	Update on International Banking and Trade Finance

	S. No
	Existing provision/topic 
	Revised/current provision
	Authority for change/modification

	1
	realization and  repatriation of export proceeds
	the time period for realization and  repatriation of export proceeds from April 01, 2013 onwards till September 30, 

2013, shall be reckoned as nine months from the date of export. 
	AD. Dir 14  dt July 22, 2013



	2
	“Write-off” of unrealized export bills –
Export of Goods and Services
	It has now been decided to effect, subject to the stipulations regarding surrender of incentives prior to” write-off” adduced in the A.P. (DIR Series) Circular No. 03 dated 22 July 2010, the following liberalization in the limits of “write-offs” of unrealized export bills:

a. Self “write-off” by an exporter
(Other than Status Holder Exporter) ----------------------------------------------------- 5%*

b. Self “write-off” by Status Holder Exporters ------------------------------------------ 10%*

c. ‘Write-off” by Authorized Dealer bank ------------------------------------------------ 10%*
*of the total export proceeds realized during the previous calendar year.
	AP. Dir 88 dt March 12, 2013

	3
	Export of Goods and Software – Realisation and 
Repatriation of export proceeds – Liberalization
	Brought down the  realization period from twelve months to nine months from the date of export, with immediate effect, valid till September 30, 2013.
	AP. Dir 105 dt May 20, 2013

	4
	Export of Goods and Services-
Realization and Repatriation period for units in Special Economic Zones (SEZ)
	The units located in SEZs shall realize and repatriate, full value of goods/software/services, to India within a period of twelve months from the date of export. Any extension of time beyond the above stipulated period may be granted by Reserve Bank of India, on case to case basis.
	AP. Dir 108 dt June 11, 2013

	5
	Processing and Settlement of Export related receipts facilitated by
Online Payment Gateways – Enhancement of the value of transaction
	It has now been decided to increase the value per transaction from USD 3000 to USD 10,000 for export related remittances received through OPGSPS. 
	AP. Dir 109 dt June 11, 2013

	6
	period of trade credit 
	For availment of trade credit, the period of trade credit should be linked to the operating cycle and trade transaction. 
	AP. Dir 9 dt July 11, 2013

	7
	Export of Goods and Services- 
Simplification and Revision of Declaration Form for Exports of Goods/Software
	In order to simplify the existing form used for declaration of exports of Goods/Software, a common form called “Export Declaration Form” (EDF) has been devised to declare all types of export of goods from Non-EDI ports and a common “SOFTEX Form” to declare single as well as bulk software exports. The EDF will replace the existing GR/PP form used for declaration of export of Goods. The procedure relating to the exports of goods through EDI ports will remain the same and SDF form will be applicable as hitherto. 

 Under the revised procedure, the exporters will have to declare all the export transactions, including those less than US$25000, in the form as applicable.
	AP. Dir 43 dt Sep 13, 2013

	8
	Third party payments for export / import transactions
	With a view to further liberalizing the procedure relating to payments for exports/imports and taking into account evolving international trade practices, it has been decided as under:

i. EXPORT TRANSACTIONS

AD banks may allow payments for export of goods / software to be received from a third party (a party other than the buyer) subject to conditions as under:

a. Firm irrevocable order backed by a tripartite agreement should be in place;

b. Third party payment should come from a Financial Action Task Force (FATF) compliant country and through the banking channel only;

c. The exporter should declare the third party remittance in the Export Declaration Form;

d. It would be responsibility of the Exporter to realize and repatriate the export proceeds from such third party named in the EDF;

e. Reporting of outstandings, if any, in the XOS would continue to be shown against the name of the exporter. However, instead of the name of the overseas buyer from where the proceeds have to be realized, the name of the declared third party should appear in the XOS; and

f. In case of shipments being made to a country in Group II of Restricted Cover Countries, (e.g. Sudan, Somalia, etc.), payments for the same may be received from an Open Cover Country.

Note: Restricted cover Group II country is country which experiences chronic political and economic problems as well as balance of payment difficulties.
ii. IMPORT TRANSACTIONS

AD banks are allowed to make payments to a third party for import of goods, subject to conditions as under:

a. Firm irrevocable purchase order / tripartite agreement should be in place;

b. Third party payment should be made to a Financial Action Task Force (FATF) compliant country and through the banking channel only;

c. The Invoice should contain a narration that the related payment has to be made to the (named) third party;

d. Bill of Entry should mention the name of the shipper as also the narration that the related payment has to be made to the (named) third party;

e. Importer should comply with the related extant instructions relating to imports including those on advance payment being made for import of goods; and

f. The amount of an import transaction eligible for third party payment should not exceed USD 100,000. This limit will be revised as and when considered expedient.
	AP. Dir 70 dt Nov 08, 2013

	9
	Third party payments for export / import transactions
	In view of the difficulties faced by exporters / importers in meeting the condition “firm irrevocable order backed by a tripartite agreement should be in place” specified earlier, it has been decided that this requirement may not be insisted upon in case where documentary evidence for circumstances leading to third party payments / name of the third party being mentioned in the irrevocable order/ invoice has been produced. This shall be subject to conditions as under:

(i) AD bank should be satisfied with the bona-fides of the transaction and export documents, such as, invoice / FIRC.

(ii) AD bank should consider the FATF statements while handling such transaction.

3. Further, with a view to liberalizing the procedure, the limit of USD 100,000 eligible for third party payment for import of goods, stands withdrawn.
	AP. Dir 100 dt Feb 04, 2014

	10
	Rupee loans* in India
	
	

	
	Loans against NRE/FCNR(B) Fixed Deposits
	Rupee loans to be allowed to depositor/third party without any ceiling subject to usual margin requirements**
	RBI/2013-14/75 DBOD. No.Dir.BC.10/13.03.00/2013-14 July 1, 2013

	11
	Foreign Currency loan* in India/ outside India
	
	

	
	Loans against NRE/FCNR(B) Fixed Deposits
	Foreign Currency loans to be allowed to depositor/third party without any ceiling subject to usual margin requirements **
	RBI/2013-14/75
DBOD.No.Dir.BC.10/13.03.00/2013-14 July 1, 2013

	12
	Interest Rate Regulation on NRE and NRO Deposits
	With a view to providing greater flexibility to banks in mobilizing non-resident deposits and also in view of the prevailing market conditions, it was decided to deregulate interest rates on Non-Resident (External) Rupee (NRE) Deposits and Ordinary Non-Resident (NRO) Accounts (the interest rates on term deposits under Ordinary Non-Resident (NRO) Accounts are already deregulated). Accordingly, banks are free to determine their interest rates on both savings deposits and term deposits of maturity of one year and above under Non-Resident (External) Rupee (NRE) Deposit accounts and savings deposits under Ordinary Non-Resident (NRO) Accounts with effect from December 16, 2011. However, interest rates offered by banks on NRE and NRO deposits cannot be higher than those offered by them on comparable domestic rupee deposits.
	RBI/2013-14/75 DBOD. No.Dir.BC.10/13.03.00/2013-14 July 1, 2013



	13
	Overseas Corporate Bodies
	The facility of opening and maintaining FCNR(B) Accounts by Overseas Corporate Bodies such as overseas companies, firms, societies and other corporate bodies which are owned directly or indirectly to the extent of at least 60 per cent by NRIs and overseas trusts in which at least 60 per cent of the beneficial interest is irrevocably held by such persons (OCBs) has been withdrawn with effect from September 16, 2003.
	RBI/2013-14/74 DBOD. No.Dir.BC. 11 /13.03.00/2013-14 July 1 , 2013

	14
	Interest on FCNR(B) deposits 
	Maturity period                                   Interest ceiling

1 y to less than 3 y                LIBOR/SWAP plus 200 bps

3 Y to 5 Y                              LIBOR/SWAP plus 300 bps 
	RBI/2013-14/74 DBOD. No.Dir.BC. 11 /13.03.00/2013-14 July 1 , 2013

	15
	Currency of FCNR(B) deposits
	The Scheme covers deposits in any permitted currency with effect from October 19, 2011from non-resident individuals of Indian nationality or origin (NRIs).
	RBI/2013-14/74 DBOD. No.Dir.BC. 11 /13.03.00/2013-14 July 1 , 2013

	16
	Maturity periods of FCNR(B) deposits
	The deposits should be accepted under the Scheme for the following maturity periods:

a. One year and above but less than two years

b. Two years and above but less than three years

c. Three years and above but less than four years

d. Four years and above but less than five years

e. Five years only

Note: Recurring Deposits should not be accepted under the FCNR(B) Scheme.'
	RBI/2013-14/74 DBOD. No.Dir.BC. 11 /13.03.00/2013-14 July 1 , 2013



	`17
	Miscellaneous Remittances from India – 
Facilities for Residents
	Detailed guidelines available in Master Circular
	RBI/2013-14/6
Master Circular No.6/2013-14 dt July 01, 2013

	18
	Cost ceilings on ECBs
	Average Maturity Period

All-in-cost Ceilings over 6 month LIBOR*

Three years and up to five years

350 basis points

More than five years

500 basis points

* for the respective currency of borrowing or applicable benchmark


	RBI/2013-14/12
Master Circular No. 12/2013-14 dt July 01, 2013

	19
	Pricing in the case of Trade Credits
	Maturity period

All-in-cost ceilings over 6 months LIBOR*

Up to one year

350 basis points

More than one year and upto three years

More than three years and upto five years

* for the respective currency of credit or applicable benchmark


	RBI/2013-14/12
Master Circular No. 12/2013-14 dt July 01, 2013
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	Incoterms 2010
	· EXW Ex Works

“Ex Works” means that the seller delivers when it places the goods at the disposal of the buyer at the seller’s premises or at another named place (i.e.,works, factory, warehouse, etc.). The seller does not need to load the goods on any collecting vehicle, nor does it need to clear the goods for export, where such clearance is applicable.

· FCA Free Carrier

“Free Carrier” means that the seller delivers the goods to the carrier or another person nominated by the buyer at the seller’s premises or another named place. The parties are well advised to specify as clearly as possible the point within the named place of delivery, as the risk passes to the buyer at that point.

· CPT Carriage Paid To

“Carriage Paid To” means that the seller delivers the goods to the carrier or another person nominated by the seller at an agreed place (if any such place is agreed between parties) and that the seller must contract for and pay the costs of carriage necessary to bring the goods to the named place of destination.

· CIP Carriage And Insurance Paid To

“Carriage and Insurance Paid to” means that the seller delivers the goods to the carrier or another person nominated by the seller at an agreed place (if any such place is agreed between parties) and that the seller must contract for an pay the costs of carriage necessary to bring the goods to the named place of destination.

‘The seller also contracts for insurance cover against the buyer’s risk of loss of or damage to the goods during the carriage. The buyer should note that under CIP the seller is required to obtain insurance only on minimum cover. Should the buyer wish to have more insurance protection, it will need either to agree as much expressly with the seller or to make its own extra insurance arrangements.”

· DAT Delivered At Terminal

“Delivered at Terminal” means that the seller delivers when the goods, once unloaded from the arriving means of transport, are placed at the disposal of the buyer at a named terminal at the named port or place of destination. “Terminal” includes a place, whether covered or not, such as a quay, warehouse, container yard or road, rail or air cargo terminal. The seller bears all risks involved in bringing the goods to and unloading them at the terminal at the named port or place of destination.

· DAP Delivered At Place

“Delivered at Place” means that the seller delivers when the goods are placed at the disposal of the buyer on the arriving means of transport ready for unloading at the named place of destination. The seller bears all risks involved in bringing the goods to the named place.

· DDP Delivered Duty Paid

“Delivered Duty Paid” means that the seller delivers the goods when the goods are placed at the disposal of the buyer, cleared for import on the arriving means of transport ready for unloading at the named place of destination. The seller bears all the costs and risks involved in bringing the goods to the place of destination and has an obligation to clear the goods not only for export but also for import, to pay any duty for both export and import and to carry out all customs formalities.

RULES FOR SEA AND INLAND WATERWAY TRANSPORT

· FAS Free Alongside Ship

“Free Alongside Ship” means that the seller delivers when the goods are placed alongside the vessel (e.g., on a quay or a barge) nominated by the buyer at the named port of shipment. The risk of loss of or damage to the goods passes when the goods are alongside the ship, and the buyer bears all costs from that moment onwards.

· FOB Free On Board

“Free On Board” means that the seller delivers the goods on board the vessel nominated by the buyer at the named port of shipment or procures the goods already so delivered. The risk of loss of or damage to the goods passes when the goods are on board the vessel, and the buyer bears all costs from that moment onwards.

· CFR Cost and Freight

“Cost and Freight” means that the seller delivers the goods on board the vessel or procures the goods already so delivered. The risk of loss of or damage to the goods passes when the goods are on board the vessel. the seller must contract for and pay the costs and freight necessary to bring the goods to the named port of destination.

· CIF Cost, Insurance and Freight

“Cost, Insurance and Freight” means that the seller delivers the goods on board the vessel or procures the goods already so delivered. The risk of loss of or damage to the goods passes when the goods are on board the vessel. The seller must contract for and pay the costs and freight necessary to bring the goods to the named port of destination.

‘The seller also contracts for insurance cover against the buyer’s risk of loss of or damage to the goods during the carriage. The buyer should note that under CIF the seller is required to obtain insurance only on minimum cover. Should the buyer wish to have more insurance protection, it will need either to agree as much expressly with the seller or to make its own extra insurance arrangements.”
	ICC clarifications
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	New features in RTGS System

	1. Hybrid feature

a) The RTGS system supports a new and unique way to handle large volume of payments using a minimum amount of liquidity from the Participants’ settlement accounts.

b) From the priority point of view, the RTGS system can handle two types of payments:

i. Urgent payments

ii. Normal payments

c) Both categories are implemented over the same ISO20022 standard and share the same rules and regulations. However, while the urgent payments are processed as soon as they are received by the RTGS and using as much liquidity as required from the settlement account of the sending Participant, the normal payments are processed differently, following some strict processing rules which do not apply to the urgent payments. These rules are:

i. The normal payments are not settled immediately, even though the sending bank may have sufficient funds in its settlement account;

ii. The normal payments may settle only at periodic time intervals which are controlled centrally by system parameter of RTGS;

iii. The RTGS does not take into consideration the pending normal transactions in the calculation for IDL funding request to CBS;

iv. The settlement of normal payments can occur only if several participants, simultaneously, have sent normal payments to each other. If 0 % of allowance is set in parameter value (centrally), in that scenario the transactions would look for settling transactions without using any amount from the settlement account, i.e., settlement will happen purely on offsetting mode. If an allowance of 1% is set in the parameter in that scenario, the transactions would try to settle using a percentage of the amount from the settlement account.

v. If the condition for the settlement of normal payments is not possible, the system will automatically promote the normal payments to the urgent payment stream, after a predefined timeout parameter. Once promoted, the transactions will be processed according to the urgent payments’ settlement rules.

vi. From the format point of view, the field that designates a payment as normal or urgent is called InstrPrty and its content should be:

· NORM – for normal payments

· HIGH – for urgent payments

Process flow

The normal payments will have the following flow in RTGS:

1. A new normal message is received, validated and (if successful) placed in the ENTER status queue.

2. The item will stay with status ENTER until the first gridlock cycle for the normal stream runs. After the cycle is completed, the item will change its status to COMPLETE (if the item was settled) or PENDING (if the item was not included in any gridlock solution).

3. Subsequent gridlock cycles will attempt to settle the item (every 5 minutes), considering other normal payments found in the system. If a solution is found by the normal payment stream gridlock resolution process, the respective transactions are updated to status COMPLETE and the respective output messages are generated to the sender and receiver.

4. If a solution is not found within the timeout period (10 minutes) for the normal payments, the item is promoted to the urgent stream. The change is visible to the end user when listing the transaction and also in the audit trail of the item.

5. Once the transaction is promoted to urgent, if the sending Participant does not have the required liquidity, the IDL funding may be invoked depending on the TTC of the item.

Example
The following table demonstrates how this feature will work. T1, T2, T3 etc. indicates the transaction initiated by banks. The bank initiating the transaction is debited and beneficiary bank is credited.
Normal transaction in queue

Initiating Bank(Debit)

Recipient Bank(Credit)

Amount

T1

A

B

5,00,000

T2

B

C

4,80,000

T3

C

A

4,60,000

T4

B

C

1,00,000

T5

C

A

1,10,000

The following table explains how these transactions would be settled in off-setting mode when no liquidity is used from the settlement account of the banks or when a percentage of the amount in the settlement account is used for settling the transactions in offsetting mode. The parameter value indicates the percentage of the liquidity that can be used for settlement of the transactions in offsetting mode (transactions with normal priority).
Example
Parameter Value
Settlement Account
Settled Transaction
Used Liquidity from A
Used Liquidity from B
Used Liquidity from C
Bal of Bank A

Bal of Bank B

Bal of Bank C

1

0%

1000000

1000000

1000000

0

0

0

0

2

5%

1000000

0

0

T1,T2,T3

40000

0

0

3

10%

1000000

1000000

1000000

T1,T2,T3,T4,T5

0

80000

0

Settled Transaction
Used Liquidity from A
Used Liquidity from B
Used Liquidity from C
0

0

0

0

T1,T2,T3

40000

0

0

T1,T2,T3,T4,T5

0

80000

0

In the example 1 the parameter value is set to 0% i.e. no amount will be utilized from the settlement account to settle these transactions. Hence, none of the above transactions listed (T1, T2, T3, T4 and T5 will be settled) as there is no transaction with equal value to offset (settle) the transaction.

In example 2, the parameter value is set to 5%. The maximum amount which can be used from the settlement account is Rs.50,000 (i.e.5% of Rs. 10,00,000). The transaction T1, T2 and T3 are settled. Though the maximum which can be used from settlement account is Rs.50,000 the actual amount utilized from A’s settlement account is 40,000 to settle these transactions. i.e. Rs.40,000 is utilized to settle transactions T1, T2 and T3 amounting to Rs.14,40,000. However, transaction T4 and T5 could not be settled as liquidity requirement for settling these transactions was more than Rs.50,000.

In example 3 the parameter value is set to 10%. The maximum amount which can be utilized from the settlement account for settlement of the transactions with normal priority is Rs. 1,00,000. In this case, all the transactions listed (T1, T2, T3, T4 and T5) are settled by utilizing Rs.80,000 from settlement account of B.

2. Future Value Transactions

1. This feature will allow Participants to send RTGS payments which are not submitted for settlement immediately, but at a later date. This option will facilitate the scheduling of certain important payments days in advance.

2. The RTGS will not attempt to settle them immediately but it will wait until the respective value date is reached.

3. The value date must be within a certain time period which is controlled by system parameter of the application (3 working days). When sending a future value payment, the sender must ensure that the respective value date is a working date according to the present RTGS calendar. If the value date is set on a non-working date, the payment will be rejected immediately.

4. A future value dated transaction can be manually canceled at any time, as long as its status is FUTURE, from the Settlement / Transaction / Cancel menu option. (The cancel operations requires an approve confirmation.)

5. When a Participant is removed, any future value payments already sent by the said participant and stored in RTGS will be automatically canceled. The sender will be notified about the cancelation using standard notification messages.

6. If the calendar of RTGS is modified by RBI and as a result some future value payments already present in the system have their value date falling on a non-working date, the respective transactions will not be canceled. The items will remain in the system and they will be submitted to the settlement process on the first working day following the original value date.
	RBI/2013–14/651
DPSS (CO) RTGS No.2589/04.04.017/2013-14 June 20, 2014
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	Entry of FPIs into Exchange Traded Currency Futures
	It has now been decided to allow foreign portfolio investors (FPIs) eligible to invest in securities as laid down in Schedules 2, 5, 7 and 8 of the Foreign Exchange Management (Transfer or Issue of Security by a person resident outside India) Regulations, 2000 (FEMA 20/2000-RB dated May 3, 2000 (GSR 406 (E) dated May 3, 2000)) as amended from time to time to enter into currency futures or exchange traded currency options contracts subject to the following terms and conditions:

a. FPIs will be allowed access to the currency futures or exchange traded currency options for the purpose of hedging the currency risk arising out of the market value of their exposure to Indian debt and equity securities.

b. Such investors can participate in the currency futures / exchange traded options market through any registered / recognized trading member of the exchange concerned.

c. FPIs can take position – both long( bought) as well as short(sold) – in foreign currency up to USD 10 million or equivalent per exchange without having to establish existence of any underlying exposure. The limit will be both day-end as well as intra-day.

d. An FPI cannot take a short position beyond USD 10 million at any time and to take a long position beyond USD 10 million in any exchange, it will be required to have an underlying exposure. The onus of ensuring the existence of an underlying exposure shall rest with the FPI concerned.

e. The exchange will, however, be free to impose additional restrictions as prescribed by the Securities and Exchange Board of India (SEBI) for the purpose of risk management and fair trading.

f. The exchange/ clearing corporation will provide FPI wise information on day-end open position as well as intra-day highest position to the respective custodian banks. The custodian banks will aggregate the position of each FPI on the exchanges as well as the OTC contracts booked with them (i.e. the custodian banks) and other AD banks. If the total value of the contracts exceeds the market value of the holdings on any day, the concerned FPI shall be liable to such penal action as may be laid down by the SEBI in this regard and action as may be taken by Reserve Bank of India under the Foreign Exchange Management Act (FEMA), 1999. The designated custodian bank will be required to monitor this and bring transgressions, if any, to the notice of RBI / SEBI.
	A .P. (DIR Series) Circular No. 148 June 20, 2014
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	Export of Goods - Long Term Export Advances

Exporters are allowed  to receive advance payment for export of goods which would take more than one year to manufacture and ship and where the 'export agreement' provides for the same.
	AD Category- I banks are permitted to allow exporters having a minimum of three years’ satisfactory track record to receive long term export advance up to a maximum tenor of 10 years to be utilized for execution of long term supply contracts for export of goods subject to certain conditions.:
	A.P. (DIR Series) Circular No.132 May 21, 2014




