Memorandum of Understanding (MoUl between India and Iran
on
Bilateral Trade [ Payments.
Tehran, Angust 11-13, 2012

1 Ar Indian delegation headed by Ur. Thomas Mathew (Joint
Secretary. Department of Beonomic Affairs, Mimistry ol
Finance, Government of Indial and ar iranian deldpanon
hesaded by Ms. Minoeo Kiani Rad, Vice Governor of C entral
Baitl of fran (BM.JII) et on August 13-13 2012 to thecuss
bilateril trade payiment issues. Ths composition of the
delegations is at Annexure.

2. The lranian side expressed appreciation o7 the payinent of all
the arrears, including the gutstanding amount due from
FBI, by the Indian side. The Indian side alsp expressed
appreciation for the efforts the Iranian side has faken o
enmsure that ail suppies to Indm  have remainsd
uninterrupted.

3. The two sides agreed to the following:

3.1 The payments for oil imports by the Indian oil companies wilk
5 made in the ratio of 45%:55% in Indien Rupees and
Furc respectively as agreed to in the Mol signed on
January 18, 2012, |

i7,. The Rupes payments will continue to be made in the Rupee
aceount{s) gpened by any framian bank in the UCO Bank of

in any other Indian bank in India by crediting 45% of the
total paymen! for each invoice, sutomatically without the
requirement of any additional cerbfication or authorization.

25 The two sides noted that three Molls wer€ signed betwesn
BMJE and the Government of India, through the
Departmerit of Econumic Affmits. and tha these Wert
conchuded on 31 May 2011, § Cetober 201 land {8 Japuary
2012, whereini payment ratios in Fupee gnd Eurcs were
spresd to; The Indian side stated thal & largs amount ol
excess-payrments haye been made in Euro by the [hoan ol
commanies: Both sides discussed the various cbaons 10
igal wnth fhe swosss peyments, including the s@en o
ailow |ndlse o) companies that =2== #A3t & R
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payments in EGro o make 1008, payment o Rupees. Both
sides agreed to resoive the issnes relat wr to EXCESS payment
Wt c& later date subiect 1o the 2reangement stated in
paragraph 34,

1 It swas agreed thiat all arssars of paymen.s thai should have
hestl inade in Indian Fupees drom L Apnl 2012 witidd be
caleulated as an iterim arTangement and the amounl &G
calenlated would be credited frdm Tumars paymenss. giie 1o
NIOC. These arresre would be adjpasted over & periogd ol
twelve monthy from the dale of signing of this Mol The
peyments thar would Se dus {hereafter: would be paid 1n
the proportion 43:35 as stated zhove suiyecl Io 2ny
decision that may be arrived al in puisuance ol the sep
oritlined in paragraph 3.3 abnve

4.5 1t was agreed that Indian oil companies thal Bave i ateauin!
51 Halle Bank or it gnv othts bank through swhich B
payments can be made; would make payments as agreed 1
i the ratio stated i paragraph 3.1. The Indma il
compames that do not have an acceunt in Hull Baods i ..
any other bank through which FEuro payments £abl e
made, would make 100% of the payments in Indian Fupeas
i the accounts of Iranian banks in UCO Bank or i any
other Indian bank,

3.6 The two sides also agreed that the rato of the total rapee
payments and total Euro payments for all the Indian oil
companies would be maintained at 45%:55% on an
aperepate basis, and for easuring this arrangemeni, the
indian sids weuld maintain appropriate reeords:

4.7, BMJII agreed o instruct NIOC to amend the contracts that the
latter has with Essar Qi) Ltd., HPCL, BPCL, 1oC arnd MRFL
to refisct the paymentarrangemeril as statied in paragraphs
3:1,52, 33, 34 3.5 end 3.6 above within Seven days af
the signing of this Moll.

38 The Indian side stated that Indian oil cormpanies shaild not Be
lizbis for any penslty or claims on acooun! &2 any delan in
payment dus to non-availability of paymet chanmne!s
sristng wut of sanctions: BMJI agresd o 125e Up this 15318
sith NIOEC Lo penfins amy such demand to paly o 252
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fatidls: and not 1o any penatty or inferest orany other
clairm. N

Since the Rupee payrent arrangemsn would not resulrin the
outgo of foreign exchange reserves ol Iran, the Indian side
requested, and the Iranian side aprasd to convey the fndian
side's reguest to the Mimustry ot Industries, Minzs and
Commires to exempt the Rupee paymeni arrangement from
exchange control regulations, ncluding the Tegairerment of
registration of proforma tipoice [Sabt-s-Befaresh) with the
ranian Ministy of Industries, Minss and Commeércs
(Trade), which is required for +he release: of foreign
exchange by BMJI on priority basis. This would mesn
that Iranian banks would open LCs m Indian Eupees
without any restrictions and without any requirement for
registration (Sabt-e-Sefaresh) with the sgid Ministry ol
Industries, Mines and Comumerce (Trade).

5. The Indian «ide requestsd the Iranian side to ncréase
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somreing of goods end services from India in view of the
present balance of trade. which is orerwhelmingly n favous
ol the Jranisn side. In this coniexy the Indian sice
requested Iranian side to also buy Indian wheat for which
payments can be made in Rupees, a3 this will also help
save lran’'s fureign exchangs Teserves. The [ranisn side
agreed to consider the Indian request to rake Up this meliter
with the concerned Government authorites.

The Iranian side expressed appreciation 101 the approval given
ter four lrenian banks to open special rupee vosiro ancoUnts
it the UCO Bank: The Iramian side slso requestad the
Indian side for early tompletion of &l approvals Bnd
formalities for opening of additional Bupes account by s0me
siore hanian banks in UZ0 Bank or ather ndian banks
arrepishle to BMJIL The Indian side agreed io facilitare
spening of INR accounts by guch Banks sz per locian
rules/regulations as expeditiously as possible

The Iramian -sigs regoesfed HeCESSETY petrnigsion doT
perchasing of NIOU affice in Mombai. Indign side agresd o
expadifiously process the propasal aceording 1o mdies

rules fregulations and woald ieifatryl MIOC of the sicps that



India has takern @ this divection gnd the gedision that Has
been faken in this regarnd withan 10 working days,

BMJIII insisted on the jasuance of the liwinge for gpeaing 3

branch by Barnk Parsian cor any other lranizn Bank il
Mumbzi Tndian side agre=d to facilitats the reques| 25 soon
as possibie.

9. The lranian side requested for; and the Indian sicde agreed 10,

34l 1

extend the validity period of the Line of Cradit:of UUSH 200
million extended by Exim Bank in faveur of seven iranian
Hanks untd December 2013 and thset the communication
confirman - this arranpement would be sent o lran 1o 7
working davs. BMJI reguested that the value of ths cradi
litie e mereased o USD 500 mmilhon, and the Indian sude
agread to consider the regquest.

Bolh sides agreed to send a joint delegdtion: to explore the
possibility of identifying other banks In third counbies 1o
establish ziternate payment channels with a view 1o
providing farther tobustness (o the existimg payment
arrangements in reserve currencies.  For this purposs, the
Iraman. side would  stiggest the banks with whith
negotiations. could be held with a view to finaliang

additional banlang channels.

BMJH reguested thai interest at the overnight Tooney
market rate may be paid on the balances in the special
Tupee vostro accounts maintained by the Iraman banks in
UCO Bank or any other Indian bank m India. The lndian

side: informed that the present regulations do not provide

ior payment of nterest on balances in the rapee VOsiTo
accounts, However, the Indian side agreed to examing the
request expeditiously and infoem the lranian side of the
OUTCOIE.

BMJII requested the Indian side to fazilifate the placemen

of dffp-ﬂ‘:.t.‘- with UCO Bank -and for purchase of governmem!
securities .L'Z.‘llIL out of the balances mainitained in ihe
special rupee vostro accounts of the Irandan barlks i UG
Banlk The Indian side informed |that the pressnt
reguletions do ool gprovide for such invesiments from oul of
the balentes hald in the mupee vostnd accaunts. However
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and inform the Tranian side of the outoome. The Iranian
side requested the facility for utilizing Fupee ‘balances 1w
suecunts of the frarian commercial banks with UCO Bank
of gny other approved [ndian banks 10 fimance {hird
colintey Imports by Iran. Such flem would first be impntted
by Indian companies and then re-exported tp Iran
agcording ta applicable Indian rules and regulations ALl
charges on account of lhese transacnons would be borae
by the [ranian jmporters.

13, DBoth sides agreed lo conlinus inisnse efforts to snbance
India-Irar: trade Incia would make all efforts to conunnie
making payments for its oil imports through different
chanmels acceptable to both sides and Iran would contisue
to supply crude oil to Indian COANPAries.

14, Both sides agreed to review this Moll as reguired.

15. Both sides agresd to keep Lhis Moll strictly confidential

16 Sipgned in Tehran, Iran on Monday, the 13" of AMugust 2012

tLu,_

Dr. Thomas Mathew Ms Miroo Kiani Rad
Jeint Seoretary (CM) Depraty Governor
Dlepartroent of Feonomic Affairs Cenlral Bank of Iran
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