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Piease refer to the le-rter dated Sir June, },fl}CI *f the Hon'bte Minister of Agrirulture & s*rrners
Weifare as weif' is the ietter dated 5'i' JuRe, 2020 of the Secretary (Department of Agriculture,
Cooperatic* & Farmers Welfa e) r,egarding prorriutgation ef the Sarrners {€mpowerment afid
Protcct:onlAgreement On Price Assurance and Farm Seryices Ordinance, 2020 by the Hon'ble President

o{ lndia, i'he *urpos-e af this Ordinace is to prov,ide for a nat:isnal framegrork o.n farming asreer}*nts
th*l pr$recis"*nd emporryers formers to engase with qgri4usiness fir$ts, pl.oc€s*ors, ffilasals:rE,
expor?ers or iarge retailers for farrn services and sait of future fanning produce at a mutuatly agreed

remunerative price frarnework in a fair and transparent manner and for matt€rs conflected tlrcrewith or
incidental thereto. tt will racil:itate transfer of market risk frorrr t}e fagqer'to sponsor and also €lr*b{€

the farmer to access rnodern technology and better inputs. lt will reduce costof marketirg and improve

income of farmers.

.t ,rr ine above r,*rrrrdi'the Department has forrnulated the Guidelines fsl Farming fureements
*:ri:fli" li1{r'irr*visr*nr al the s*ici Grdinance. A copy gf the Guidelines is enclosed herewith.

3. tt is rggue$ted that the provisions of the Suide{ines *tay be given wide cirtulrtbn art1pfig th€
farrners and othsrstaksholders for effec,tive irTplementatlonof provisiontof the Ordinasce.

Yrurs sirnca*ely,

f,nel: As ahove.

Inm-
Te*efax: 01 t-2338 11,7S

Copy ro: pS ro AS / pS to MOS{pff}/ PS to MOS{KC) / PPS to Seffetary{A{&fw} 1 PpS to Ss&FA / pps ts
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TEE F'41114BRS (EMP0WERMENT Al[D PROTECTTOT$ AGREEMENT ON
PRICE ASSTIRANCE AND FARM SEKVICES ORDINANCF,,aOaO

GUIDELINES FOR FARMING "A.GREEMENT
,

Guidelines

These Guidelines are being issued as per sub-section (a) of section 3 of the

Ordinance. As per the provisions of the Ordinance, a farrner may enter into a Farming

Agreement for the sale of any farming produce before the actual production takes place. The

agreement shorrld cover all the relevant aspects related to parties, product, price, delivery

, lnechanism and conciliation process as described below:

l. Farming Agreement

1.1 A Farming Agreement under the Ordinance is a written agreement between the

farrrer/Farmer Producer Organisation (FPO) and sponsor (the person purchasing the

famring produce) in respect of any farming produce. Under the Ordinance, verbal

agfeements are not recognized.

1.2 The Farrring Agreement should be written in local language and the presentation of

terms should be simple and easily understandable to the parties involved.

1.3 Except where the Ordinance specifically rnakes a deviation, the Farming Agreement

must meet the ordinary requirernents of contract law to be valid, just like other

contracts. Thus, for instance, competent partbs rnust enter into the contract freely and

1.4 A Farming Agreement should be prepared and signed by all the parties to *rc

agreement.

1.5 Farming Agreement may be registered in the e-registry constituted by the respective

State Government as per rules framed under section 12 of the Ordinance.

General conditions for framing the farming agreement

The farming agreement should be prepared/drafted through in-person discussions

between the Sponsor or his representative and the FPo/Farmers or their

2.t
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2.2

2.3

r€pr€sentatives. In any case, it must be ensured that the terms of the agr€ement afe

adequately cl,ear to qll p,qtles-iqv-oJv9d-

Wtrerr an FPO enters into a I'€rrmng Agreerneat, care Sould be takea to ensure that

the responsibility for the performance of the Agreement is appropriately assigrred

lnonest 
the rnembers of the FPO.

When a sharecropper is innolrred in the agreefiIent, he rnay be made responsible for

receiving and using any inpub from the spoasor, fog cultivation of produce of thq

appropriate quality, and for production by usrng good stardard practices' The

obligation to deliver t{re contracted quantities may appropriately rest with the Farrner'

The Farmer should read the Agreement or have the Agreernent read over and

explained to him by an appropriate independent third parry. He may also seek the

advice of a legat advisor on the Agreementbef,ore signature'

The agreement should be made available to the farmer/FPo for signing at a

reasonable time prior to the commencement of an agficultural season.

The Farming Agreement shoutd clearly indicate the nature of the farming' size of land

area, survey number of the farmer's field, business address of SponSor, name of the

vitlage and address of the farmer.

Purpose of the farming agreement:

The Sponsor may supply inputs, technology, and extension services to farmer/FPO, if

so agreed in the agreement.

The lrauner should agree to produce and -sell ttre farning prodwe to th€ spoffior on

ttre agreedterms and csnditions.

?eriod of Farrning agreement:

The period of fanning agrement rnust be clearly rnentioned subject to minimum

period of one crop season or on€ producti'on cyrl€' Farnring agreements may be mde

for a tnaxirnum period offive y€ars'.

2.4

2.5

2.6

3.1

3.2

4.

4.1
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4.2 In case of certain kinds of farming produce, a single production cycle may run longer

than five years. In these instances, the period of validity of the farming agreement

may even extend beyond five years.

Supply of inputs bY the SPonsor: .

The Sponsor may supply the inputs to the farmerlFPo and where this responsibility is

being placed on the sponsor, it must be clearly mentioned in the farrning agreement'

Where the sponsor is required to supply inputs, it should be ensured that the

agreement specifies this requiremen! and the sponsor must provide inputs of the

nature and quality required for the performance of the agreement by the farmer'

The Sponsor shall share the required inputs (including delivery) and technical advice

to the farmer either on cost-basis/free of charge/cost-sharing basis.

If the sponsor delivers the inputs and technical advice on cost-sharing basis, the

farmer's share of the costs may be deducted from the payment to made to the farmer

by sponsor for the farming produce on delivery.

The sponsor must deliver the inputs to the farmer at the time and place specified in

the agteement.

The sponsor would ordinarily be responsible for any loss or damage to the farming

produce, production site, assets, and any legal consequence of inputs supplied by him'

Use of Inputs by the tr'armer/IPO:

The inputs supplied by the sponsor should be checked/verified for its quantity

quality by the farmer who can notiff the sponsor in writirqg in case of

shortfalUdefects.

The farmer should use the inputs in accordance with any instructions framed in the

Farming Agreement and should not divert for other purposes'

The farmer would ordinarily be responsible for any loss or damage to the inputs after

their acceptance from the sponsor-

The farmer can retum any unused inputs to the sponsor at the end of the production

cycle or otherwise as per the agreement'

5.1

5.2

5.3

5.4

5.5

5.6

6.

6.1

6.2

6.3

and

any

6.4
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7

1" Frop*fi{}p ttf .t*,*reness ta Farmer/FPO for quality produciion

--+:,L--- impart trainings to the FarmerffPO about

good agricultural practices (GAPs), protection of produce from pests and diseases and

on other production related aspects.

7.2 Sponsor shordd also provide information and e.xplanation to ttre fanner/FPo abotrt

various standards (physical and physioo-chernical) that may be followed for.gpding

the farrning produce as per the agreerrent'

t

Preduction of Faruring produce by the farrner/FPo

The Fanner must fo]low the production metulf (eg. for ploduction or 
11anic

produce or under 
-any 

certification scheme) and standards (social, labour,

environmental or cultural standards) for cultivation of crop as outlined in the farming

agreement. t

The Sponsor or his representative/s may visit the production site f,or the purpose of

providing advice, supervising any production process and/or veritying the Farrner's

compliance with the prescribed production methods'

Frequency and time of visits as provided in the qgrecment, should be coincided with

normal business hours and should not unduly burden or inconvenience tlre farmer'

Inspection of the lhrming Produce:

After production, the-sponsor/tris representative may inspect the faming produce to

comply with the quality standards as laid out in the Farming Agreement

If the sponsor accepts delivery of the Produco, it shall be oonsidered as per law that he

has inspected the Produce and shall have no right to retract acceptance on the gmund

that it does not meet specifications t[at could haw been asoertained through

inspection.

The farrner or his r€pre€ntativ€ should be present durrog the iuspection of tlre

Prodtrce.

Th€costs associated with the inspectionshould be bonre by the sponsor'

*.

8.1

9.

9.1

9.2

8.2

8.3

9.3

9A
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10. Delivery of the farming produre:

10.1 The packaging material may be supplied by the sponsor subject to provisions of the

agreement.

lO.2 The farming produce should be packaged by the farmer as per the commodity-specific

requirements before delivery to tl,e sponsor as proyided for in the agreement.

10.3 The farmer should not use the packaging,materials supplied by the Sponsor tbr any

purpose other than the delivery of the produce to the sponsor.

lO.4 Bags/containers that are left ovef after packaging the prodirce should be returned back

by the farmer to the sponsor.

10.5 The Sponsor should weigh the packaged produce before accepting delive.y.

10.6 The Sponsor should provide for the weighing equipment and while weighing the

produce, the weight of the containers may be deducted from total weight.

10.7 The costs of packaging, weighment and loading of farming produce should be borne

by the Sponsor subject to provisions in the agreement.

10.8 In the event of any rejection, the sponsor should infonir the farmer about the reasons

and offer them the chance to inspect the rejected consignment or have it inspected by

a third party. Third party may be a certified assayer, KVK seed certifying agency,

qualified agriculture scientist etc.

11. Grades and Standards of farming produce

l1.l Sponsor should promote awaren€ss among the FarmerffPO about various grades and

standards of the farmingproduce.

ll.2 The grade standards to be followed'for the farming produce may be related to

physicaUphysico-chemical/both attributes zuch as: size, shape, colour, brix-acid ratio,

oil content, specific gravity, aeid value, free fatty acid, Refractive index etc.

I1.3 The quality grades may be categorized into (i) premium quality (ii) fair aYerage

quality and (iii) below fair average quality.

12. Pricing Mechanism

lz.L The produce must be purchased at a price provided for in the farming agreement. The

price may be linked to market price and in such case, a minimum guaranteed price

must be specified. Sirnilarly, the method of determining payment above the minimurn
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guaranteed price bas€d on a clear price reference must be provided in the agreement'

fhi;pricereferencingmaybedoneinanumberofways,includi:g-&e-s+Ie.:'j-.^'3

options:

option 1: Variable price with variable comporrent over and above ttre guaranteed

price,$asedon a referweprice (say, modalprir:e reported at the nearest APMC wi*t

e${AM facility atttre tinre of delivery)

option 3: Fixed price or variable price at the time of delivery of produce to the

Sponsor, whichever is greater but cannot be below the guaranteed price'

option4:Agreementmayprovideforpaymentofbonusbothinthecaseoffixed

price or variable price mechanisms'

ExamPles:

l)Fixedpricewithbonus:IftheagreementprovidesforpaynentoflNRl0perkg

for banana of Grade A at the time of delivery alorg with bonus of INR 2 per kg' then

farmer on delivery of banana conforming to qu4rty grade, will be entitl€d to roceive

paymentofRs. 12Perkg'

2) Variable price with bonus: If ttre ugrt**"ot provides for paynoent of INR 5 per

tcg fo, bananaof Grade A, with additional amount as 50olo of n'rarketdeterrrined price

ondayofdeliverybasedonpredefinedpricerefere,".]Ymodalpriceofrreartst

APMCyardoranyetradirlgplatform$c.,andborrusoflNR2perkgtherrfollowing

possibilities rnaY arise ;

examPle it is Rs 3 Perkg
a) If tle market detsrmined price is below INR5 per kg , for

rhen farmer will be entitled to INR 5 (guaranteed price)+INR 2 (bonus) i'e' INR 7 per

kg.

Option 2: Fixed prioe m'cording todifferent quafiry ry
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b) If the market determined price is INR 12 per kg, then farm:r will be entitled to

INR 5(guaranteed price)+INR 6( 50% of INR l2) + INR 2(bonus) i'e INR l3 per kg'

12.2 The Farming Agreement should dvoid comptrex forrnulas or measurelnents of quantity

and quality to arrive at price of farming produce' 
,

13. Sale of farming protluce by the farmer to the sponsor:

d be sPecified in the farming
13.1 The place and mode of delivery of the produce shoul

agreement clearly. The sale of farming produce by the farmer to the sponsor may be

at the farm gate subject to provisions in the agreemen! especially where the farmer

lacks any feasible transportation tacilities

l3.Z In case the farmer is asked to'dbliver the produce at a specific location' the sponsonng

firm should appropriately reimburse the transportation cost incurred by the Fanner'

13.3 The sponsor shbuld collect the farming produce from the farm gate/delivery point

within agreed time according to the delivery schedule'

t3.4 It is advisable that Farmers or their represeatatives bq present when the produce i5

collectedfromthefarmanddeliveredtotheSponsor.

13.5 If the Sponsor fails to take delivery of conforming produce within the stipulated days

mentioned in the agreement, the farmer may sell the produce to a third party and may

claim from the Sponsor the difference between the price in their Agreement and the

actual price that the Farrner received for the Produce' Penalty to the extent of 150% of

suchclaimmayalsobeimposedbythesubdivisionalauthority.

13.6 The Farmer should not deliver the produce to sponsor which was not produced on th:

production site specified in the agreement, especially where this is rnaterial to the

produce or its quality or the delivery to the Sponsor'

1.4, PaYment of Sales Proceecls

14.1 The Sponsor should make the payment to the farmer on the day of delivery of the

Farming Produce'

L4.Z After pccepting the produce, the Sponsor must issue a sales receipt specifying the

time, date, quantity, gfade, rate/unit and amount of sales proceeds paid to the farmer'

14.3 Payment to the Farmer may be made through bank transfer to the farmer's account

or in cash where electronic transfer cannot be done subject to the mode and manner of
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F' payment as pr€scribed by the respective State Government in rules frarned under
section 6(4) of the Ordinance.

|,5. Availing Credit and Insurance Facilities

15. I Either the Farrner/spofisor can seek imu:ance for the crop.
15'2 If ttre Farrner agre€s to yrrchase the crop insuraBce or weather insurance , it maybeat

his orvn cost or be paid for bythe spotrsor ifprovided for in the agreeraent.
l5'3 If the spousor agrees to purchase insurao€ on behalf of the farmer, it may be at thi

qlofisor's own cost.

16. Orvrrership Rights of Sponsor on FarmerrslFpr0 Assets

16'l Under the ordinance, the Sponsor is not permitted to use the farmilg agreement {o
gain or enjoy ownership rights on the Farmer,s land.

16.2 No permanent change shourd be made by the sponsor on the Farmer,s land.
16'3 The Sponsor can make temporary modifications on land, only if the Farmer agr€es.

However, before the expiry of the farming agreement, the Farmer,s land should be
restored to its original condition.

16'4 If the permanent skucture on land is not removed as agreed by the Sponsor, the
ownership of such skucture would vest with ttre farmer after expiry of the farrning
agreement period.

16'5 The Farming Agreement cannot provide for any transfer, sale, lease and mortgage of
the land or premises of the farmer to the Sponsor.

16'6 The FarmerlFPo should ensure that their ownership of ttre land is secure and legally
valid before entering into agreements regarding production on such land.

16'7 Farrner should not opt for sellirry/changing the ovmership of the land, while in
agreement with the Sponsor regarding production of farming prodtroe from that land.

lV. Force Nlajeure

17 'l Both the Parties should make thernsehres awar€ about Force Majeure errents relatirg
to farm prodtrction.

17.2 Intlre occurrence of Force Majeure, the affected party should notiff the other party in
writing about ttre event with the necessary &tails.
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17.3 The affected party should collect and:submit the evidences of.the Force Majeure event

to the other pargr to discuss about possible mitigation skategies.

17 -4 If the affected party delays or hinders communication about dre occurrence of Force

Majeure event and subsequently.is not able to perforrn the obligations as laid out in

the Farming Agreement, he may be made liable for such failure where it prevents

action to mitigate damage.

17.5 If both the parties are well notified about the continued occurrence of the Force

Majeure even! the obligations under the agreement may be suspended and in such a

case, no damages or penalties would be imposed on either party for delay in
performance of obligations.

17 -6 If any particular obiigation in the Farming Agreement is suspended due to Force

Majeure event, the affected party should inform to other party about this event.

17.6.1 If the suspension is feasible, both the parties can re-negotiate the terms laid

down in the agreement.

17.6.2If the suspension is not feasible (in some circumstances), then both the parties

may terminate the contract. Under such event, all outstanding payments

relating to the inputs supplied for the production by the sponsor, would fall

due or be waived, depending upon the understanding between the two parties.

They may even enter into a new Agreement for the supply of the produce.

I8. Breach of Agreement:

18.1 If a Party (or both) could not tulfill ihe obligation(s) laid down in the farming

agreernent (and there is no excuse such as a Force Majeure event), ii rnay be

considered a breach of agreement.

18.2 When a parly suffering because of a breach ("Aggrieved Parly") has substantial

evidence that the party causing the breach (. Breaching-party,,) is or will be in breach

of its obligations, it should immediately notiff and submit in writing to the Breaching

Party that all reasonable m€asures should be taken to minimize and rnitigate the

damage caused by the breach of the agreement. The loss incurred by the Algrieved

Party on this ground should be compensated by the Breaching Party subject to

farmer's liability being limited to the extent of advance given by sponsor or cost of
farm services provided to farmer by the sponsor.
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f :_-iili[.i::; i::-:i:'^*"::1"'partv 
about the possibre breach or

**;;; reucwing

a) replacing any -non-conforrning Produce with produce which conforms with the
requirernents of this Agreement;

b) renlline any non-conforming'Inputs with Inputs which conficnn with Ere
requrrefirents of this Agreernent;

c) 
:_":1*j'- 1r 

conecting the current producrion Method or process (with
rnskuctions issued by the Aggrieved pafly or any rerevant certificatioo uoayr
and/or 

.'--J'-^v 

'E*wr

d) 
i|.]r:*i 

of 
1nr 

parriat delivery, or raking deliverl4 as the case may be,within the time frame agreed between the parties.
I8'4 The Breaching Party should not replace conforming produce or Inputs with non-conforming produce or Inputs that are hazardous, dangerous or unsafe.l8'5 when the Breaching larty has committed a materiar breach of the Agreement (whichmay be any of the following events below) deliberately and this is not cured either bythe Breaching Parry or by the Aggrieved party, the Aggrieved party may issue anotice to the Ereaching Party to invoke conciliation and dispute resolution. This mayhappen ifl

a) the Farmer fails to deliver the Farming. produce promptry (and there is
significant ehy) in accordance with the delivery schedure 

\--E q-.

b) the sponsor fails to take delivery promptly from the farrn gate or at fhe desired
location as agr€ed by both the parties;

c) the Sponsor fails to pay the sales proceeds at the required time; ord) rhe Farmer enrers inro markerrng inaogprnent with third p;;ther than the
Sponsor in *h: fa',nktg agreenrcnt (where the agreement is one ;;;*"
ptrchase rights).

Termination of the Farming Agreement

The Farming Agreement may be terminated between the two parties in any of thefollowing c ircumstances :

a) by mutual agreement of the parties;

,9.

l9.l
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b) by either Party by giving written notice to the other Party, if the Agreeme':t

provides for the same.

lg.2 Up* expiration of the Farming Agreement, both the Parties may agree in writing to

its renewal for next crop cycle

19.3 Whenever a Party's ability to fulfil its obligations under this Agreement becomes.

fundamentally altered due to a significant change of circumstances, that Party rnay

request a renegotiation of one or more of the terms of the Agreement, and the other

Party should consider that request in good faith. For example:

Problems caused by inadequate inputs or technical advice provided by the sponsor

should not result in financial losses for the Farmer.

Problems caused by rnismanagement, inadequate use of inputs or failure to cornply

with the technical advice supplied by the sponsor, should not penalise the sponsor.

20. Dispute Resolution

20.L Both the parties should formulate the farming agreement in a simple and local

language to avoid possible misunderstandings and disputes aillong them. A

mechanism for conciliation amongst the parties to the agreement must be included in

the terms of agreement

20.2 If the dispute arises during the period of contact, it should be resolved arnicably

through frequent negotiations and mutual consensus. Aggrieved party may invoke the

formation of conciliation board as per terms of the agreement by writing formally to

the other party. The conciliation board so invoked shall mediate dnd attempt

resolution within 30 days of such reference.

20.3 If the Conciliation process is not provided in the agreement, the same shall be

constituted by the Sub-Divisiorial Magistrate (SDM) with the conciliation board

which should consist of an appropriate number of representatives (with equal

representation of parties, as far as feasible) and one independent dornain expert.

20.4 When the dispute has not been resolved within 30 days, any party may file a

complaint with the Sub-Divisional Authority.

20.5 The Sub-Divisional Authority follows the procedure and exercises the powers and

functions as per the rules notified under the Ordinance
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20'6 If the decision of the Sub-Divisional Authority is not acceptable by either of the

Authority.
20'7 The orders passed by the Appellate Authority are final under tle ordiaance.

21. &'Iiscellaneous

2l'l sponsor on identification of clop and pote*tial Firmers may organize an awaFer*ss
camp and educate the Farmers on the benefits and i:nportance of Farmilg Agreemenl2l'2 Farming produce produced un&r a Farming Agroement under the ordinarrce would
be outside the ambit of aay state traw regardirqg ApMCs andsale at APMC yards.

2l'3 The whole process for entering into and implementing the agreement should be
carried out in a rair and Fansparent mauler *i r;*;;. ;;;ice is for
farmer to be involved in discussions with the sponsor from the u.ginoirg of the
negotiation and agreement formation phases, to make sure he understands all the, '
conditions included in the agreement, and to ensure that his interests and rights are
considered.

!f ***.f *
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