


A Farmer Producer Company (FPC) is a unique, hybrid legal entity in India designed to
transform primary producers—Ilike farmers, artisans, and livestock rearers—into business
entrepreneurs.

Governed under Chapter XXI-A of the Indian Companies Act, 2013, it combines the
democratic, community-driven ethos of a Cooperative Society with the professional
efficiency, limited liability, and structured management of a Private Limited Company.

. The Core Purpose: Power in Numbers

On their own, small and marginal farmers face massive structural hurdles: they have zero
bargaining power, high input costs, and are heavily dependent on middlemen.

An FPC solves this by allowing farmers to aggregate. Instead of one farmer selling 1 ton of
biomass or crops, 1,000 farmers pool their resources to sell 1,000 tons. This instantly shifts
their status from "price takers" to powerful market participants who can negotiate directly with
large corporate off-takers, institutional buyers, and industrial processors.

o) Key Structural Pillars of an FPC

1. Ownership & Control Rules

e Exclusive Membership: Only active primary producers (farmers, landowners,
aggregators) or existing producer institutions can buy shares and own the company.
Outside speculative investors cannot buy equity.

e The Democratic Principle: It operates strictly on a'"One Member, One
Vote" system. It does not matter if a wealthy agri-preneur owns 5,000 shares and a
smallholder farmer owns 10 shares—their political voting power within the company
is completely equal.

2. Operational Flexibility

e End-to-End Value Chain: An FPC is legally empowered to manage every stage of the
business: from upstream seed and fertilizer procurement to midstream logistics and
warehousing, all the way to downstream industrial processing (like Compressed Bio-
Gas refining, advanced biochemical extraction, or exports).

e Subsidiaries & Joint Ventures: Unlike traditional cooperatives, an FPC can create
wholly-owned subsidiaries or enter into corporate Joint Ventures to handle high-tech
manufacturing or access international carbon credit markets.



3. Financial Benefits & Distribution

o Patronage Bonuses: Profits aren't just paid out as standard dividends on share capital.
Instead, a massive chunk of the surplus is returned to members as a Patronage Bonus—
calculated based on the actual volume of raw materials (like biomass or crops) they
supplied to the company during the year.

e Government Backing: The Government of India actively promotes FPCs through
institutions like NABARD and SFAC, offering matching equity grants (up to %15
Lakhs), collateral-free credit guarantees, and specific operational subsidies.
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Ultimately, the promotion of FPCs is a shift away from seeing the rural
populace as passive beneficiaries of state welfare. By turning farmer
networks into legally robust, professional corporate entities, the
government is building an ecosystem capable of absorbing massive
commercial investments, green energy transitions, and advanced climate
technology.

MISSION :

Mission of Farmer Producer Companies (FPCs) in India—as structured by the Government
of India, NABARD, and the Small Farmers’ Agribusiness Consortium (SFAC)—is
to transform fragmented, subsistence agriculture into a sustainable, collectivized, and
commercially viable industry.

Its core target is the socio-economic empowerment of the country's small and marginal farmers
(who make up over 85% of India's agrarian landscape) by turning them into active business
stakeholders or agri-preneurs.



The national mission is executed through five critical, practical mandates:

The Strategic Mission Mandates

1. Scaling Collective Bargaining (Economies of Scale)

The immediate mission is to reverse the structural vulnerability of small landholdings. By
aggregating thousands of isolated farmers into a unified corporate entity, the FPC:

e Lowers Input Costs: Procures bulk inputs (seeds, fertilizers, bio-nutrients, equipment)
directly from manufacturers at wholesale rates, cutting immediate farming expenses by
20% to 30%.

o Elevates Market Leverage: Converts fragmented sellers into bulk suppliers capable
of bypassing predatory local middlemen to negotiate high-value, direct off-take
contracts with major corporate retail chains, processing plants, and global exporters.

2. Moving Up the Agri-Value Chain (From Farming to Processing)

A core component of the national strategy is ensuring that rural communities retain the highest
financial margins of the agricultural life cycle. FPCs are empowered to transition past simple
harvesting to establish and own:

e Primary sorting, grading, testing, and modern packaging systems.

e Scientific warehousing, cold-storage chains, and optimized distribution logistics grids.

e Downstream secondary industrial manufacturing units (such as multi-feedstock
biorefineries, advanced bio-chemical lines, and branded consumer retail products).

3. Fostering Technology & Climate-Resilient Penetration

FPCs serve as the critical pipeline for modernizing rural land management. The mission
emphasizes:

e Drives the deployment of Custom Hiring Centers (CHCs) to give smallholders shared
access to heavy, precision agricultural machinery they could never afford individually.

e Acts as an educational anchor for introducing sustainable, modern farming
techniques—such as smart bio-fertilizer usage, precision drip irrigation, regenerative
agroforestry, and standardized post-harvest management.

4. Unlocking Formal Institutional Credit

Historically, small farmers were excluded from commercial banks due to a lack of individual
collateral. The FPC mission bridges this gap through government-backed mechanisms:

o Funneling direct institutional credit lines and project debt to the corporate entity rather
than vulnerable individuals.

o Deploying state credit catalysts, including matching Equity Grants (up to X15 Lakhs)
to double internal reserves, and structural Credit Guarantee Covers (up to 32 Crores)
via SFAC to insulate lending banks against risk.



5. Institutionalizing Inclusive Growth & Wealth Distribution

Unlike standard private enterprises that consolidate wealth at the top, the foundational mission
of an FPC is strictly cooperative:

o Ensuring that the political sovereignty of the company is fully democratic via the "One
Member, One Vote'" law, eliminating elite capture by passive or heavy capital
aggregators.

e Mandating that captured industrial and manufacturing profits are funneled directly back
to the roots through Patronage Bonuses, proportionally rewarding members based on
the actual volume of feedstock or produce they contributed to the collective.
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Articles of Association (AoA)

PART I — Preliminary

1. Definitions

In these Articles of Association (or Rules and Regulations), unless the context otherwise
requires, the following expressions shall have the meanings assigned to them:

e "The Act" means the Companies Act, 2013, and any statutory modification,
amendment, or re-enactment thereof for the time being in force.

o "The Company' means [Insert Company Name].

e "Producer Company'" means a body corporate having objects or activities specified
in Section 378B of the Act and registered as a Producer Company under the Companies
Act, 2013 (or the corresponding provisions of the Companies Act, 1956).

e "Member' means a person or Producer Institution joining in the application for the
registration of the Producer Company and any person or Producer Institution admitted
as a member after registration in accordance with these Articles.

e "Active Member' means a member who fulfills the minimum criteria of business
patronage and participation as specified in the bye-laws/Articles of the Company.

e "Producer" means any person engaged in any activity connected with or relatable to
primary produce.

e "Primary Produce" means:

o Produce of farmers, arising from agriculture (including animal husbandry,
horticulture, floriculture, pisciculture, viticulture, forestry, forest products, re-
vegetation, bee keeping, and farming plantation products), or from any other
primary activity or cause, or

o Produce of persons engaged in handloom, handicraft, and other cottage
industries,

o Any product resulting from any of the above activities, including by-products,
and

o Any product which is intended to be used for ancillary industries.

e "Producer Institution" means a Producer Company or any other institution having
only producer or producers or Producer Companies as its member or members, whether
incorporated or not, which avails of any of the permissible activities of the Producer
Company.

e "Board" or "Board of Directors" means the collective body of the Directors of the
Company.

o '"Patronage' means the use of services offered by the Producer Company by its
Members through the purchase or sale of commodities, products, or goods, or availment
of mutual assistance services.



o "Patronage Bonus' means the surplus as may be determined by the Board, distributed
to the Members in proportion to their respective patronage.

2. Interpretation

o Singular and Plural: Words importing the singular number shall include the plural
number and vice versa.

e Gender: Words importing the masculine gender shall include the feminine gender.

o Persons/Institutions: Words importing persons shall include individuals, robust
producer institutions, and bodies corporate where legally permissible under the Act.

o Statutory References: Reference to any provision of the Act shall include any
amendment, modification, or substitution thereof.

o [Expressions in the Act: Expressions defined in the Act or any statutory modification
thereof shall, if not inconsistent with the subject or context, bear the same meaning in
these Articles.

3. Applicability of Companies Act, 2013

e Overriding Effect: The Company is governed by the provisions of the Companies Act,
2013. If any provision of these Articles is or becomes inconsistent with any provision
of the Act, the provisions of the Act shall prevail, and these Articles shall be deemed to
be amended modified accordingly.

e Private Company Status: Pursuant to the provisions of the Act, a Producer Company
is deemed to be a Private Limited Company by law, to the extent that its liability is
limited by shares, and it shall not be deemed to be a public company, notwithstanding
its ability to exceed the standard 200-member limit applicable to traditional private
companies.

o Restrictions on Share Transfer: In alignment with the private company character and
the cooperative nature of producer institutions:

o The right to transfer shares is restricted in the manner hereinafter provided.
o The invitation to the public to subscribe for any shares in, or debentures of, the
Company is strictly prohibited.

4. Producer Company Provisions

The Company shall strictly operate within the specialized framework governing Producer
Companies. Specifically:

e Chapter XXIA Framework: The Company shall be governed by Chapter XXIA of
the Companies Act, 2013(comprising Sections 378A to 378ZU, introduced via the
Companies (Amendment) Act, 2020), which explicitly codifies the law relating to
Producer Companies.

e Core Objectives: The objects for which the Company is established must strictly fall
within the ambit of Section 378B of the Act. These include, but are not limited to:

o Production, harvesting, procurement, grading, pooling, handling, marketing,
selling, or export of primary produce of the Members or import of goods or
services for their benefit.

o Processing including preserving, drying, distilling, brewing, venting, canning,
and packaging of produce of its Members.



o Manufacturing, sale, or supply of machinery, equipment, or consumables
mainly to its Members.

o Providing education, mutual assistance, technical services, consultancy
services, R&D, and all other activities promoting the interests of its Members.

o Generation, transmission, and distribution of power, revitalization of land and
water resources, their use, conservation, and communication relatable to
primary produce.
Insurance of producers or their primary produce.
Promoting techniques of mutuality and mutual assistance.

The Circularity Framework: The S5Fs of Biomass &
Production and Allied sectors :

To maximize value retention within your FPC network, member engagement is organized
across five output sectors (The 5Fs). Instead of treating agricultural outputs as single-use
commodities, a circular FPC fractions and processes them into interconnected revenue streams:

1. Food (Primary Crop Agriculture)

o The Sector: High-yield horticulture, vegetable clusters, grain production, and precision
"Soil-to-Plate" nutritional crops and allied sectors

e Circularity Hook: Upstream grading and sorting remove defective produce before
market dispatch. Instead of becoming economic waste, these rejects serve as raw
materials for downstream verticals.

2. Feed (Animal Husbandry & Nutrition)

e The Sector: Silage production, balanced livestock feed formulation, and
poultry/aquaculture nutrition blocks and allied sectors

e Circularity Hook: Crop residues, green wastes, and processed biomass components
(like hemicellulose derivatives) are upcycled into highly digestible animal feed,
returning essential nutrients to local livestock systems.

3. Fiber (Agroforestry & Industrial Hemp/Cotton)

e The Sector: Cultivation of bamboo, sisal, banana fiber, flax, and climate-resilient
cotton varieties and allied sectors

e Circularity Hook: Processing plant stems and lignocellulosic stalks allows the
extraction of cellulose and hemicellulose. The remaining lignin and stalks feed directly
into your material science and advanced carbon manufacturing units.

4. Fuel (Bio-Energy & Refineries)

e The Sector: Compressed Bio-Gas (CBG), Bio-CNG, and liquid advanced biofuels.

e Circularity Hook: High-yield energy crops (like Super Napier grass and bamboo)
combined with animal manure and agricultural wastes enter anaerobic digesters. The
system extracts methane gas for automotive or industrial energy grids, completely
bypassing fossil fuels.



5. Fertilizer (Digestate & Soil Health Regeneration)

e The Sector: Fermented Organic Manure (FOM), Phosphate Rich Organic Manure
(PROM), and bio-enrichments.

e Circularity Hook: The solid and liquid digestate remaining after gas extraction is
processed, granulated, and returned directly to member farmers. This creates a perfect
closed-loop system that cuts chemical input reliance and restores Soil Organic Carbon
(SOCQ).

The Governance Synergy: By structuring member operations to simultaneously address the §
Production F's (Food, Feed, Fiber, Fuel, Fertilizer) via the 5§ Industrial Steps (Farm to
Foreign), your FPC builds a resilient operational blueprint. A drop in commodity food prices
is naturally hedged by industrial bio-fuel off-takes, and waste from the fiber processing unit
serves as the baseline feedstock for organic crop fertilizing.

O
e Cooperative Principles: The ownership, governance, and business model of the
Company shall mirror mutual assistance principles, ensuring that voting rights are
governed strictly on a "one member, one vote" basis (irrespective of shareholding
holding size for individual members), and returns are primarily driven by patronage
rather than capital investment alone.

Part II: Membership Framework

1. Eligibility of Producer Members

This clause defines who can legally apply to become a shareholder. In a Producer Company,
membership is strictly restricted to primary producers.

o Active Producer Status: The applicant must be engaged in an activity connected with
or related to primary produce (e.g., farming, agriculture, biomass aggregation, animal
husbandry).

e Geographic/Operational Area: Clear definition of the operational territory if
membership is localized.

o Land/Asset Requirements: Criteria regarding landholding, lease agreements, or
minimum supply capabilities (if applicable to your model).

e No Conflict of Interest: The applicant must not be running a competing commercial
business that creates a direct conflict.

2. Admission of Members

This outlines the procedural pipeline a prospective member must go through to get their shares
allocated.

o Application Process: Submission of a written application in the prescribed form along
with the initial share application money.

e Board Approval: The Board of Directors holds the ultimate authority to accept or
reject applications based on eligibility criteria.



e Minimum Shareholding: Every member must subscribe to and pay for a minimum
number of equity shares (e.g., at least 10 or 100 shares as determined by the Board) to
establish voting rights.

o Patronage Commitment: A formal agreement to participate in the business operations
(buying inputs or supplying produce) at a minimum defined threshold.

3. Producer Institutions as Members

Because a Producer Company can have both individual producers and institutional producers
(like cooperative societies, FPOs, or federations) as members, this section clarifies institutional
rights.

o Institutional Eligibility: Must be a legal entity or cooperative comprised entirely of
primary producers.

o Authorized Representative: The institution must pass a Board Resolution nominating
a specific individual to act, vote, and execute documents on its behalf.

e Voting Rights: Clarification on voting weight. Under Indian law, if the membership
consists of both individuals and institutional members, voting is typically based
on "One Member, One Vote'" unless the articles specify voting rights based on
patronage/participation.

4. Cessation of Membership

This clause defines how an active membership automatically terminates without punitive
action.

e Voluntary Resignation: Written notice submitted to the Board, subject to the transfer
or surrender of their equity shares.

e Death or Insanity: In the case of an individual member, membership ceases, and
shares/dues are transferred to the registered nominee.

e Loss of Producer Status: If a member ceases to be a primary producer or stops
cultivating/producing entirely, they lose eligibility.

o Inactivity (Patronage Failure): Failure to transact with the company (e.g., no supply
or purchase for two consecutive financial years).

5. Expulsion and Suspension
The punitive mechanism to protect the company from rogue or detrimental member behavior.

e Grounds for Action: Working against the financial or reputational interests of the
company, persistent default on dues, or violating the Bylaws.
e Due Process (Natural Justice):
o Requirement of a written show-cause notice detailing the charges.
o A mandatory minimum period (typically 15 to 30 days) for the member to
submit an explanation or appear before the Board.
e Voting Threshold for Expulsion: Usually requires a special resolution passed by a
two-thirds majority of the Board or members present at a General Meeting.
e Suspension: A temporary holding period where voting and dividend rights are frozen
pending a full investigation.



6. Member Register

The statutory record-keeping requirement to maintain corporate compliance.

Mandatory Fields: Full name, address, PAN/ID, occupation (type of producer), date
of admission, number of shares held, distinct share certificate numbers, and details of
the registered nominee.

Upkeep & Inspection: Maintained at the Registered Office of the company, updated
within a strict timeline (e.g., 7 days from Board approval), and open for inspection by
members during designated business hours.

Key Drafting Check for Producer Companies: Ensure your voting rights clause matches
your structural intent. The statutory default for Producer Companies is One Member = One
Vote, regardless of shareholding size. If you wish to tie voting patterns or bonus allocations
to patronage (the volume of business/produce a member brings to the table), it must be
meticulously detailed in these clauses.

Part I11: Share Capital Framework

1. Authorized Share Capital

This clause establishes the maximum amount of equity capital the company is legally
authorized to raise from its members.

Initial Limit & Structure: Explicitly states the total Authorized Share Capital amount
(e.g.,¥10,00,00) divided into a specific number of equity shares with a fixed face value
(e.g., 100,0 equity shares of 10 each).

Single Class of Shares: Under Section 378Z of the Companies Act, a Producer
Company can only issue equity shares.

Alteration Procedure: Outlines how the authorized limit can be increased in the
future—typically requiring a Board recommendation followed by an Ordinary
Resolution passed by the members at a General Meeting, along with filing the necessary
forms with the Registrar of Companies (RoC).

2. Issue of Shares

This defines how new shares are brought into existence and allocated to eligible members.

Allotment Authority: The power to allot shares is vested entirely in the Board of
Directors, ensuring shares are only issued to genuine primary producers.

Pricing: Shares are always issued at par (face value). They cannot be traded at a
speculative premium.

Allotment Criteria: Shares can be issued against cash or, if explicitly permitted by the
Board, for consideration other than cash (e.g., contribution of land, infrastructure, or
biomass assets by a producer, valued by a registered valuer).



o Patronage-Linked Allotment: Provisions allowing the Board to issue additional
shares to members in proportion to their patronage (the volume of business, raw
material, or supply they contribute to the company).

3. Rights of Members

While conventional companies grant voting weight based on the number of shares owned, a
Producer Company operates on cooperative principles.

e Voting Rights (""One Member, One Vote'"):

o Individual Members: Every individual member has exactly one vote, regardless
of how many shares they hold.

o Institutional Members: If the company consists only of institutional members
(FPOs, cooperatives), voting rights can be tied to their business patronage.

o Mixed Membership: If it is a mix of individuals and institutions, the default is
still one vote per member, unless a patronage-based voting matrix is explicitly
detailed in the Articles.

e Right to Dividend/Withholding: Members have a right to receive a share of the
profits, often split into two categories:

o Limited Return: A standard dividend on equity shares as approved by the Board.

o Patronage Bonus: A return paid out in proportion to the volume of products
bought from or sold to the company.

o Right to Information: The right to inspect books of accounts, minutes of AGMs, and
the member register during specified business hours.

4. Transfer of Shares

Because equity must remain strictly in the hands of active primary producers, open market
transfers are completely prohibited.

o Strict Restrictions: A member cannot transfer their shares to an outsider or a non-
producer.

e Board Approval: Any proposed transfer must be submitted to the Board in writing.
The Board has absolute discretion to approve or reject it.

o Permitted Transferees: Transfers are restricted exclusively to active, eligible primary
producers or existing members, at par value.

o First Right of Refusal: Often requires the departing member to offer shares back to
the company or existing members before any external transfer can be considered.

5. Nomination

A vital clause for agrarian and rural-linked businesses, ensuring seamless succession and
avoiding asset freezes upon a member's death.

e Mandatory Nomination: Every member must nominate a person at the time of joining
or share allotment.

o Nominee Eligibility: If the nominee is a primary producer, they can step directly into
the membership. If the nominee is not a primary producer, they cannot become a
member; instead, they are entitled only to the financial value of the shares.



e Revocation/Change: The member reserves the right to change their nominee at any
time by submitting a fresh nomination form to the company.

6. Transmission of Shares

Unlike a "transfer" (which is a voluntary sale/gift), "transmission" is an involuntary process
driven by operation of law—usually due to death, bankruptcy, or legal insanity.

e Process on Demise: Upon the death of a member, the shares automatically vest in the
registered nominee.

e The Non-Producer Dilemma: If the nominee is not an active producer, the company
must buy back or cancel the shares, paying the nominee the face value (or book value,
whichever is determined by Board policy) along with any unpaid dividends or
patronage bonuses within a fixed period (e.g., 3 months).

e Documentation Required: Clear listing of required proofs (Death Certificate,
Successor Proof, Identity Proof) to execute the transmission in the Member Register
without waiting for complex probate or court succession certificates.

Critical Legal Guardrail: Ensure that your Transfer and Transmission clauses explicitly state
that at no point can shares be transferred to an individual or entity who is not a primary
producer. Allowing a non-producer to hold active voting equity can jeopardize the special
statutory status of a Producer Company during an RoC audit.

Part IV: General Meetings Framework

1. Annual General Meeting (AGM)

The AGM is the mandatory yearly gathering where directors account to the members,
financials are approved, and core strategic decisions are voted upon.

e Timeline: The first AGM must be held within 90 days of incorporation. Subsequent
AGMs must be held every financial year, within 6 months from the closing of the
financial year, with no more than 15 months elapsing between two AGMs.

e Mandatory Agenda Items (Statutory Business):

o Approval of the audited balance sheet, profit and loss account, and the Directors'

Report.

Appointing or ratifying statutory auditors and fixing their remuneration.

Declaration of limited returns (dividends) and patronage bonuses.

Election or appointment of Directors to fill vacancies.

Review and approval of the budget and the operational plan for the upcoming

fiscal year.

O O O O

2. Extraordinary General Meeting (EGM)

An EGM is called to handle urgent, special business that cannot wait until the next scheduled
AGM (e.g., amending the Articles, increasing authorized capital, or handling an emergency
governance issue).



Who can call it:

o The Board of Directors on its own initiative.

o The members via requisition. If a specific threshold of members (typically one-
fourth (25%) of the total voting strength) signs a written request for a
meeting, the Board must convene an EGM within a strict timeframe (usually
within 21 days of receiving the requisition, to be held within 45 days).

3. Notice of Meetings

To ensure transparent governance, all members must be legally notified of an upcoming general
body meeting.

Notice Period: A minimum of 14 clear days' notice must be given in writing to all
members, auditors, and directors. "Clear days" means excluding the day the notice is
served and the day of the meeting itself.

Content Requirements: The notice must explicitly state the place, day, date, and hour
of the meeting. Crucially, it must include an Agenda/Explanatory Statement detailing
the exact business to be transacted.

Delivery Mode: Can be sent physically (registered post/speed post/hand delivery) or
digitally (email/SMS alerts), especially important when dealing with large, distributed
farmer networks or rural biomass aggregators.

4. Quorum

The quorum is the minimum number of voting members required to be physically or virtually
present to make the proceedings of the meeting legally binding.

Statutory Minimum: For a Producer Company under Indian law, the standard quorum
requirement is one-fourth (25%) of the total number of members, unless the Articles
specify a higher percentage.

Adjournment Rule: If a quorum is not present within half an hour from the scheduled
start time, the meeting stands adjourned to the same day, time, and place in the
following week. The clause should specify whether the members present at an
adjourned meeting can constitute a valid quorum for the original agenda items.

5. Voting Rights & The '""One Member One Vote'" Principle

This is the philosophical and legal bedrock of a Producer Company, differentiating it
completely from standard private or public limited companies.

PRODUCER COMPANY VOTING LAW |

|

[ Individual Member A ] --————- > 100 Shares =======> ONE VOTE

[ Individual Member B ] —————-— > 1 Share =======> (ONE VOTE |
Institutional Mem. C] —--——-———- > 500 Shares ======> ONE VOTE (Default)*



e The Principle: Every member has exactly one vote, completely independent of the
size of their shareholding or capital contribution. Equity does not buy political power
in a Producer Company.

e Proxies Prohibited: Unlike conventional corporate entities, voting by proxy is
strictly prohibited in general meetings of a Producer Company. A member must be
personally present to cast their vote.

e *The Institutional Exception (Optional Nuance): While individual-only networks
strictly follow "One Member, One Vote", if your structure includes Producer
Institutions (cooperatives, local FPOs, or aggregated supply clusters) alongside
individual producers, the law allows the Articles to structure voting rights based
on Patronage.

o Example: If an institutional member contributes 40% of the raw
material/biomass supply to a refinery unit, the Bylaws can state that their voting
power is scaled to match that operational participation, protecting large
aggregators from being completely outvoted by non-active or low-volume
members.

o Casting Vote: In the event of a tie on any resolution, the Chairman of the meeting has
a second or "casting vote" to break the deadlock.

Operational Checklist for Rural Networks: If you are managing a widely dispersed
membership (such as rural farmers or regional biomass hubs), physically gathering a 25%
quorum can be a major logistical hurdle. Ensure your Notice and Quorum clauses explicitly
permit and regulate Video Conferencing (VC) and E-voting / Postal Ballot mechanisms to
satisfy statutory compliance seamlessly.

Part V: Board of Directors Framework

1. Composition
This clause outlines the architecture of your leadership team.

e Size Limits: Under statutory law, a Producer Company must have a minimum of 5
Directors and a maximum of 15 Directors.

o Categories of Directors: Your composition will be split cleanly into three distinct
categories to balance grassroots producer representation with corporate expertise:

1. Producer Directors: Elected directly from the pool of active, eligible
individual or institutional primary producer members. They must always form
the clear majority of the Board.

2. Expert / Independent Directors: Appointed to bring specialized operational,
financial, legal, or technical knowledge to the table.

o Interlocking Balance: Ensures that the core producer-member voice is never
structurally overwhelmed by co-opted or independent seats.

2. Election of Directors

The democratic pipeline through which directors claim their seats.



e Nomination Procedure: Any eligible member can be nominated for a board seat,
provided they are proposed and seconded by other voting members. Nominations must
be submitted to the company within a specified window before the AGM.

e Voting Mechanism: Conducted at the Annual General Meeting (AGM) via a secret
ballot or electronic voting system. In alignment with Part IV, the ""One Member, One
Vote" rule applies to election proceedings.

o Disqualifications: A member is disqualified from standing for election if they:

o Have defaulted on any loans or dues owed to the company.

o Fail to meet minimum patronage thresholds (e.g., failed to supply raw material
or biomass) in the preceding financial year.

o Have been convicted by a court of any offense involving moral turpitude.

3. Term of Office

To maintain stability while preventing institutional stagnation.

e Producer Directors: Typically elected for a term of 3 to 5 years, as specified in your
Articles.

e Rotation Policy: To ensure continuity, the Articles should state that a specific
proportion (usually one-third) of the elected producer directors shall retire by rotation
every year at the AGM, but are eligible for re-election if they still meet the criteria.

4. Casual Vacancies

When a seat becomes unexpectedly vacant mid-term due to death, resignation, disqualification,
or extended absence.

e Board Power to Fill: The remaining Board of Directors has the explicit authority to
appoint an eligible individual to fill the casual vacancy.

e Tenure of Casual Appointee: The person so appointed shall hold office only up to
the date of the next upcoming AGM, where their appointment must either be ratified
by the general membership through an election or a replacement must be chosen.

5. Removal of Directors

The accountability mechanism for directors who fail to fulfill their fiduciary duties.

e Grounds for Removal: Continuous absence from three consecutive board meetings
without obtaining a formal leave of absence, acting against the financial or operational
interests of the company, or breaching confidentiality.

e Due Process: Requires a comprehensive written show-cause notice sent to the director
in question, granting them a minimum of 14 days to submit a written representation or
request a personal hearing.

e Voting Threshold: A director can be removed before the expiry of their term by
an Ordinary Resolution passed by a majority of the members present and voting
at a General Meeting (AGM or EGM).

6. Expert Directors



Co-option Power: The Board can co-opt or invite experts in fields like agronomy,
supply chain logistics, legal compliance, or circular economy engineering to sit on the
Board.

Statutory Cap: Under Section 378P, Expert Directors cannot exceed one-fifth
(20%) of the total number of directors on the Board.

Voting Status: Expert directors can advise, guide, and vote on operational board
resolutions, but they cannot vote in the election of the Chairman or stand for election
as the Chairman themselves.

7. Women Directors (Minimum 33%)

This is a highly progressive governance inclusion that goes significantly beyond standard
baseline regulatory minimumes.

The Mandate: At all times, not less than 33% (one-third) of the total strength of the
Board must consist of women directors.
Sourcing Diversity: This threshold can be met through a combination of:
o Women Producer Directors: Actively recruiting and electing women farmers,
aggregators, or business owners from within your membership pool.
o Women Expert/Independent Directors: Appointing corporate or technical
female leaders to fulfill the expert quotas.
Transition & Cure Period: If a woman director resigns or vacates her seat, creating a
deficit below 33%, the Board must fill that specific casual vacancy with another
qualified female director within 3 months or by the next board meeting, whichever is
later.

8. Independent Directors (Minimum 33%)

To ensure impartial oversight, robust audit compliance, and investor confidence.

The Mandate: Not less than 33% (one-third) of the Board must be independent
directors who have no material, pecuniary, or direct personal relationship with the
company, its promoters, or its major supply chain partners.

Role in Committees: Independent directors are vital if the company establishes
internal governance committees, such as the Audit Committee or the Nomination and
Remuneration Committee. They should serve as the chair or form the majority of
these specific panels.

Term Limits for Independents: Unlike producer directors, independent directors are
typically appointed for a fixed term of up to 5 consecutive years and should not be
subject to retirement by rotation.

Practical Board Architecture Scenario: If you structure a standard 12-member Board to fit
your explicit criteria:

8 Seats: Producer Directors (Ensuring the statutory producer majority).

2 Seats: Expert Directors (Max allowed under the 20% legal cap).

2 Seats: Independent Directors (Satisfying corporate governance balance).
Cross-Cutting Mandate: Out of these 12 individuals, at least 4 must be women to
cleanly satisfy your 33% female leadership requirement.



Part VI: Governance Structure Framework

1. Executive Officers (The C-Suite)

Chairman

The Chairman represents the Board and ensures that the company adheres to its long-term
vision, core cooperative principles, and strategic mandates.

Appointment: Elected by the Board of Directors from among the elected Producer
Directors. Expert and Independent Directors are legally ineligible to hold the office of
Chairman.

Role & Authority: Presides over all Board Meetings and General Meetings
(AGMS/EGMs). In the event of an equal tie on any vote, the Chairman holds the
casting/tie-breaking vote.

Non-Executive Nature: The role is typically non-executive, focusing on governance
oversight, board cohesion, and member-relation alignments.

Managing Director (MD) & Chief Executive Officer (CEO)

The MD/CEO is the highest executive authority in the company, responsible for day-to-day
operations, business growth, and P&L (Profit and Loss) performance.

Appointment: Appointed by the Board. Unlike traditional companies, the CEO of a
Producer Company is an ex-officio Director of the Board. They do not retire by rotation.
Statutory Role: Under Section 378W of the Companies Act, the CEO is entrusted with
substantial powers of management. They are responsible for corporate compliance,
executing the strategic business plan, maintaining proper books of accounts, and
signing formal contracts on behalf of the company.

Qualifications: Must be a seasoned corporate professional with proven experience
managing large-scale agribusinesses, industrial processing units, or bio-refineries.

Chief Operating Officer (COO)

The COO manages the execution architecture, ensuring the physical business model functions
seamlessly.

Core Responsibilities: Oversees day-to-day operational mechanics—specifically raw
material/biomass aggregation networks, supply chain logistics, plant operations, quality
control, and regional field infrastructure.

Reporting: Reports directly to the MD & CEO, providing real-time data on processing
efficiency, input logistics, and operational challenges.

Chief Financial Officer (CFO)

The guardian of fiscal discipline, capital allocation, and financial risk mitigation.



e Core Responsibilities: Manages treasury functions, capital expenditure (CapEXx)
modeling, operational budgets, working capital cycles, and debt/equity fundraising
compliance.

e Audit Liaison: Works hand-in-hand with the Audit Committee and statutory auditors
to guarantee that accounting practices comply perfectly with institutional and legal
mandates.

Company Secretary (CS)

o Statutory Threshold: Under Indian corporate law, if the paid-up share capital of the
Producer Company exceeds the statutory threshold (currently X5 Crores), appointing a
full-time, qualified Company Secretary (ICSI member) is mandatory.

o Core Responsibilities: Ensures absolute legal compliance with the Companies Act,
manages secretarial audits, maintains statutory registers, drafted minutes of Board and
General Meetings, and serves as the legal bridge between the Board and the Registrar
of Companies (RoC).

2. Board Committees

To ensure deep oversight without clogging the regular board meetings, the Board delegates
specific functions to specialized committees. Each committee must operate under a formal,
written Charter approved by the Board.

+---- +
| BOARD OF DIRECTORS |
+t--— +t-—-— +
|
+---—- +---—-—= +
| | |
te—————- Vo—————— + te—————= Vo—————= + to————— Vo—————= +
l AUDIT | | PROCUREMENT & | | ESG |
l COMMITTEE | | TENDER COM. | | COMMITTEE |
+--— + +t--—— + +t--—- +

Procurement & Tender Committee

Crucial for an organization handling large industrial equipment setups, high-volume
feedstock/biomass sourcing, or infrastructure engineering contracts.

o Composition: Composed of 3 to 4 members, combining technical experts (e.g., Expert
Directors or the COO) and independent oversight.
e Mandate & Thresholds:
o Reviews, evaluates, and awards contracts for capital procurement above a pre-
defined financial threshold (e.g., all tenders exceeding %25 Lakhs).
o Ensures a completely transparent, multi-bidder tendering process to eliminate
leakage, cronyism, or inflated vendor pricing in the supply chain.
o Establishes strict quality and delivery benchmarks for feedstock supply and
equipment installation.



ESG (Environmental, Social, & Governance) Committee

This highlights the company's commitment to the circular economy, sustainable carbon
management, and rural stakeholder equity. This committee is vital for attracting global impact
investors and green finance.

Composition: Must feature at least one Independent Director and include a mix of
Producer and Expert Directors.
Mandate:

o

Environmental: Tracks, measures, andaudits the company’s net carbon
footprint, greenhouse gas (GHG) mitigation, soil health restoration indices, and
waste-to-energy conversion efficiencies.

Social: Ensures fair and equitable pricing models for primary producer
members, verifies safe rural labor conditions, and assesses community-level
economic impact.

Governance: Monitors whistle-blower mechanisms, anti-corruption policies,
and corporate transparency metrics.

Audit Committee

The ultimate internal financial defense mechanism, ensuring absolute fiscal transparency and
investor safety.

Composition: Minimum of 3 Directors. To align with high-level corporate
governance, Independent Directors must form the absolute majority (at least
66%) of this committee, and the Chair must be an Independent Director with strong
financial/accounting literacy.

Mandate:

@)
@)

Oversight of the company’s financial reporting process and disclosure practices.
Recommends the appointment, re-appointment, and replacement of statutory
and internal auditors to the Board, along with their fee structures.

Reviews the quarterly and annual financial statements with management before
formal submission to the full Board.

Evaluates the internal financial control systems, risk management frameworks,
and looks into any instances of financial irregularities or structural defaults.

Design Takeaway for Scale: By hardcoding the Procurement & Tender Committee and
the ESG Committee directly into your constitutional bylaws, you signal to major commercial
banks, international carbon-credit registries, and institutional infrastructure funds that the
organization is insulated against the classic governance pitfalls of traditional rural cooperatives.

Part VII: Business Activities & Objects Clause

The primary, incidental, and financial objects for which the Company is established are
structured across the entire circular economy value chain:

1. Upstream: Feedstock Cultivation & Biomass Aggregation



To engage in, facilitate, or promote the sustainable cultivation, harvesting, and primary
procurement of specialized energy crops and biomass, including but not limited to:

e Energy Crops: Cultivation and production of Super Napier grass, bamboo,
specialized industrial hemp, energy sorghum, and any other high-yield lignocellulosic
energy crops.

e Agroforestry & Carbon Sinks: Development of biophilic agroforestry models,
multi-tier cropping, silviculture, and the cultivation of food, fiber, fuel, fertilizer, and
feed crops as determined by the Board from time to time.

o Farmer Aggregation & Pooling: Establishing decentralized rural networks for
aggregation, pooling, grading, and buying back biomass from individual producer-
members, cluster farms, and co-operatives.

Integrated Biorefinery Inflow and Outflow Lifecycle. Source: john dory / Getty
Images

2. Midstream: Supply Chain, Logistics & Processing Infrastructure

To build, own, lease, operate, and manage integrated post-harvest and industrial processing
infrastructure:

o Warehousing & Preservation: Setting up state-of-the-art warehouses, scientific
storage silos, cold chains, and fulfillment centers for agricultural produce and
processed bio-derivatives.

o Logistics & Fleet Operations: Operating specialized bulk logistics, feedstock
transportation systems, compressed gas dispensing/distribution setups, and supply-
chain tracking networks.

3. Downstream: Bio-Energy & Refineries

To establish and operate industrial scale multi-feedstock bio-refineries and processing
facilities for:

e Compressed Bio-Gas (CBG) & Bio-CNG: Production, purification, compression,
bottling, distribution, and commercial retail of Compressed Bio-Gas (CBG), Bio-
CNG, and purified methane gas for commercial, automotive, and industrial fuel grids.

o Bio-Fertilizers & Soil Health: Processing, enriching, granulating, and packaging
solid and liquid fermented organic manure (FOM), phosphate-rich organic manure
(PROM), and other specialized biological soil-health conditioners derived from
anaerobic digestate.

Biomass Fractionation and Advanced Bio-Chemical Value
Chain. Source: ResearchGate

4. Advanced Bio-Chemicals & Material Science

To extract, fractionate, refine, manufacture, and commercialize high-value materials and
biochemical intermediates from lignocellulosic biomass:



o Biomass Fractionation: Extraction and processing of plant-based polymers,
including industrial-grade lignin, crystalline and amorphous cellulose,
and hemicellulose.

e Bio-Chemicals & Bioplastics: Production of green solvents, organic acids, platform
bio-chemicals, and bio-resins.

e Advanced Carbon Materials: Processing biomass into high-purity hard
carbon anodes for next-generation sodium-ion or lithium-ion batteries,
manufacturing activated carbon for advanced water-purification and gas-separation
systems, and engineering specialized material sciences for energy storage
applications.

5. Sustainability, Carbon Markets & Climate Services
To internalize, quantify, and monetize the environmental benefits of the circular ecosystem:

e Carbon Dioxide (CO2) Capture: Designing and operating carbon capture,
purification, liquefaction, and utilization (CCU) setups to process biogenic CO2
emitted during anaerobic digestion or industrial processing for application in food,
beverage, or industrial chemical sectors.

e Carbon Credit Monetization: Validating, registering, issuing, and trading carbon
offsets, voluntary carbon credits, greenhouse gas reduction certificates, and
environmental attributes across global registries.

o Climate Services: Providing consulting, precision agronomy, environmental impact
mapping, and soil-carbon sequestration verification services.

6. Marketing, Trade & Corporate Expansion
To commercialize products and scale corporate infrastructure domestically and globally:

e Global Trading: Engaging in domestic wholesale/retail marketing, institutional B2B
supply, and international exports of food, fuels, green fertilizers, specialty chemicals,
and advanced carbon components.

e Subsidiary & Corporate Structuring: Power to incorporate, promote, invest in, or
acquire wholly-owned or partly-owned subsidiaries, joint ventures, special purpose
vehicles (SPVs), and partner with other Farmer Producer Organizations (FPOs) or
Farmer Producer Companies (FPCs) to establish regional hubs and large-scale
industrial projects.

7. Capital Architecture & Financial Powers

To fuel these multi-tier industrial activities, the Company is explicitly authorized by its
members to deploy a diverse array of financial instruments:

o +
| CAPITAL ACQUISITION PIPELINE |
o +
l [ GRANTS / SUBSIDIES ] ---> State & Central Circular Bioeconomy Funds|
l [ DEBT FINANCING ] ---> Institutional Project Loans & Working Cap|
| [ MEZZANINE EQUITY ] ---> Impact Investors & Private Equity (PE) |
| [ PUBLIC MARKETS ] ---> SME Listing / Mainboard Public Equity |



e Debt & Credit Instruments: Raise capital via term loans, working capital facilities,
external commercial borrowings (ECBs), project finance, issues of secured or
unsecured non-convertible debentures (NCDs), commercial paper, or institutional
credit lines.

o Fiscal Incentives: Apply for, secure, and deploy fiscal grants, viability gap funding
(VGF), financial subsidies, and developmental assistance programs provided by State
and Central Governments (e.g., SATAT, central bioenergy schemes).

o Public Markets & Capital Listing: Power to issue public equity shares, raise capital
through public listings on recognized stock exchanges (including specialized SME
platforms or mainboard exchanges), or launch institutional placement programs,
subject to regulatory modifications under Section 378 and SEBI guidelines.

Drafting Note on Legal Alignment: By listing advanced downstream chemical and battery
materials directly alongside primary farming aggregation, your Objects clause creates a
perfect legal bridge. It ensures that your FPC can capture the massive profit margins of high-
tech manufacturing while legally passing back those dividends and patronage bonuses to your
primary producer-members at the grassroots level.

Part VIII: Procurement and Tendering Framework

1. Competitive Procurement

This clause mandates that all capital expenditure (CapEx) and operational procurement (OpEx)
above defined financial thresholds must be executed through competitive market dynamics
rather than discretionary spending.

e Threshold-Based Protocols: The Board shall establish a clear tier system for
purchases:

o Direct Purchase: Low-value, routine operational inputs under a set limit (e.g.,
up to ¥50,000) can be approved directly by executive management based on
localized market pricing.

o Quotations Matrix: Mid-value purchases (e.g., 50,000 to ¥5,000,000) require
a minimum of three independent, written, and verified competitive
quotations from qualified vendors.

o Formal Tendering: Any major capital purchase, infrastructure contract, or long-
term supply agreement exceeding a designated threshold (e.g., greater than
%5,000,000) must undergo a formal, public or restricted tendering process
managed by the Procurement & Tender Committee.

o Standardization of Specifications: All requests for proposals (RFPs) and tender
documents must define completely objective, non-vendor-specific technical
specifications (e.g., specific moisture levels for biomass, throughput capacity for
machinery) to ensure a level playing field.

2. Transparent Bidding

To guarantee absolute integrity in the allocation of corporate capital and contracts, the bidding
pipeline must be fully auditable and insulated from manipulation.



Dual-Envelope System: All major technical or infrastructure tenders must utilize a
two-stage evaluation system:

1. Envelope 1 (Technical Bid): Evaluated purely on the vendor’s financial
stability, engineering capacity, past performance, and compliance with
specifications.

2. Envelope 2 (Commercial Bid): Opened only for those bidders who successfully
pass the technical evaluation criteria.

E-Tendering Default: To prevent localized collusion or tampering with physical bid
boxes, the company shall mandate the use of secure, timestamped digital e-tendering
platforms where bids are encrypted until the formal, recorded opening time.

Public Openings & Minutes: Bids must be opened at a pre-disclosed time by the
Procurement Committee. Minutes detailing the names of bidders, bid amounts, and any
rejections must be formally signed and archived for internal and external audit tracking.

3. Related-Party Safeguards

In farmer-owned structures, it is incredibly common for directors, members, or their immediate
families to own local transport fleets, land, warehouses, or equipment. This clause sets up strict
firewalls around these Related Party Transactions (RPTs) to prevent capital siphoning.

Definition of Related Parties: Aligned with Section 2(76) of the Companies Act, this
includes directors, key managerial personnel (KMP), their relative networks, and any
firms or private companies where a director holds a material stake or interest.
The Arm's Length Principle: Any transaction with a related party (e.g., leasing land
from a director for a collection center, hiring a member's transport company) must be
executed on an "Arm's Length Basis'"'—meaning the terms, pricing, and conditions
must be identical to what the company would obtain from an entirely unrelated third-
party vendor in the open market.
Approval Gateways:
o All related-party transactions must receive prior review and written approval
from the Audit Committee.
o If a transaction exceeds a specific financial limit, it cannot be approved by the
Board alone; it must be brought to the general body of members for approval
via an Ordinary Resolution.

4. Conflict of Interest Declarations

This clause forces absolute personal transparency from the leadership team, establishing a
proactive culture of disclosure.

Annual General Disclosure: Every Director and Key Managerial Person (KMP) must
submit a formal, written declaration at the first Board Meeting of every financial year
(under Form MBP-1 or its equivalent) disclosing their shareholdings, directorships,
partnerships, or interests in any external entities or businesses.
Transactional / Specific Disclosure: If a matter, contract, or potential vendor
agreement is brought before the Board or a committee, and a director has a direct or
indirect personal or financial interest in that specific entity:

o The interested director must immediately disclose the nature of their interest

to the meeting.
o The disclosure must be formally recorded in the minutes of the meeting.



e Mandatory Recusal (The Voting Ban):

o +

| CONFLICT OF INTEREST FILTER MATRIX

o +
[ Step 1: Matter Arrives ] -> Vendor bid or asset lease contract.

|

|

[ Step 2: Interest Check ] -> Does Director X have a family or |
financial tie to this wvendor?

|

[ Step 3: Mandatory Action] -> Formally record interest in minutes. |

1
2. Director X leaves the room.
3. NO VOTING OR INFLUENCE ALLOWED. |

An interested director is completely legally barred from participating in the discussion,
influencing the evaluation, or voting on that specific resolution. They must physically recuse
themselves from that segment of the meeting, and their presence cannot be counted toward the
quorum for that specific item of business.

Audit & Compliance Integration: Ensure that your Audit Committee Charter explicitly
requires a separate, annual Procurement Audit Annexure. This document cross-references
the Member and Director Registers with the vendor payment ledger to verify that no
unauthorized, un-disclosed, or non-arm's-length payments slipped through the cracks during
the operating year.

Part IX: Finance and Accounts Framework

1. Books of Account

The company must maintain accurate, transparent, and fully auditable financial records to track
its industrial and cooperative activities.

e Statutory Requirement: In accordance with the Companies Act, the company must
maintain proper books of account at its Registered Office. These records must give a
true and fair view of the state of affairs of the company.

e Double-Entry Accrual System: Records must be kept strictly on an accrual
basis utilizing a double-entry bookkeeping system. Cash-basis accounting is
prohibited.

e Segment Reporting & Asset Classification: Because the business spans multiple
distinct verticals (e.g., downstream high-tech manufacturing vs. upstream biomass
procurement), the accounting framework must implement strict segment reporting.
This tracks:

o Patronage Transactions: Meticulous mapping of purchases/supplies from
individual producer-members to calculate accurate patronage bonuses.

o Industrial  Outflows: Separate  cost-accounting centers for refinery
operations, CO2 utilization units, and material processing lines.

e Preservation Period: All financial books, vouchers, receipts, and supporting
documents must be preserved in good order for a minimum period of 8 financial years.

2. Banking Operations



Securing and regulating cash management, liquidity, and payment processing systems.

e Bank Account Mandate: All corporate funds must be deposited into accounts opened
in the name of the company with Scheduled Commercial Banks or RBI-approved
financial institutions.

e Multi-Tier Signing Authority: To eliminate risk and prevent unauthorized capital
flight, the Board shall establish a clear, sliding-scale Delegation of Financial Powers
(DoFP) matrix for bank operations:

|Transacti0n Threshold ||Required Signatories

Routine / Low-Value (e.g., up to
Z1,00,000)

Mid-Value Operations (e.g.,
Z1,00,000 to Z10,00,000)

High-Value / CapEXx (e.g., greater || Jointly by the MD & CEO and a designated Producer
than Z10,00,000) Director authorized by the Board.

Jointly by the CFO and the COO/Designated Manager.

Jointly by the MD & CEO and the CFO.

e Electronic Payment Default: All vendor payouts, member dividends, and patronage
settlements must be processed via verifiable electronic means (NEFT, RTGS, IMPS,
or direct bank transfer). Cash payments above the statutory income-tax limits are
strictly barred.

3. Statutory Audit

External, independent validation to ensure regulatory compliance and provide absolute investor
comfort.

e Annual Appointment: Every AGM must appoint a qualified, independent Chartered
Accountant (or firm of Chartered Accountants) holding a valid peer-review certificate
to serve as the Statutory Auditor of the company.

e Auditor Rotation: To maintain absolute investigative independence, the statutory
audit firm must be rotated out after serving a maximum of two consecutive terms of 5
years (a total of 10 years).

e Reporting Timelines: The auditor must examine the balance sheets and profit & loss
statements, issuing an Audit Report along with an opinion on internal financial
controls at least 21 days prior to the date of the AGM, allowing for distribution to all
members.

4. Internal Controls

The proactive checks, balances, and firewalls built directly into daily software and operational
systems.

e Internal Audit Function: The Board, upon recommendation of the Audit Committee,
shall appoint an independent Internal Auditor to conduct ongoing, concurrent testing
of corporate procedures, inventory reconciliations, and financial systems.



o Enterprise Resource Planning (ERP) Implementation: To bridge decentralized field
aggregation with central accounting, the company shall deploy an institutional-grade
ERP platform featuring:

o Strict, role-based user access logs.
o Automated automated 3-way matching for procurement (matching the Purchase
Order to the Goods Received Note and the Vendor Invoice).

o Physical Verification Protocols: Mandating fixed, periodic physical verification of all
raw material storage, biomass warehouses, chemical inventories, and fixed plant assets,
with any discrepancies immediately reported to the Audit Committee.

5. Borrowing Powers

Defining how the company can leverage debt to build infrastructure, fund CapEx, or secure
working capital.

e Board Authority: The power to borrow funds is vested in the Board of Directors.
However, the general body of members must pass a Special Resolution setting an
absolute Aggregate Borrowing Limit (e.g., up to 5 times the paid-up capital and free
reserves).

e Diverse Debt Instruments: The company is fully empowered to secure debt via term
loans, working capital lines, letters of credit, bank guarantees, External Commercial
Borrowings (ECBs), or by issuing secured/unsecured non-convertible debentures
(NCDs).

e Charge Creation: The Board is authorized to mortgage, pledge, or hypothecate the
company’s physical assets (land, machinery, fleets, inventories) to secure these credit
facilities, subject to prompt registration of the charge with the Registrar of Companies
(RoC).

6. Investments & Surplus Funds deployment

Ensuring corporate treasury assets are managed with maximum prudence and that structural
capital is deployed strategically.

e Surplus Capital Management: Any temporary surplus cash not immediately required
for operations cannot be risked in highly speculative equities. It must be deployed safely
by the CFO in:

o Fixed deposits with scheduled commercial banks.
o Government securities, treasury bills, or highly rated liquid debt mutual funds.

o Strategic Investments & Inter-Corporate Cooperation: To build out your vision of
a fully integrated circular ecosystem, the Board has the explicit authority to invest
surplus capital, purchase equity, or provide corporate guarantees to:

o Form wholly-owned or partly-owned strategic subsidiaries (e.g., a specialized
marketing or chemical export arm).

o Invest in or co-fund other Farmer Producer Companies (FPCs) or Federations
to expand regional biomass sourcing clusters and scale input efficiencies.

o Enter into joint ventures or special purpose vehicles (SPVs) for large-scale
renewable infrastructure, carbon capture plants, or green fuel grids.

Treasury Guardrail: Ensure that your Surplus Funds clause explicitly notes that while
investing in downstream subsidiaries or peer FPCs is highly encouraged for strategic



integration, under no circumstances can the company's core capital be lent to or invested
in an un-related private or public commercial enterprise that does not align with the
primary objects of Section 378B.

Part X: Patronage Bonus and Member Benefits
Framework

1. Patronage Bonus

This clause defines how the surplus generated from your biorefineries and advanced materials
processing is distributed back to the members based on their operational participation.

e Definition of Patronage: The volume, weight, or value of primary produce (e.g., Super
Napier grass, bamboo, biomass) supplied by a member to the company, or the value of
inputs (e.g., bio-fertilizers, animal feed) purchased by a member from the company
during a financial year.

e Mechanism of Allocation: After meeting all operational expenses, setting aside
statutory reserves, and accounting for depreciation, the remaining surplus (retained
earnings) can be distributed as a Patronage Bonus.

e Non-Share-Based Equity: This bonus is calculated as a direct proportion of the
individual member's transaction volume.

Individual Patronage Bonus=(Total Biomass Received by Company (Tons)Biomass Supplied
by Individual Member (Tons))xTotal Allocated Patronage Pool (%)

e Mode of Payment: The Board may choose to distribute the patronage bonus in cash,
electronic bank transfer, or by issuing fully paid-up equity shares (bonus shares) to
the members, thereby increasing their investment in the company without draining cash
reserves.

2. Limited Return (Dividends)

To balance patronage-based rewards with fair compensation for those members who have
invested higher upfront capital into the company.

e The Principle of Limitation: Under Section 378Z of the Companies Act, a Producer
Company can pay a dividend on its equity share capital, but it is termed a "Limited
Return" to prevent speculative profit-seeking.

e Board Recommendation: The rate of Limited Return is recommended by the Board
of Directors based on financial health and must be formally approved by the members
at the AGM.

o Cap on Returns: The Articles may establish a reasonable ceiling (e.g., a maximum of
12% to 15% per annum on the face value of the shares) to ensure that excess profits are
continuously re-invested into the business or diverted to the Patronage Bonus pool
rather than enriching passive capital owners.



3. Member Incentives

Proactive, operational reward systems designed to drive quality, efficiency, and climate-
positive farming practices in your upstream network.

Quality and Yield Premiums: The Board is empowered to design incentive structures
that pay cash bonuses above the baseline market price for biomass that exceeds specific
technical benchmarks (e.g., lower moisture content, higher cellulose density, or
optimized brix levels in energy crops).

Precision Agronomy & Input Adoption: Discounts or rebates provided to members
who purchase the company’s enriched bio-fertilizers, solid/liquid fermented organic
manure (FOM), or biological crop protection inputs.

Carbon Sequestration Incentives: A specialized incentive program funded directly
by your downstream Carbon Credit monetization. Members who verifiably
implement low-tillage, biophilic agroforestry, or regenerative farming methods that
increase soil organic carbon (SOC) receive a direct "Climate Premium" payment per
acre.

4. Community Development Funds

This clause institutionalizes your commitment to the "One Health" philosophy and local
stakeholder equity, ensuring a portion of industrial success directly upgrades the rural
ecosystem.

Statutory Allocation: The company shall establish a dedicated Community
Development Fund (or General Reserve allocation) into which a fixed percentage of
the company’s net annual surplus (e.g., 2% to 5%) is mandatorily moved.

Permitted Utilization: This fund cannot be distributed to individual members. It must
be deployed for collective community infrastructure and welfare initiatives within your
operational clusters, including:

o Soil & Water Security: Funding local check-dams, community rainwater
harvesting structures, and free regional soil-testing laboratories to monitor long-
term land health.

o Capacity Building & Infrastructure: Setting up rural training centers for
precision bio-farming, safe waste handling, and modern agroforestry
techniques.

o Health & Wellness: Implementing local health clinics, veterinary support
programs for livestock, and clean drinking water units in the villages
surrounding your biomass collection hubs and CBG refinery units.

____________________________________________________________________ +
ANNUAL NET SURPLUS ALLOCATION |
____________________________________________________________________ +
| |
[1] Statutory Reserves —------ >| Mandated by Law (Min 10%)
[2] Limited Return ---------- >| Capped Dividend on Share Capital
[3] Community Dev. Fund ----- >| 2-5% for Regional/One-Health Projects]|
[4] Patronage Bonus —-—---—--——-— >| Remainder Split by Supply Volume
____________________________________________________________________ +



Tax & Accounting Alignment: Keeping the Patronage Bonus structurally separated from the
Limited Return is critical. Under Indian Income Tax frameworks, a Patronage Bonus can often
be accounted for as an operational business expense (additional price paid for raw materials)
or a rebate on inputs, which may optimize the company's corporate tax liability compared to a
standard post-tax dividend distribution.

Part XI: Corporate Governance Framework

1. Non-Political Character

To insulate the company's business assets, supply chains, and farmer networks from political
volatility and fractional local interests.

Absolute Neutrality: The company shall maintain a strictly non-political character. It
shall not align with, endorse, or financially support any political party, faction, or
candidate.

Prohibition of Corporate Funds: Under no circumstances shall corporate funds,
properties, infrastructure, or logistics fleets be donated, leased, or utilized for political
campaigns, rallies, or partisan promotional activities.

Board Disqualification: No individual holding an active, elected political office (from
local Gram Panchayat leaders to state or central legislators) shall be eligible to be
appointed or continue as a Director, CEO, or Key Managerial Personnel (KMP) of the
company.

Neutral Infrastructure: Biomass collection hubs, warehouses, and refinery sites must
remain strictly neutral spaces, free from political flags, banners, or partisan organizing.

2. Corporate Transparency & Disclosures

Ensuring that all stakeholders—from grassroots farmer-members to institutional investors—
have access to clear, timely, and unmanipulated data.

Proactive Disclosure: The company shall publish its audited annual financials,
operational performance data, and major board decisions on a dedicated, accessible
public portal or company website.

Bilingual Communication: All critical statutory notices, financial summaries, and
member-benefit allocations must be published in both English and the local regional
language (e.g., Telugu) to ensure true accessibility across your agrarian network.
Material Event Reporting: Any significant event—such as a major technological
disruption at a CBG unit, a new joint venture, or a material related-party transaction—
must be formally documented and disclosed to the Board and relevant regulators within
24 hours.

3. Whistleblower Policy (Vigil Mechanism)

A safe, structural channel for employees, vendors, and farmer-members to report internal
corruption, financial leakages, or safety violations without fear of retaliation.



o Independent Channel: Establishment of a secure, confidential reporting pipeline (via
a dedicated email and physical drop-box) managed directly by the Audit Committee.

o Absolute Retaliation Protection: The bylaws must guarantee complete confidentiality
and protection against dismissal, demotion, harassment, or supply-contract termination
for any individual who files a good-faith report regarding internal malpractice.

o Direct Access to Chair: In exceptional or high-value cases involving top-tier executive
management (such as the CEO or CFO), the whistleblower shall have the legal right to
bypass standard corporate hierarchies and directly approach the Independent
Chairperson of the Audit Committee.

4. Code of Ethics Framework

Setting the mandatory behavioral standards for everyone representing the organization, from
field aggregators to C-suite executives.

o Fiduciary Duty: Directors and officers must act in good faith, with due diligence, and
solely in the best long-term interest of the company and its primary producer-members.

e Anti-Bribery and Fair Dealing: Explicit zero-tolerance policies for bribery,
kickbacks, or facilitation payments to vendors, contractors, or public officials.

e Data and Intellectual Property Protection: Protecting proprietary processing
techniques, biomass fractionation data, and the personal/financial information of your
aggregated farmer network.

5. Sustainability Reporting & ESG Compliance

Transitioning environmental stewardship from a vague philosophy into an institutional, audited
corporate asset.

Bt et +
| ESG PERFORMANCE RADAR |
Bt et +
| [ENVIRONMENTAL] -> Net Carbon Sequestration / Methane Leak Detection |
| [SOCIAL] -> Fair Biomass Pricing / Village Health Index |
| [GOVERNANCE] -> 33% Women Board Quota / Arm's Length Procurement |
Bt et +

o Integrated ESG Standard: The company shall build its corporate metrics around
recognized frameworks like the Global Reporting Initiative (GRI) or Task Force on
Climate-related Financial Disclosures (TCFD) to actively measure its circular economy
footprint.

e Environmental Protocols: Continuous automated tracking and reporting of methane
collection efficiency, biogenic CO2 utilization rates, soil organic carbon (SOC)
regeneration indices across member farms, and water-recycling loops in digestate
processing.

e Social Equity Audits: Regular tracking of individual farmer income growth, safety
metrics at industrial biorefineries, and the localized deployment of the Community
Development Fund.

e Governance Auditing: Annual external verification of board diversity (confirming the
minimum 33% female and 33% independent seats are fully active) and total compliance
with related-party safeguards.



6. Risk Management Framework

A proactive mechanism overseen by the Board to identify, quantify, and mitigate structural
vulnerabilities before they impact the P&L.

o Risk Categorization & Mitigation Matrix: The executive team must maintain a
living Risk Register, reviewed quarterly by the Board, addressing specific operational
frontiers:

Risk Category ||Key Vulnerability ||Structural Mitigation Measure |

Diverse multi-crop sourcing (Napier,
Bamboo,  Agroforestry),  distributed
collection hubs, and long-term supply
agreements.

Seasonal biomass shortfalls,
crop disease, or weather-driven
harvesting delays.

Feedstock /
Supply

Equipment downtime at CBG|[Strict preventative maintenance contracts

Technology & units or efficiency drops in|land hiring certified industrial plant

Industrial

chemical fractionation. operating experts.
. . 1 :_ |[Diversified downstream product mix (hard

Fluctuations in commercial Bio- . . . .

Market & . . |lcarbon,  bio-fertilizers, bio-chemicals)
. CNG pricing or changes in .

Commodity . alongside long-term B2B  off-take

global carbon credit values.

agreements.

Chanees in bioenerey subsidics Strict adherence to PESO (Petroleum and

Regulatory & £ &Y ’|[Explosives Safety Organization)

or gas storage safety compliance

Safety hazards.

guidelines, handled by a full-time
compliance team.

Investor Alignment Note: Hardcoding these exact elements—especially an independent
Whistleblower policy, a formal Risk Register, and verified ESG metrics—directly into your
constitutional framework changes how institutional financiers view your FPC. It elevates the
organization from a standard rural co-operative to an institutional-grade "Green Corporate"
entity, vastly accelerating your timeline for global climate funds and eventual public listing.

Part XII: National and International Operations
Framework

1. Operations Throughout India

This clause establishes the company's legal mandate to conduct its primary, industrial, and
commercial operations without geographic restrictions within the Union of India.

o Inter-State Sourcing and Sales: The company is fully authorized to aggregate
biomass, establish collection networks, lease agricultural land, and market its finished
bio-products (CBG, specialized fertilizers, bio-chemicals) across all states and union
territories.

e Regulatory Harmonization: The executive management is empowered to comply
with varied state-level policies, including local Non-Agricultural Land Assessment



(NALA) conversions, state pollution control board (SPCB) clearances, and regional
grid-injection approvals for renewable energy.

2. Branch Offices & Regional Hubs

To support multi-state expansion, the Board requires decentralized administrative control.

o Establishment Authority: The Board of Directors holds the explicit power to
establish, operate, or close branch offices, administrative centers, liaison offices, and
retail dispensing points anywhere inside or outside India as required by business
volume.

e Local Management Delegation: Each regional branch may operate under a localized
management tier overseen by the central C-suite (CEO/COOQ), ensuring operational
agility while maintaining strict alignment with central internal controls and the Audit
Committee.

3. Warehousing & Logistics Grid

Managing physical delivery safety for high-volume feedstock and compressed energy
products.

e Decentralized Infrastructure: Power to set up, buy, or lease a network of
decentralized material collection points, micro-warehouses, bulk storage silos, and
secure gas-bottling terminals.

o Logistics Network: Authority to own, lease, or charter specialized transport fleets
(including cryogenic tanks, high-pressure cascades for Bio-CNG, and heavy biomass
freight trucks) to secure a frictionless supply chain linking rural farm clusters directly
to urban industrial off-takers.

4. Processing Facilities & Bio-Refineries
The legal baseline to build out multi-location manufacturing assets.

e Industrial Infrastructure Development: Power to construct, commission, lease, and
operate heavy industrial processing zones, biomass fractionation plants, CO2 capture
units, and advanced carbon material laboratories.

o Safety & Environmental Compliance: Mandates that every facility adhere strictly to
national industrial baselines, including Petroleum and Explosives Safety Organization
(PESO) guidelines for gas installations and Factories Act provisions for labor safety.

5. Joint Ventures (JVs) & Strategic Alliances

To execute capital-intensive projects, share technology risks, or secure long-term commercial
off-take agreements.

e Statutory Alignment (Section 378ZL): The company may enter into joint ventures,
special purpose vehicles (SPVs), consortiums, or strategic partnerships with any body
corporate, cooperative federation, or technology provider.



The Special Resolution Filter: Under corporate law, entering a formal Joint Venture
or subscribing to the share capital of another body corporate requires a Special
Resolution passed by a three-fourths (75%) majority of the members or through a
recorded postal ballot/e-voting process.

Asset Protection: JV agreements must include explicit ring-fencing provisions to
ensure that the core land, assets, and equity of your primary producer-members remain
fully protected against external partner defaults.

6. Technology Collaborations

Accelerating high-tech downstream manufacturing (lignin extraction, battery-grade hard
carbon, and bioplastics) via global innovation transfers.

Licensing & IP Acquisition: The Board is authorized to negotiate, execute, and fund
licensing agreements, technical know-how transfers, and patent sharing arrangements
with domestic or international research institutes, universities, and engineering firms.
IP Co-Development: The company can invest corporate capital into collaborative
R&D programs, ensuring that any intellectual property co-developed using the
company’s biomass feedstock inputs yields long-term equity or royalty benefits for the
FPC.

7. Export Activities & Global Market Integration

Monetizing high-margin bio-chemicals and voluntary carbon offsets across international
borders.

Global Trading Mandate: The company is fully empowered to register with the
Directorate General of Foreign Trade (DGFT), secure Import-Export Codes (IEC), and
engage in the direct international export of its advanced bio-derivatives, cellulose
compounds, activated carbon products, and battery materials.

Carbon Credit Export & Trading: Explicit authority to interface with international
carbon registries (such as Verra, Gold Standard, or Article 6 mechanisms) to validate,
hold, transfer, and trade carbon credits, green certificates, and environmental attributes
to international buyers, matching global climate fund regulations.

Foreign Exchange Treasury Management: The CFO is authorized to establish
foreign currency bank accounts (EEFC accounts) and implement standard financial
hedging mechanisms to insulate the company's export earnings from foreign exchange
volatility, in compliance with the Foreign Exchange Management Act (FEMA).

[ RURAL FARM CLUSTERS ] ---> Biomass Aggregation (Local India Operations)

[

v
INTEGRATED BIO-REFINERY] -> Tech Collaboration / JV (Special Res.)



| [DOMESTIC GRID] [EXPORT MARKET] [GLOBAL REGISTRY] |
l Bio-CNG / FOM Sales Cellulose / Hard Carbon Voluntary Carbon |
l (National Grid Footprint) (Global Trade / FEMA) (International Pools) |

Legal Guardrail for Global Expansion: While Section 378ZL grants your FPC extensive
corporate flexibility to build downstream subsidiaries and global joint ventures, the core
constitution must reiterate that the voting control of the parent FPC itself can never be
diluted or transferred to a non-producer corporate partner. Your JV partners can hold
equity stakes in specific downstream processing subsidiaries or SPVs, but the democratic
sovereignty of the parent company remains permanently anchored in your "One Member, One
Vote" primary producer network.

Part XIII: Dispute Resolution Framework

1. Scope of Disputes

This framework applies universally to any internal dispute, conflict, claim, or difference arising
out of or relating to the formation, management, business operations, or interpretation of these
Articles of Association among;:

e Members, former members, or persons claiming through them (including nominees of
deceased members).

e Members/Nominees and the Company, its Board of Directors, or its Key Managerial
Personnel (KMP).

e The Company/Board and any current or former Director, Officer, or Executive.

Statutory Scope (Section 378Z-0): For absolute compliance, the scope explicitly includes
claims regarding outstanding debts, defaults on biomass/feedstock supply obligations by a
member, or claims by a member against the company for failing to accept supplied raw
materials.

2. Tier 1: Mutual Discussion & Mediation (Conciliation)

Before triggering formal adversarial legal mechanisms, the parties must exhaust internal, non-
binding dispute resolution channels.

e Good-Faith Negotiations: Upon a dispute arising, the aggrieved party must issue a
formal written Dispute Noticeto the other party and the Company Secretary. The
parties shall first attempt to resolve the matter through direct, friendly consultations
within 15 days of the notice.

o Reference to Mediation/Conciliation: If direct talks fail, the dispute shall be referred
to an internal Grievance and Conciliation Panel appointed by the Board (or the Audit
Committee, if a director is involved).

e Timeline & Independence: The mediator(s) shall act impartially to facilitate a
mutually acceptable settlement. The mediation process must be completed within 30
days of referencing the matter, unless extended by mutual written consent. Any
settlement reached and signed by the parties shall be binding as a conciliation settlement
under the law.



3. Tier 2: Statutory Arbitration

If a dispute cannot be resolved through mutual discussion or mediation within the stipulated
30 days, it shall be mandatorily resolved through binding, private arbitration, which acts as the
deemed statutory consent under Section 378Z-O.

Bt et +
| THE THREE-TIER DISPUTE PIPELINE |
Bt et +
| [ TIER 1: DISCUSSION ] =---> 15-Day Window for Direct Dialogue |
l | |
l v |
| [ TIER 2: MEDIATION ] ---> 30-Day Window via Conciliation Panel |
l | |
l v |
| [ TIER 3: ARBITRATION ] ---> Binding 1-3 Arbitrator Panel under Act '96
l

Bt et +

e Governing Law: The arbitration proceedings shall be conducted strictly in accordance
with the provisions of the Arbitration and Conciliation Act, 1996 (including any
statutory updates or modifications).

e Composition of the Tribunal:

o Routine/Member  Disputes: The tribunal shall consist of asole
arbitrator mutually agreed upon by the disputing parties.

o High-Value / Institutional Disputes: If the parties fail to agree on a sole
arbitrator within 15 days, or if the commercial value of the dispute exceeds a
board-defined threshold (e.g., I50 Lakhs), the tribunal shall consist of three
arbitrators. Each party shall appoint one arbitrator, and the two chosen
arbitrators shall select a third presiding Umpire/Arbitrator.

o Language & Seat: The language of the arbitration shall be English, and the physical
venue/seat of the arbitration shall be fixed at Hyderabad, Telangana, unless otherwise
determined by the Board for specific regional operational branch conflicts.

o Finality: The arbitral award shall be in writing, shall state the reasons upon which it is
based, and shall be final and legally binding on all parties involved. The arbitrator’s
decision regarding whether a dispute properly relates to the "business or management"
of the FPC is legally definitive.

4. Jurisdiction & Legal Recourse

While arbitration replaces standard civil trials, clear legal jurisdictional boundaries must be set
for auxiliary legal interventions (such as seeking interim injunctions or enforcing the final
arbitral award).

o Exclusive Jurisdiction: Subject always to the mandatory arbitration clauses above, the
courts located in Hyderabad, Telangana shall have exclusive jurisdiction over any
legal proceedings, interim reliefs (under Section 9 of the Arbitration Act), or
enforcement mandates arising out of these Articles.

e Severability of the Clause: This Part XIII shall survive the suspension, termination,
cessation, or cancellation of any member's status or shareholding in the company,
ensuring a permanent mechanism for legacy dispute resolution.



Operational Safeguard for Feedstock Continuance: To protect your continuous industrial
biorefinery or CBG production lines from vindictive operational halts, your Arbitration
Clause should feature a mandatory "Continuance of Performance' provision. This states
that while any dispute or arbitration process is underway, all parties are contractually
obligated to continue fulfilling their daily operational duties—meaning farmer aggregators
must continue delivering biomass, and the company must continue processing and accounting
for transactions as normal, preventing a complete logistics freeze.

With Part XIII complete, your comprehensive 13-part constitutional framework is fully
mapped out. It effectively links cooperative grassroots equity with institutional-grade C-suite
governance, high-tech downstream objects, and strict internal risk controls.

Part XIV: Indemnity Framework

1. General Right to Indemnity

Subject to the provisions of the Indian Companies Act, 2013, every Director, Key Managerial
Personnel (KMP), Officer, Auditor, and Employee of the Company shall be indemnified out
of the assets and reserves of the Company against all legitimate liabilities, losses, damages,
costs, and expenses which they may incur or become liable for by reason of:

e Any contract entered into, or act or deed done by them in the proper execution of their
official duties.

e Any bona fide action taken or omitted to be taken on behalf of the company while acting
within the scope of their assigned authority.

2. Specific Coverages by Tier
Directors (Producer, Expert, and Independent)

Protects Board members from personal financial ruin arising from strategic governance or
fiduciary responsibilities.

o Legal Defense Reimbursement: The company shall pay for or reimburse all legal fees,
court costs, and witness expenses incurred by a director in defending any civil, criminal,
or administrative suit arising from their role.

e Regulatory & Third-Party Claims: Covers financial settlements, judgments, or
damages awarded against a director in third-party lawsuits (e.g., vendor disputes,
environmental compliance challenges, or contractual defaults), provided their actions
did not involve intentional fraud.

Key Managerial Personnel & Executive Officers (CEO, COO, CFO, CS)

Protects the operational execution engine handling daily transactions, capital deployment, and
supply logistics.



Operational Execution Cover: Indemnifies executives for liabilities arising from
daily industrial operations, procurement selections, payroll management, and
technology collaboration agreements.

Tax & Statutory Discrepancies: Protects officers against personal penalties levied by
regulatory bodies (such as tax authorites or pollution boards) for systemic corporate
filings, unless caused by deliberate non-compliance.

Employees

Protects field managers, plant workers, and aggregation operators handling hazardous or high-
velocity physical environments.

Field Aggregation & Logistics: Covers employees against liabilities or accidents
occurring during the physical transport, pooling, or handling of bulk biomass, raw
materials, or compressed fuels.

Plant Safety Actions: Protects technical personnel operating downstream refineries or
carbon capture units who execute safety protocols during industrial emergencies,
provided they followed standard operational guidelines.

3. The Good-Faith Filter & Legal Exclusions

To prevent this clause from becoming a safety net for rogue behavior, indemnity must be
strictly governed by an internal validation filter:

[ Legal Action Initiated ] -> Suit brought against a Director or KMP

[

Internal Evaluation ] -> Did the individual act with:
1. Honest intent to serve the FPC?
2. Reasonable business care?

of pocket; must repay

|

[=========\ [=========\ |

I YES I |l NO Il |

\=========/ \=========/ |

| \ |

v v |

FULL INDEMNITY GRANTED INDEMNITY REFUSED |
(Company pays legal costs) (Individual pays out

|

|

any advanced funds)

The Exclusion Clause: No Director, Officer, or Employee shall be entitled to
indemnity if the liability in question was caused by their own:

o Wilful neglect, gross negligence, or deliberate breach of trust.

o Actual fraud, embezzlement, or personal dishonesty.

o Knowing and intentional violation of criminal law.



e The Clawback / Repayment Mandate: The company may advance legal defense
costs to an individual while a case is ongoing. However, if the final judgment of a court
of competent jurisdiction determines that the individual is guilty of fraud, gross
negligence, or dishonesty, all advanced funds must be immediately paid back to the
company by that individual.

4. Directors & Officers (D&O) Insurance

To prevent a major lawsuit from draining the company's operating capital or harming the
financial returns of your primary producer-members, the company should institutionalize
external risk transfer.

e Insurance Authorization: The Board of Directors shall have the explicit power to
purchase and maintain comprehensive Directors and Officers (D&O) Liability
Insurance at the company’s expense.

e Premium Treatment: In alignment with corporate governance standards, the premium
paid on such insurance policies shall not be treated as part of the remuneration or perks
paid to the directors or officers, provided they are not found guilty of fraud or gross
negligence by a court of law.

Bylaw Integration Note: By hardcoding the authority to purchase D&O Insurance right into
your Indemnity clause, you remove any ambiguity regarding whether the Board has the power
to spend corporate funds on executive insurance policies. This single addition makes your FPC
immediately more attractive to high-caliber professional executives and institutional
independent directors.

Part XV: Winding Up Framework

1. Modes of Winding Up

The company may be dissolved or wound up through one of two legal pathways under the Act:

e Voluntary Winding Up: Initiated by the members themselves if the company has
fulfilled its operational purpose, or if the Board determines that the business can no
longer be carried on viably. This requires a Board declaration of solvency followed by
a Special Resolution passed by a three-fourths (75%) majority of the members at
a General Meeting or via a recorded postal ballot.

e Winding Up by the Tribunal (NCLT): Triggered compulsorily by the National
Company Law Tribunal under specific statutory conditions, such as:

o The company defaults on its corporate or environmental compliance
consistently.

o The total number of active primary producer members falls below 10 for a
continuous period of more than six months.

o The company acts against the security, sovereignty, or integrity of India.

2. Distribution of Surplus Assets (The Cooperative Waterfall)



Once a liquidator is formally appointed and all physical refining plants (CBG units, material
laboratories, fractionation lines) and biomass logistics assets are realized into cash, funds must
be disbursed following a strict statutory sequence:

T e it +

| LIQUIDATION WATERFALL DISBURSEMENT |

T e it +
[ STEP 1: LIQUIDATION COSTS ] -> Court, Legal, & Liquidator Fees |
[ STEP 2: SECURED CREDITORS ] -> Institutional Project Debt & Banks

l
l |
l |
l |
| [ STEP 3: EMPLOYEES & LABOR ] -> Salaries, Wages, & Plant Staff Dues |
l |
| [ STEP 4: MEMBER SHARE PAR ] -> Return of Capital at Face Value |
l |
l |

[ STEP 5: SURPLUS PATRONAGE ] -> Split based on Historic Feedstock

1. Costs of Liquidation: Payment of all legal, administrative, and processing expenses
incurred by the Liquidator.

2. Secured Creditors: Settlement of outstanding institutional project debt, commercial
bank lines, and mortgages held against plant machinery.

3. Statutory & Employee Dues: Payment of taxes, local authority rates, and outstanding
salaries or wages owed to plant workers and staff.

4. Return of Share Capital: Payment to the primary producer-members of the nominal
face value of the equity shares they hold in the company.

5. Distribution of Remaining Surplus: If any surplus capital remains affer all shares are
paid back at par, it cannotbe divided up purely based on shareholding size. In
accordance with Producer Company principles, the remaining surplus must be
distributed among the members in proportion to their average business
patronage (the volume of biomass or energy crops supplied) over the preceding three
to five financial years.

3. Strict Compliance with Producer Company Provisions

To guarantee that the wind-up process remains compliant with Chapter XXI-A of the Act, the
following constitutional provisions are hardcoded:

o Disposal of Restricted Grants & Subsidies: Any capital asset or infrastructure
component funded directly by Government subsidies, viability gap funding (VGF), or
circular bioeconomy development grants (e.g., under the SATAT scheme) cannot be
distributed casually to members. The Liquidator must transfer or dispose of such
subsidized assets in direct alignment with instructions from the relevant Ministry or
authority.

e The Non-Producer Buyer Filter: If core operational infrastructure (such as
specialized collection hubs or biomass fractionation equipment) is sold to pay off debts,
the Liquidator must prioritize selling these assets to other peer Farmer Producer
Companies (FPCs), Federations, or Cooperative Societiesto ensure the
infrastructure continues serving the primary agricultural ecosystem.

o Final Dissolution Order: Upon completion of the asset liquidation and final meeting
of members, the Liquidator submits the final accounts to the Registrar of Companies



(RoC) and the Tribunal. The legal existence of the FPC officially terminates only upon
the explicit issuance of a Dissolution Order by the NCLT.

Constitutional Baseline Summary: This final section locks in the ultimate protection for your
members. It guarantees that even in a worst-case corporate exit scenario, the value generated
by the company's asset liquidation is distributed based on the sweat equity and operational
volume of the primary producers who built the feedstock pipeline, rather than rewarding
passive capital aggregation.

Founding Board Architecture Matrix

To ensure absolute clarity for your incorporation filings, your 10 suggested seats map cleanly
into three distinct functional categories:

Seat|Proposed Board
4 Founder Classification Statutory Role & Governance Value
Chairman of the Board. Agri-entrepreneur and
Producer

1 CS Bhaskar . landowner. Cleanly satisfies the legal rule that the
Director . .
Chair must be an active producer-member.

Agri-entrepreneur and landowner. Provides strong
local leadership and commercial alignment for
biomass scaling.

Producer

2 YV Chowdary Director

C MadhavillProducer Agri-entrepreneur and landowner. Anchors the core

5 Devi Director p'roduc'er majority while fulfilling the progressive
diversity mandate.

7 P1 Producer Active primary producer and landowner. Represents
Director localized agricultural/feedstock interests.

3 P2 Producer Active primary producer and landowner. Represents
Director localized agricultural/feedstock interests.

9 P3 Producer Active primary producer and landowner. Represents
Director localized agricultural/feedstock interests.

10 |lpa Producer Active primary producer and landowner. Represents

Director localized agricultural/feedstock interests.




Seat|Proposed Board
4 Founder Classification Statutory Role & Governance Value
Independent Crucial for the Audit Committee chair. Brings
3 Ex-Banker 1 oep immediate institutional creditworthiness and risk-
Director . .
management oversight for project debt.
4 Ex-Banker 2 quependent Strengthens ﬁr}an01al complla}nce, treasury planning,
Director and future capital market/listing preparation.
Ex- Retires from public agricultural service. Brings
6 Government ||[Expert Director ||massive value for navigating state subsidies, NALA
Official land resolutions, and public sector off-take.

4o Stress-Testing the Compliance Requirements

Let's run a strict audit on this 10-member structure against the governance rules we established
earlier:

1. The Producer Majority Rule (Passed)

The Law: The board must be structurally dominated by active primary producers. Co-
opted experts cannot overwhelm the core membership.

Your Structure: You have 7 Producer Directors out of 10 seats (70%). This
comfortably beats the baseline legal requirement and guarantees that control remains
permanently anchored in the primary agricultural ecosystem.

2. Independent & Expert Caps (Passed)

The Law: Expert directors cannot exceed one-fifth (20%) of the board. Independent
oversight should ideally hit 33% for top-tier corporate governance.

Your Structure: Your 1 Expert and 2 Independent directors make up 30% of the board
combined. The single Expert Director (Seat 6) perfectly respects the strict 20% legal
limit under Section 378P.

3. The 33% Women Directors Mandate (Needs Minor Calibration)

The Law: Your governance structure explicitly mandates that a minimum of 33% (one-
third) of the board must be women. For a 10-member board, this mathematically means
you need at least 4 female directors to comfortably clear the threshold.

Your Structure: Currently, C Madhavi Devi is explicitly designated.

The Adjustment: To hit your 33% progressive governance target smoothly from day
one, you simply need to ensure that 3 of your un-named slots (such as one of the ex-
bankers and two of the farmer/agri-preneur slots) are filled by qualified women
founders.

X Next Steps for the Founding Board



To transform this list into a validated, legally recognized corporate board during the upcoming
incorporation process, the executive team will need to compile four standard compliance data
points from each founder:

1. DIN Activation: Every founding member will need a Director Identification Number
(DIN) and a Digital Signature Certificate (DSC) mapped to their identity.

2. Proof of Producer Status: To validate the 7 Producer Director seats, the RoC will
require documentary evidence proving they are active primary producers (typically
verified via land revenue records, local agricultural certificates, or a self-declaration
counter-signed by local agricultural authorities).

3. MBP-1 Disclosures: Each founder will need to sign their first formal disclosure of
interest, verifying that their external assets or landholdings do not create a direct
commercial conflict with the company's procurement or tendering goals.

This founding structure successfully bridges grassroots credibility with heavy institutional
expertise. It sends a powerful, serious message to commercial banks and green fund managers
that the enterprise is thoroughly insulated from the classic management pitfalls of traditional
rural cooperatives.



