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9 .
WAREHOUSE RECEIPT BASED FINANCE SCHEME
9.1
In order to benefit the farmers for raising finance against their stored stocks in various SWC/CWC godowns , a scheme of providing finance against storage of their such produce in warehouses has been introduced. For making this scheme farmers’ friendly, Nafed and HDFC Bank have signed a Memorandum of Agreement on 01 Feb 2005. The copy of the MOA has been forwarded to branches for implementation of the scheme. The scheme envisaged providing finance to farmers through HDFC against pledging WHR with them through their local member cooperatives. WRF will make cash available to the farmers at the time of their need so that they can take care of their next crop.

9.2
Salient features of this  scheme are as under: 

a)
Facility

Secured Short Term Rupee Loan

b)         Borrowers

Farmers/ Village level aggregators/ Nafed          associated cooperatives.

c)
Designated 

CWC/SWC


warehouses

d)
Margin

30% minimum

e)
Rate of interest
12% per annum for daily balancing method 

f)
Tenure

120 days  which can be extended not beyond six





months maximum.


g)
Fees


3% per annum on loan disbursed to be shared





between Nafed and associated cooperatives





at the rate of 1.5% each. 

h)
Quantum of

80% for nonperishables and 60% for perishables 


advance

9.3 Broad roles of Nafed and associated cooperatives would be:

a) To promote the scheme

b) Documentation and scrutiny of documents

c) Loan disbursal

d) Market intelligence

e) Disposal of stocks in the event of default


9.4
Steps for implementing warehouse receipt based finance scheme:

a) Identify potential commodities which have shelf life of more than 60 days and where there is a seasonality pattern should be selected.

b) Identify locations where the commodities short listed above are grown and  where the warehousing space (CWC/SWC/ is available.

c)
Identify potential cooperative societies willing to work in association with Nafed for implementation of the scheme.

d)
Identify warehouses (CWC/SWC) in the identified locations for accepting the stocks in consultation with HDFC Bank.

e)
Promote the scheme in consultation with society concerned and HDFC Bank’s team.

f)
The society will complete the documentation formalities;

g)
HDFC Bank personnel will conduct a training programme covering 

entire scheme including the documentation aspects. 

h)
Monitor prices of underlying commodity and inform HDFC Bank for issuing margin call if necessary.

i)
The society has to open a Current Account with the nearest Branch of the HDFC Bank. The society has to arrange for delivery of the stocks once outstanding amounts are cleared.

j)
In an unlikely situation of a default, liquidation of the stock to be initiated as stipulated in the MOA entered into HDFC Bank.

9.5
For implementation, it is suggested that there be a joint team with representation from Nafed and HDFC Bank which will identify the commodity, location, cooperative society and warehouse so as to design the promotional campaign and finally launch the programme at 5  pilot locations. The same can then be replicated across different locations.






