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Iran Payments

FIEO organized a meeting with

UCO Bank to discuss the various is-

sues involved in the recent develop-

ments in the India-Iran rupee

payment settlement.

UCO Bank is the designated bank

for interfacing with Iranian banks in

order to settle payments against In-

dian exports to Iran. In total, 40 ex-

porters from different leading sector

companies attended the meeting.

Welcoming Mr Uday N. Mitra, Gen-

eral Manager Treasury & Interna-

tional, UCO Bank, FIEO Regional

Chairman (Eastern Region), Mr

Ramesh Kumar Agarwal, said the In-

dian Government was keen to estab-

lish a continuing relationship with Iran

despite the international sanctions

Iran was facing. He said a payment

mechanism has been put in place for

Indian exporters to be reimbursed

their export payments smoothly and

effectively through UCO Bank.

Providing a small brief about Mr

Mitra, who is currently in-charge of

executing the payment mechanism,

he invited the banker to explain the

process and procedures of the pay-

ment mechanism to the exporters. He

invited the exporters to also put forth

their queries to Mr Mitra.

Addressing the gathering, Mr Mitra

said the payment mechanism with

Iran started in January 2012 and ef-

fectively started from February 29,

2012. Although it started in January,

UCO Bank is in a position to support

export payments prior to January

2012 in foreign currency mostly

through the Dubai route and for those

payments which got stuck when

Dubai banks closed down the banking

channels with Iran.

The process is to obtain a certifi-

cation in the format of UCO Bank

from the banks which have handled

the documents and the equivalent

rupee amount which is to be agreed

between the buyer and seller i.e the

Indian buyer and the Iranian seller.

UCO Bank has account relation-

ships with four Iranian banks namely,

Parsian Bank, Pasargad Bank, E.N.

Bank and Saman Bank of Iran. The

last three banks have been included

in the last one week. UCO Bank ad-

vises the L/Cs from these four banks.

The designated branch for handling

transactions in Kolkata is UCO Bank

Flagship Corporate branch, opposite

General Post Office, Kolkata. Till date,

UCO Bank has advised 300 L/Cs

amounting to more than Rs 650 crore

only from one bank i.e Parsian Bank.

UCO Bank has paid 104 claims

amounting to Rs 230 crore in the last

one and half months. The system

does not support advance payment

mechanism at this moment. With re-

gard to export to Iran, there is a mis-

conception that India will deal in only

three commodities namely medicine,

food and medical equipments but

UCO Bank is handling all commodities

being exported to Iran except

SCOMET items. UCO Bank is main-

taining VOSTRO accounts of all the

four banks.

During the discussions, following

queries were raised: 

a) Will UCO Bank confirm the
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Indian rupees, DGFT has already is-

sued Notification No.105 dated

5.3.2012 which allows export proceeds

against export to Iran realised in In-

dian rupees to be extended all export

benefits on a par with export proceeds

realised in freely convertible currency.

Q: Whether exports under

claim of rebate under amended

Notifications No. 19/2004-CE(NT)

dated 6.9.2004 or under bond in

terms of amended Notification No.

42/2001-CE(NT) dated 26.6.2001

are permitted even when the ex-

port proceeds are paid in Indian

rupees for exports to Nepal.

FIEO: Neither Rule 18 or Rule 19

of Central Excise Rules, 2002, nor the

Notification No. 20/2004-CE(NT)

dated 6.9.2004 which has been re-

scinded vide Notification No.

25/2011-CE(NT) dated 5.12.2011

w.e.f March 1, 2012 make any dis-

tinction on the basis of mode of pay-

ment of currency for exports.

Therefore, exports to Nepal will con-

tinue to be permissible irrespective of

whether the payments are made in

Indian currency or foreign convertible

currency as long as they are in accor-

dance with applicable RBI guidelines.

Q: We are a merchant exporter

and would like to avail factory

stuffing permission for goods ex-

ported under Rule 18 of Central

Excise Rules. Can we avail this fa-

cility?

FIEO: Facility of factory stuffing

entailing option of examination and

sealing of export containers by Cen-

tral Excise officers at the place of dis-

patch is available to both

manufacturer-exporters (except when

the export is on free Shipping Bill)

and merchant-exporter in respect of

the goods exported in terms of Rule

18 or 19 of the Central Excise Rules,

2002. Such examination, stuffing and

sealing of export containers by Cen-

tral Excise officers are permitted at

the factory or warehouse or any other

approved premises. You as a mer-

chant exporter can also avail it. n

L/Cs? The GM replied in the nega-

tive, he said the L/Cs will be advised

and reimbursed on the same day of

receipt of debit advice. This is basi-

cally a credit decision since ECGC

cover is not provided.

b) What about L/cs of any

other Indian banks negotiated

with Iran? Mr Mitra replied the same

is possible if the bank submits the

format of UCO Bank duly filled in.

UCO Bank may be contacted by the

banks for the formats.

c) Will UCO Bank reimburse

L/Cs negotiated by other Iranian

banks? Mr Mitra assured the amount

will be reimbursed in Indian rupees to

the exporter on receipt of L/cs in

SWIFT messages are sent through

any of the four banks. For any other

L/cs, the bank will return the L/cs.

d) For payments, both pre

and post the present payment

mechanism: The collection advice is

to be sent to the importer’s banker to

raise debit advice which will be reim-

bursed by UCO Bank to the exporter. 

e) UCO Banks charges: The

GM said these are normal rates which

are charged for any other country’s

Lc collection.

f) Exchange rate: The im-

porter in Iran should calculate the ex-

change rate in his currency; the

reimbursement of the amount to In-

dian exporter is in INR as the L/Cs

are being advised in INR.

g) Advance payments: Mr Mitra

replied the reasons why the exporters

should get advance payments are:

1. Risk is eliminated.

2. Pre shipment credit require-

ment comes down.

UCO Bank has written to the RBI

on this issue on March 29, 2012 and

they are yet to provide a reply. In this

regard, FIEO can represent to the

central bank and UCO Bank by pro-

viding a list of members of FIEO to be

finalized for advance payments to be

sent to the RBI. This will ensure due

diligence exercise undertaken is re-

duced and will also eliminate the

threat of money laundering, etc. un-

dertaken. The Regional Chairman as-

sured the same shall be undertaken.

h) Circulation of the format

to other banks: UCO Bank has not

done so as a discretionary measure.

The other banks may write to UCO

Bank Treasury, Mumbai (Mr

Shankarnarayan, AGM Treasury) for

obtaining the format.

i) There has been no incidence

of non-payment after UCO Bank has

commenced operations.

j) With regard to shipping lines

not agreeing to extend their services

to Iran, the exporter has been asked

to represent the issue to FIEO Iran-

cell in FIEO which will represent it to

the Ministry of Commerce, Govern-

ment of India.

k) The Regional Chairman, FIEO

Eastern Region has been requested to

take up the issue with ECGC on revis-

ing the category 2 restrictive cate-

gory given to Iran.

Delivering the vote of thanks, Mr

Pravin Saraf, Managing Committee

Member, FIEO, said the representa-

tions by the exporters as well as Mr

Mitra would be made to concerned

authorities like RBI, ECGC, etc. He

also advised the exporters to get in

touch with FIEO Eastern Region for

further clarifications or queries. n
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