shall make available to the Of1ioers of SFAC or of any agency which may be

specified by SFAC in this behalf, as the case may be, all its books and records and provide

such other facilities as may be required tbr such scrutiny aild inspection'

8. That "Bank" shall furnish to SFAC a statement in a form and manner required by the

SFAC, showing the outstanding balances with breakup of principal and interest / other

expenses details io respect of the guaranteed credit facility covered under the Scheme' as and

when required bY SFAC

9. That "Bank" shall furnish to SFAC there after such statements or information as the SFAC

may require about the Credit Facility/ies in such form and manner' and at such inteNals' as

may be required by SFAC.

10. That in order to enable SFAC to ascertain whether a Claim made on it is on account of

Credit Facility which has been so covered, "Bank" shal| preserve in good order the detailed

statement or statements required thereof as also the relevant documents relating to the Credit

Facility.

1 I , That "Bank- shall, in respect of the Credit Facility' exercise due diligence in recovering

the dues, and safeguarding the interest ofSFAC'

12. That for invoking the guarantee, "Bank" undertakes to submit to SFAC an Application in

such form as may be specified by SFAC and fumish such other information as may be

required ofus by SFAC

13. That "Bank. shall secure for the SFAC or its appointed agency th€ dght to inspect the

business and factory premises an<l books of account of the Borrower if and when consideled

necessary by SFAC.

14. That "Bank" shall secue for SFAC or its appointed agency the dght to list the Defaulted

Borrowers name and particulars o[ the website of SFAC'

15. That not with standing anyth ing to the contrary contairled in the Scheme, if any loss

occus in respect of the Credit Facility due to actions / decisions taken contrary to or in

cootBvention of the guidelines issued by

of facts is found leading to undue favour

shall not also be entitled to any claim on S
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16.'l'hat all applications, documents, receipts, statements and other papers shall be signed on
behalf of "Bank" by the Chief Executive Officer or by other persons in its employment
authodsed by "Banl<" to sign all such applications, docurnents, receipts, statements and othe.
papers and that any irregularity in the signature, or want ofautho ty ofthe persons so signing
shall not in any way affect or prejudice the rights of SFAC or affect ,,Bank,, liability in
respect thercof.

17. That all data. including applications, periodical rcturns, funds transfer. updated or
transferred to the Trust in the electronic form, shall be deemed to be signed on behalf of
"Bank" by the ChiefExecutive Officer or by other persons in our employment who shall be
deemed to be authorised by ,,Bank,, to sign all such applications, documents, receipts,
statements and other papers and that any irregularity in the use of member-id, or want of
authority ofthe persons so signing shall not in any way affect or prejudice the fights ofSFAC
or affect Bank's liability in respect thereof.

18. That "Banl(" shall introduce qnd follow such Accounting arrangements as may be
necessary or as may be required by SFAC or take such other steps as may be necessary or
expedient for protecting its interests in respect of the outstanding balances on account of
Credit Facilities in regard to which SFAC,s guarantee is invoked by it.

19. Guarantee Fee
i. "Bank" shall pay the Fee payable to SFAC for Guarantee Cover under the Scheme as a

one time Guarantee Fee calculated @ 0.85% ofthe sanctioned Credit Facility, subjecr to a
maximum ofRs. 85.000/- (Rs. Eighty Five Thousand only.)

ii. The Fee shall be paid upfront to SFAC by'.Bank'.. Thepalmenr shall bemadewithin30
days fi:om date of approval of the Guarantee or such date as specified by SFAC, failing
which the Guarantee is liable to become void unless and until its continuance ii
specifically apprcved by SFAC.

iii. As on the date ofpayment ofcuarantee Fee. ..Bank,, shall certifv that :

a) Any dues of the FPC Borower to the lendjng institurion iave not become overdue
and,/or is not an overdue,4rlPA credit facility taken over and/or /is not a Credit
Facility which has been rebcheduled or restructured on becoming overdue

b) The business or activity ofthe borrower for which the credit facilitv was granted has
not ceased.

c) The credit facilit), has not been utilized, wholly or partly. for adjusrment ofany debts
deemed bad or doubtful ol'recoverv.

20. Annual Service tr'ee

i. In addition to onetime Guamntee Fee, an Annual Seryice Fee of 0.250% per annum or
such other rate or limit as may be decided from time to time per loan account shall be
paid by "8arl1(" to keep the Guarantee ofSFAC live.

ii. The decision ofpassing on the incidence of Guarantec Fee and Annual Ser,/ice Fee to the
Borrower is left to the discretion of"Bank".

iii. The Armual Service Fee should be paid by the 3lstof May each year. The fee for rhe last
year ofthe tenure ofthe Guarantee Cover shall be paid on pro rata basis for the period till
the date ofexpiry ofguarantee.
In the event ofnon-payment ol Amual Service Fee by the due date, the
the Scheme shall not be available to',Bank" unless
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Ouarantee and "Bank" pays penal interest on the Annual Service !'ee due at a rate;f l9lo

above the rale charge'r u1 tr'" -u'i''''oi"tt'" i'"oiirutitiry'o"ttuchrate as is specitied

hv slAc from rime to rime. r"r,n" p"ri"a-Jl.i"). The cuaranlee-shall sland reslored

:l ;i.l;,';;',uJ;uv'lnt una 
't'uit'u" 

a""ta io have been in continuance without

" }llh"o futher thar in the evenr of non-payment of Annuar serv-ice Fee within the

stipulared time or such extended tit; ;;#v'b" I:q*'::{ Pl 
-t*-^ 

^'d 
alloued on

sLrch terms tha( may be 
"g'""0 

t" [y iiec' liabilily of sFAc lo,guarantee such credit

facility shall lapse in respect "r "t"iiii""ifL'y "g"f*t 
*hith th" Amual Service Fee is

,t $[#J?lrlil* that, SFAC mav corxider renewal of Guarantee c'over for such credit

facility, the Cover for which has ;;t"d';p* such terms and conditions as SFAC may

decide. f the amounts or
*ii. ii'iir-" 

",.n, 
orun1 enor or di'crepcncy being found in the computalron o

in the calculation of ttl" cuu'ant"[*f"J ianiual Ser'ice ]'ee' ot any'shortfall in payment

by ,.Bank,,, if subsequently ,a*,,r"i, ,rJ a.n"lency/shortfatl shall be paid by "Bank"

uiii. IriFf,rlco*t found to have been paid in excess by rhe "Bank" to SfAc shall be retunded

h\ sFAc. In the event ot 
""v 

1;;;;";i;;;' made bv the tending institution in this

reeard. SI AC shall ule a a*itl#'i"'"a "" tf'e available informalion wilh il and the

clirificarions received from,rr. ["airg l"ttltrii"n. and its decision shall be final and

binding on the lending institution 
al service Fee dnce paid by the lending institution to

ix. The Guarantee Fee and / or Arn

SFAC are non-refirndable'

21. ResPonsibilities of "Bank"

"Rank" shall:
iCertifvthattheCreditracilityhasbeensanctionedwithoutaycollateral.

'i. 
;;:i;{" ^r;;;:; 

Nl'" "iir'it'' nppLr"arion ror cuarartee cov-er'.-

iii. Cany out processing f"c'r *o'['"'"a documenration for sanclion of the loan in

accordance with the req'o"tiio"oiti"; nu*" and the terms & conditions of SFAC'

iv. Furnish such stateme s "'ii;i";;;"; 
do"u'"ntt' receipts' certificates as SFAC

may require in corurecrion uirh credit facilitv'

v cenifr lhal /be deemed to hat" "ff"'J 
tftit tn" tonlenlsofsrtch docunents' receipts'

' :e;iljlc;i;; ""a-"'r"' 
*''l*""'fr;;;;;;; rrue' provided that no claim shall be

reiected and no liabil"v th"li;t;;;ii;;; tenaing intiitutio" o' anv ofhcer thereof for

anything done in good fairh

vi. Monitor the bonower account and maintain iecords of periodical monitoring and

acrions initiated on observations' ifany'

,ii. i"r"g".Jin" primary secwities taken over by it' ifany' fi^om the Borrower'

viii. "Bank" shall be bound to comify 
*Jti' 

tu"tt ait""tio"s'as-SFAc may deem fit to issue

from time to time, lbr iuiit'ituting recoveries of the guaranteed accou[t, or

safeguarding its interest as a ouarantor'

ix. 'Bank" shall. in panicutar'"i"f*i" ft"t an1 act eirher belore or subsequent 10

invocation of guarunt"", *ii"tl-'il'y 
'aa\,ettti} 

uffe"t the interest of SFAC as the

guamntor
advance to SFAC its intentioo to enter into any complomlse

x. "Bank" shall intimate m

or anangement, which may have effect of discharge or waiver ofPrimarY securttY

xi. "Bank" shall also ensue through an Agreement wrth the Bofower that

shall not create anY charge on the assets held as

For KARNAIAI'A VIIGS GRAMEENA BANX

ty



' facilities covered by the Guarantee with itself, or in favour of any other creditor(s)
without seeking prior permission ofSFAC.

22. Inyocation of Guarantee

"Bank" shall invoke the Cuarantee in respect of Credit Facility within a maximum period of
one year liom date ofNPA, ifthe following conditions are satisfied:

i. The Claim musl be foiwarded to the SFAC/Fund though the Zonal Oflice / authorised
office/ person of"Bank" as communicated to SFAC

ii. Guarantee in respect of the Credit Facility is in force at the time of account turning
NPA-

lll
iv

Dues have been classified by,"!a61" as Non performing Assets
Provided that SFAC reserves the right to refuse the Claim, ifthe loss in respecr ofthe
said Credit Facility in its opinion had occuned owing to Cuidelines not h;ving been
strictly followed by "Bank"/ or if any misrepresentation or concealment of facts is
found leading to undue favour to the concerned FpC.
The Guarantee shall be effective

a) If SFAC and "Bank" are convinced that the FpC has suffered genuine business losses,
which may include crop/ asset losses by the members, and the gravity and impact of
such losses is assessed jointly or by independent assessment or by the ,,Bank,, as may
be mutually agreed between SFAC and',Bank,'on a case by case basis and the FpC is
not in a position to repay dues under any circumstances including restructu ng/re-
phasing/rescheduling the loan.

b) for such amounts as may be written off or interest waived from the credit facility by
the "Bank" with intimation to SFAC as a result ofthe business failure ofthe FpC

c) In all other cases
o Only when proceedings for lecovery have been initiated by ..Bank,'.

o The responsibility olrecovery ofthe dues shall rest with.,:Bank,,.

23, CIaim Settlement

i. Only such Claim as is prefened by',Bank', on the Defaulted account, which has become
NPA, within a maximum period ofone year ftom date of NpA or as specified by SFAC
from time to time, shall be considered.

ii. Fund shall honourTs per cent of the Guaranteed Amount in Default subject to ma\imum
of 75 per cent of the guaranteed cap alnounl, on preferring of claim by ,.Bank,, where
appropiiate action for recovery has beea initiated.

iii. Balance 25 per cent ofthe defaults or guaranteed cap amount, as the case may be, shall be
paid on conclusion of recovery proceedings by the'.Bank,,.

iv. Subject to the Claim being otherwise found in order and complete in all respects, SFAC
shall pay the "Bank" eligible claim within 90 days.

v. The outstanding dues ofthe FPC to "Bank" shall be reduced to the extent ofthe Amount
of Claim serrled by SFAC.

vi. "Bank" shall continue to make effofis to realize the balance amount due even after
settlement of Guarantee

vii. SFAC reserves right to claim from "Baok" any amount that is realized by..Bank', from
the FPC even after settlement of guarantee anount:

viii. Any amount realized by the "Bank" from FPC shall be shared in the ratio of 85yo:15yo
between SFAC & "Bank". Such payment may be made as and when any such amount is
realized subject to the relaxation that any payments below the sunl of 1 LAKh tO SFAC

)li!,! Dethi
.$var\Ic
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mav be made on a quarterly basis on or before the last day ofthe quarter'

t- ffi:""L:'ili",,, i.'paa,-irnc tr'"i u" a""^a to have been discharged from all its

Iiabilities oI1 account olthe Guarantee in force in respect ofthe Credit Facility

x. "Bank" shall be liable t" *ma ir,I" if"irn'Jtut"a ty SFAC together with the peflal

interest at a Rate of Interest, *f""f' lt iy" "t"t" 
tle Rate of Interest at which the Credit

Facilitv has been sanctioned uy "6"i[; i" ppc for the period for which the claim has

il!li?rii1""i, iiir,]a-;;,;ni"" ern*nt l' 
'e"utted 

bv SFAC ror anv reason whatsoever'

,.t fi;"oui;;ii""L-p"v'""t "i;;il ;v sFAi shatl not be construed as recall'

Ho\.\e\er. an) duplicate claim ry- ..s'J': ;a 
'h" 

settlement lhere against by SFAC shall

be recalled and SFAC reserves trreffi ,o r""ult ,rr" entire payment released to "Bank"

against the Credit Facility'

24, Subrogation of Rights and Recoveries On Account Of Claims Paid

i. Details of efforts for recovery' realization and such- other information as may be

i..-iJ uy siAC from rime to time shall be lumished by - BanI''

tt b.n';.;;t"h"ii*a * u"r'"ri "i 
irAC' "Bank'shall hold lien on assets created out

oitft" C,"alt na"ility extended bY the Bank to the Borrower'

iii. The responsibility fo' tt'" '""o'i'f'oidues 
including takeover of assets' sale of assets'

etc., shall rest with "Bank";

iv. Pavments made by Bofiower towards an} one or. more of seveml distinct and separate

l"ii. "*"i 
ir-rii.:,eunk", .haiu" a""med ro have been appropriated by "Bank" to

the debt covered by th" Gt-;; ;; ; t;spect of wh-ich a Claim has been preferred

and paid, irespective oi *'" ^u*"' 
oiupptoiriation indicated by such Borower or the

-unir", io rvrrl"t, ,u"t' payments are actually appropriated'

25. Residual Recovery

SFACshallhavethefrrstclaimtoAppropliationofthe.Amountrealizedby
ilil" .i*i,g it,. n;ul ,"tri"*"n' oi 

't'" 
ciiim in rhe ratio of 85: l5'

26. Termination of SFAC's Liability in Certain Cas€s

^Bank"

tl

The Guarantee in respect of the Credit Facility *l9ll!"d 9l "lT*'1 to- F?C shall be

,i:#;;;; r;;;tJ, ii t'" riuuliti"' of ihe rpc to "Bank' or account of said

;;#; i."ali r^"iI,v *" r.unrf".r"J or assigned to an) orher borrower^without lhe

:ii#i;; ;F;C *|;"'r,''.r'urr u" soughr h' -Bai*' or Borriwer in writing siaring the

reasons fot the transfer/assigrunent and if the condilions as to the eligibility of the

;:?H;;J;;;;;* oF tr''" r*litv and an) other te',nsind conditions' ir anv'

subiect to which lhe credit lacilily t- [l gu-unr""d under.rhe Scheme are.nol salisfied

,il$il;;.;;'i; o, ut,ignt"nr- iton1 tt'e date of lhe said transfer or assignment'

tri" riJri", "iiraCm.",i""t 
or *'" -'"ait Facilitv sranted to FPC bv "Bank" shall be

limited to the liability of Ffc lronowet.l to ''Banf" as on the date on which the

;H;;;;;il. i;;iieibl" ro' *iog er*t"d anv credit Facilities under the Scheme' bv

;;;;;';;;Ji;" of iis activitv oi his activity or his undertakins ceasing to come

;;i; ;;;;i;i*t of a FPc unit, toll"tt' t'o*tu"t' to the limits on the liabilitv of

SFAC fixed under this Scheme'

For lORNAiAl0 Vll$S GRAMEENA EAllK
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27. Other Conditions

l]l

"Banl<" shall be deemed to have understood and accepted the terms & conditions of the
Scheme as being legally binding on itself.
"Bank" shall enswe that the conditions of guaranteed Credit Facility are not in conflict
with the provisions ofthe Scheyne.
Not with standing any provision in any other document or contract entered into by'Bank" with regard to Guaranteed Credit Facility, the provisions /Conditions of the
Scheme shall override all such other provisions as if this conditionality had been w tten
in the relevant Document/contact and,.Ban_k', shall in relation to SFA'C be bound by the
conditions.
The Investment &Claim Settlement Committee o&CSC) reseles the right to reject any
proposal where it is ofthe view that cuidelines have not been strictly adhired to/ or if any
nuitgllrgfp{rtation or concealment of facrs is found Ieading to irndue favour to the
concemed.FPC.
This MoU'shall not be hindrance to take any legal recourse by the Bank against any
Sfa$1i,ng bonowers for recovery of any balance amount after settlement of claim with

'SEdC!,r ',.*r.G^ ,,"

28. ModificatioDs and Exemptious 7

i. SFAC reserves the right to modify, cancel or replace the Scheme in any manner
whatsoever that it deems [ecessary t however so eniuring that the rights or olligations
arising out of, or accruing under the Guarantee issued to .;Bank,' up t;the date on which
such modification, cancellation or replacement comes into effect. shall not be affected

29,InterpretatioD

The decision of SFAC shall be final in rcgard to the interpretation of any of the provisions of
the Scheme or ofany directions or instructions or clarifications given in connection therewith.

J0. Supplementary and Ceneral Provisions

SFAC may make such supplementary or additional provisions or issue such instructions or
clarifications as may be necessary for the purpose of the Scheme in respect of any matter not
specifically provided for in this Scheme. ,,Bank,, shall comply with the same.

31. Arbitration
Disputes, if any, arising out of the Agreement shall be resolved through mutual
consultalion,
Failing which Arbitation by a sole Arbitrator chosen by ,.Bank,, and SFAC in accordance
with tle provisions ofthe Arbitration and Conciliation Act, 1996 shall be resorted 10.
The Arbitration proceedings shall be held in English.
'l'he venue ofthe Arbitration shall be New Delhi

lll
iv

32. This Agreement shall take effect ftom the 0lstday ofDecember, 2020.

33. That the Starnp Duty payable on this Agreement shall be bome by ,,Bank',

FoI iORNAI"AKA VIKAS GRA|llEENA 8AN(
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34. The parties here to confrm that' they are duly authodsed to enter and execute this MOU

For and oo behalf of "Baflk"

Karnataka Vikas Grameena Bank

For and on behalf of SFAC

tor I$RNAI;AKA I/IKAS GRAIIEEI'IA SAII

BRATIMA

lndri. i$irry ol r F.rinc! W.lhd

t r9,

s

Name: P Nageswara Rao

Designalion: General Manager

Place: Dharwad

Dater 01.12.2020

2, V. V. Yaji (Chief Manager)

(Manager-Finance) sFAC

Name;

Desl

Place:

Farm unt
1o)

NCUIAurl
3,SidlisllLr

1
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