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Trade, Transit and Cooperation to Control Unauthorized Trade held in
Kathmandu on December 21-22, 2013

Nepal-india Commerce Secretary level Inter-Governmental Committee (IGC)
Meeting on Trade, Transit and Cooperation to Control Unauthorized Trade was held
in Kathmandu. The Nepalese delegation was led by Mr.Madhav Prasad Regmi,
Secretary, Ministry of Commerce and Supplies, Government of Nepal. The Indian
delegation was led by Shri SR. Rao, Commerce Secretary, Department of
Commerce, Ministry of Commerce and Industry, Government of India. The ists of
members of both delegations are at ANNEXURE- & . The Agenda of the Meeting,
as adopted, is at ANNEXURE-IIL, <
2 The leader of Nepalese delegationMr.Madhav Prasad Regmi, whie
weleoming the Indian delegation stated that Nepal attaches great importance to her
bilateral trade relations with India. He reierated the good relationship between the
tWo countries and stated that India is the single largest trading partner of Nepal. He
underlined the fact that there has been a growing dynamism in India and Nepal trade
relations. He stated that even after Nepal became member of WTO, India remains
her major trading partner. Hence, it is imperative that both the countries should
discuss and find ways and means to promote mutually beneficial trade relations.

3. The leader of the Indian delegation, Shi S. R. Rao, thanked the Government
of Nepal for the warm hospitalty extended to his delegation and expressed his
pleasure to be in Kathmandu. He stated that the present round of discussions will
help in deepening the bilateral relationship. He stated that bilateral trade between the
two countres increased from USS 3.27 B in 2011-12 to US$ 3.63 Bn in 2012.13,
registering a growth of 11%, but tis a matter of concern that despite India having
extended an extremely generous bilateral trading amrangement, the exports from
Nepal (0 India have declined by 1.25% on 2012-13 as compared to 201112, It s,
therefore, important that emphasis should shiftfrom trade towards investments, He.
emphasized that the advantage of Nepal will be in harnessing its natural endowment
i.e. hydropower. He stated that i order to give a push to hydro-power generation in
Nepal, India has already placed import of Electriity under Open General Licence.
(OGL) and requested that Nepal should take full advantage of this poicy. He
expressed the hope that establishment of Joint Venture between India
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[image: image2.jpg]Nepalese Government entities in power trading would be required to seriously
realize the hydropower potential of Nepal. He further emphasised that early
resolution and finalization of pending LoE’s will facilitate Nepal's trade with India as
well as the rest of the world. He expressed the gratitude of the Government of India

to Government of Nepal for its unconditional support to India in the Bali Round of
WTO negotiations on agricultural subsidies.

1

Agenda Item 1: Review of the Implementation status of the agreed
subjects in the last IGC meeting.

Both the sides noted the progress on the agreed subjects.
Agenda Item 2: Transit Facilitation Measures

Transportation of vehicles on its own power lromx Haldia to
Birgunj.

The Nepalese side requested the Indian side to allow movement of vehicles
on their own power mentioning that the additional handling facilities, special

carriers, equipment etc. needed for transportation of vehicles as per the |
existing procedure would add to the cost and time of clearance. h

Both sides noted that the current Treaty of Transit does not have a provision
to allow movement of vehicles on their own power from Kolkata/HaldiaPort

into Nepal.

The Indian side stated that the Government of India has agreed to the

proposal and forwarded a proposal to amend the Treaty of Transit bstween

GON and GO (Treaty of Transit) with suitable conditions to Government of
Nepal for their concurrence and requested the Goverment of Nepal for an
early response to enable formalisation of the revision.

The Nepalese side stated that it would respond to the proposal. Both sides

decided to formalize the LOE at the earliest. % r




[image: image3.jpg]Movement of traffic in transit carrying third country originated
goods via Indian transit routes.

The Nepalese side stated that as per the existing provisions of ‘Export
Procedure’ prescribed under Memorandum to the Protocol to the Treaty of
Transit, transit is allowed for exportof goods of Nepalese origin. The Nepalese
side stated that the existing provisions are hindering Nepal's exportire-export
of the goods originating in third country and requested to allow export/re-
export of such goods through India.

The Indian side stated that Government of India agreed to export of third
country goods from Nepal and has forwarded a proposal for, amending the
‘Export Procedure’ of Memorandum to the Protocol to the Treaty of Transit
between India and Nepal to Government of Nepal for their concurrence.

The Nepalese side suggested the inclusion of the term're-gxport in the
proposed revision to the declaration prescribed under para 2 (1) of the Export
Procedure. The Indian side explained that the term ‘export’ would include re-
export. The Nepaleseside requested for incorporating the term ‘re-export’ to
bring further clarity to the proposal. The Indian side agreed and requested for
a formal communication of the draft Letter of Exchange to enable expeditious
formalisation.

Procedure of prior intimation regarding the use of additional

routes for  bulk cargol (operationalisation  of  multimodal

transport link from Kolkata/Haldia~Jogbani-Biratnagar) and
i for bulk cargo.

The Nepalese side requested the Indian side to allow movement of bulk traffic

on ta/Haldia-Jogbani and N rail routes on prior
intimation basis.

The Indian side stated that Government of India has agreed in principle with

proposal of Govemment of Nepal and a proposal was sent to the Government

of Nepal on 20th August, 2013 to standardise the procedure for prior

intimation. Once implemented, this would ease the transit of bulk c3rgo on
3




[image: image4.jpg]prior intimation basis, without the need for a separate approval, as per the
provisions of the Treaty of Transit. The Indian side requested the Nepalese
side to expedite their concurrence to the proposal so that the same can be
formalised.

The Nepalese side thanked the Indian side for their positive response on the
transit issues.

iv. Procedure of Trans-shipment at Kolkata Port for Nepal bound
cargo

The Nepalese side stated that the trans-shipment procedures may be
implemented for the exports/imports of Nepal to faciltate trade to reduce
transaction cost.

The Indian side stated that at present the cargo is booked only pto thelndian
port viz. Kolkata and Haldia. The Nepalese traders file a Customs Transit
Declaration (CTD) at Kolkata and on receiving clearance by the Indian
Customs, arrange for transport of cargo to Nepal. The proposed trans-
shipment would entail the shipping lines booking the cargo up to the Customs
Station in Nepal and the carrier undertaking the secure transit of the cargo
from Indian port to Nepal.

The Indian side further informed that the proposal has been accepted in
principle in the Customs DG level meeting held in May, 2013. They suggested
that, the Nepalese side may consult shipping lines and railways to confirn the
feasibility of the above proposal. The Indian side offered to facilitate a meeting
at Kolkata with all stakeholders including shipping lines to expedite the matter
.and invited a delegation from Nepal in the month of January 2014, on iutually
agreed dates.

v. Expeditious clearance of Letter of Exehangu that are under
of respective

The Indian side stated that the issue of transit facilitation measures was
deliberated in the India-Nepal Inter Governmental Committee (IGC) meeting
4 -





[image: image5.jpg]on Trade, Transit and Cooperation to control unauthorised trade held in New
Delhi on December 5-6, 2011 and based on which the following LoEs were
forwarded to Govenment of Nepal:

a) Operationalisation of Port in RSA for rail
transport toffrom Vishakhapatnam and in Treaty of Transit for traffic -
in-transit between Vishakhapatnam Port and Nepal).

b)  Operationalisation of Rail Transit facility through Singhabad for Nepal's
trade with and through Bangladesh.
©)  Simplification of modalities for Trafficin Transit between Nepal and
through Kakarbhitt corridor.
d)  Facilitation of movement of Indian goods from one part of India to

another through Nepalese teritory. %

The Indian side stated that Govemment of Nepal may expedite their
concurrence to the proposed LoE's so that they can be formalised.

The Nepalese side stated that the draft LoE's would be examined on priority
and the concurrence of the Council of Ministers would be obtained at the
earliest. The Nepalese side further stated that a draft Letter of Exchange on
amendment to relevant provisions of the Rail Services Agreement has already
been forwarded to the Govemment of India for their concurrence. The
Nepalese side requested that the Govemment of India may expedite their
concurrence at the earliest.

Both sides agreed to expedite the necessary formalities to concfide the
aforesaid proposed LoEs.

Agenda Item 3: Unauthorised Trade Control Measures

i. Control of unauthorised trade in border area of both countrle: by

respective customs and security agencies. @ W





[image: image6.jpg]The Indian side expressed concem about unauthorised export of goods of
third country origin such as betel nuts from Nepal into India. The Indian side
also requested that the valuation of goods such as Memory cards being
imported into Nepal may be examined. Instances of smuggling of these
Memory Cards into India have been detected.

The Nepaleseside informed that necessary measures have been taken to
ensure export in conformity with the Agreement of Cooperation to Control
Unauthorized Trade. The Nepalese side further stated that the export of betel
nuts is being made through the CoO issued by the competent authority of
Nepal for its origin.

In addition, to control unauthorized trade, it has taken measures such as
increasing the customs tariff rate and the customs valuation on betel nuts and
improved surveillance at the border to control such unauthorised trade.

The Indian side also stated that there are reports that fertiisers, pulses etc.
are being brought into Nepal from India through routes other than those
specified under Treaty of Trade. Indian side suggested that Nepal Customs
may check the export declaration filed in India to control such trade.

The Nepalese side informed that they have already taken the measures to
control such activity through enhancement in customs valuation.

Both sides agreed on the need to enhance mutual cooperation, and vigil to
control unauthorized trade.

Agenda Item 4: Trade Facilitation Measures

DRP (Outstanding Refundable to Nepal)
‘The Nepalese side stated that there are outstanding amounts of DRP payable
to Government of Nepal which pertain to the period prior to abolition of the

Duty Refund Procedure. They recalled the decision of the 16th Customs DG
level meeting for clearing all pending DRP invoices by 30th June 2013, and

requested that the outstanding dues should be settled shoﬁw
dan * :





[image: image7.jpg]The Indian side stated that Directorate General of Customs and Central
Excise are in the process of verification of the claims which will be settled on
priority by January 2014. Both sides agreed to reconcile the exact amount due.
under the DRP

CVD on Nepalese products

The Nepalese side stated that Countervailing Duty (CVD) is being levied by
the Indian authorities on the export of Nepalese goods, including readymade
garments, copper, brass utensils and Kattha, to India and requested that the
CVD be waived.

The Indian side stated that in the Budget 2013-14, an option was made
available to Indian manufacturers to either pay duty on the manufactured
garments by avaiing GENVAT credit or clear them at zero rate by nct availng
CENVAT credit. Thus, the Indian manufacturers contribute to the exchequer
sither by way of duty on finished gamments or by way of input duties. To
maintain a level playing field, CVD is levied on imported goods.The Indian
side also informed that at present the exciseduty (CVD) is 6.18 % of 30% of
MRP in case of cotton garments and 12.36% of 30% of MRP in case of
garments of other textile material, which effectively works out to 1.85 % and
3.71% respectively and pointed out that this component may not be a major
factor adversely impacting Nepal's exports to India.

The Nepaleseside requested the Indian side to reconsider the issue with
priority taking into account its negative impact on Nepalese exports to India.
The Indian side assured that the matter would be placed before the competent
authority for a decision. The Indian side also offered technical assistance to
improve the competitiveness of Nepal's garment sector.

Mutual recognition of certificates issued by competent authority
of both Governments.

The Nepalese side stated that there was an agreement between Bureau of
Indian Standards(BIS) and Nepal Bureau of Standards and Metrology (NBSM)
7 )
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[image: image8.jpg]The Indian side expressed concem about unauthorised export of goods of
third country origin such as betel nuts from Nepal into India. The Indian side
also requested that the valuation of goods such as Memory cards being
imported into Nepal may be examined. Instances of smuggling of these
Memory Cards into India have been detected.

The Nepaleseside informed that necessary measures have been taken to
ensure export in conformity with the Agreement of Cooperation to Control
Unauthorized Trade. The Nepalese side further stated that the export of betel
nuts is being made through the CoO issued by the competent authority of
Nepal for its origin.

In addition, to control unauthorized trade, it has taken measures such as
increasing the customs tariff rate and the customs valuation on betel nuts and
improved surveillance at the border to control such unauthorised trade.

The Indian side also stated that there are reports that fertiisers, pulses etc.
are being brought into Nepal from India through routes other than those
specified under Treaty of Trade. Indian side suggested that Nepal Customs
may check the export declaration filed in India to control such trade.

The Nepalese side informed that they have already taken the measures to
control such activity through enhancement in customs valuation.

Both sides agreed on the need to enhance mutual cooperation, and vigil to
control unauthorized trade.

Agenda Item 4: Trade Facilitation Measures

DRP (Outstanding Refundable to Nepal)
‘The Nepalese side stated that there are outstanding amounts of DRP payable
to Government of Nepal which pertain to the period prior to abolition of the

Duty Refund Procedure. They recalled the decision of the 16th Customs DG
level meeting for clearing all pending DRP invoices by 30th June 2013, and

requested that the outstanding dues should be settled shoﬁw
dan * :





[image: image9.jpg]The Indian side stated that Directorate General of Customs and Central
Excise are in the process of verification of the claims which will be settled on
priority by January 2014. Both sides agreed to reconcile the exact amount due.
under the DRP

CVD on Nepalese products

The Nepalese side stated that Countervailing Duty (CVD) is being levied by
the Indian authorities on the export of Nepalese goods, including readymade
garments, copper, brass utensils and Kattha, to India and requested that the
CVD be waived.

The Indian side stated that in the Budget 2013-14, an option was made
available to Indian manufacturers to either pay duty on the manufactured
garments by avaiing GENVAT credit or clear them at zero rate by nct availng
CENVAT credit. Thus, the Indian manufacturers contribute to the exchequer
sither by way of duty on finished gamments or by way of input duties. To
maintain a level playing field, CVD is levied on imported goods.The Indian
side also informed that at present the exciseduty (CVD) is 6.18 % of 30% of
MRP in case of cotton garments and 12.36% of 30% of MRP in case of
garments of other textile material, which effectively works out to 1.85 % and
3.71% respectively and pointed out that this component may not be a major
factor adversely impacting Nepal's exports to India.

The Nepaleseside requested the Indian side to reconsider the issue with
priority taking into account its negative impact on Nepalese exports to India.
The Indian side assured that the matter would be placed before the competent
authority for a decision. The Indian side also offered technical assistance to
improve the competitiveness of Nepal's garment sector.

Mutual recognition of certificates issued by competent authority
of both Governments.

The Nepalese side stated that there was an agreement between Bureau of
Indian Standards(BIS) and Nepal Bureau of Standards and Metrology (NBSM)
7 )
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[image: image10.jpg]in the year 2004 which expired in the year 2007. This agreement has not yet
been renewed. They further stated that theaccreditation of Nepalese labs is
taking a long time and, thus, requested the Indian side to expedite the same.

The Indian side stated that during the India-Nepal Inter Governmental
Committee (IGC) meeting on Trade, Transit and Cooperation to control
unauthorised trade held in New Delhi on October 19-20, 2008 the issue of
need for accreditation to ensure credibility of any lab for acceptance of its test
results was appraised by the Indian side. It was informed by the Nepalese
side that their labs are preparing to get accreditation, which may however take
sometime. The Indian side informed that BIS also operates a Lab Recognition
Scheme which is on the basis of ISO 17025. The Indian side [eiterated that
MOU could not be signed until identified labs are accredited or duly
recognized under the Lab Recognition Scheme. Details of the Lab
Recognition Scheme were shared with the Nepalese side. The Indian side
requested that NBSM could examine and revert. b3

The Indian side further stated that a draft MoU was forwarded by BIS to
NBSMthe response for which is awaited. The Indian side stated that in order
to expedite the matter, it would be appropriate to identify the top products that
are of export interest of Nepal, map the requisite/statutory tests that are
required under the relevant regulations of India and then ensure accreditation
of the labs for these tests. The Indian side stated that a meeting between the
officials of the concered Departments of both the Govermments would result
in resolving any outstanding issues. The Department of Commerce,
Government of India would coordinate and ensure an early date for such
meeting after receipt of intimation from the Nepalese side.

‘The Nepalese side stated that they would examine the draft MoU forwarded
by BIS and revert at the earliest. The Nepalese side further stated that the top
products of export interest to Nepal would be identified and communicated to
India.

The Nepalese side informed that the Department of Food Technology and
Quality Control, Ministry of Agricultural Development, Government of Nepal, is
i

s B





[image: image11.jpg]in the process of finalizing a MOU with the Food Safety Standards Authority of
India for facilitation of food trade between the two countries.

Non- Tariff Barriers in respect of Ayurvedic and Pharmaceutical
products o exports

Herbal products and rosin and turpentine are being exported from Nepal into
India_through Nepalgunj-Rupaidia, Krishna Nagar Badani, point. It was
informed by the Nepalese side that their exporters are being asked to get
transit permit from Forest Department of Uttar Pradesh by paying permit fee
for such export. This has resulted in procedural inconvenience for Nepalese
exporters. It was explained by the Indian side that the Forest Department of
Government of Uttar Pradesh has decided that since rosin and turpentine are
‘forest produce’ such transit permit required. The contention of Nepalese
exporters is that this is a processed product and not forest produce. They
proposed that requirement of permit introduced by the Uttar Pradesh State
Govenment may also be waived for herbal products. The Indian side
responded that this issue requires consultation with the Government of Uttar
Pradesh which will be expedited with a view to resolving this issues at the
earfiest.

The Indian side stated that Department of Drug Administration of Nepal
demands that all Ayurvedic drugs imported from India should have a COPP
Certificate vide WHO-GMP norms though the same is not applicable to
domestic manufacturers resulting in *National Treatment’ not being extended
to Indian imports. Nepal is yet to notify any GMP guidelines for its Ayurvedic,
Siddha and Unani Industry. The GMP Certificate issued by Indian regulatory
authorities should be acceptable to Nepalese Drug Authorities for export of
Ayurvedic medicines since, only few (5-6) Indian Ayurvedic companie$ have
WHO-GMP Certification under COPP (Certificate of Pharmaceutical Product)
scheme as on date. Ayurvedic, Siddha and Unani Drugs approved and in the
Indian market for & period of more than 3 years should gain registration in
Nepal.

The Nepalese side stated that there are existing companies exporting to
Nepal providing WHO GMP certificates for their Ayurvedic products. The
\





[image: image12.jpg]Nepalese side clarified that the requirement of COPP is applicable to imports
into Nepal from all countries. Therefore, it is important that new companies
also provide the required certificates. The Nepalese side further mentioned
that it would revert on this matter after further examination.

Pharmaceuticals:

The Indian side stated that the Department of Drug Administration of Nepal
(DDA) has stopped registration of pharma manufacturing companies until
further notice. As a result, no new products can be registered and exported to
Nepal.

.
The Indian side stated that, since Nepal DDA only allows import of Life: saving
drugs like Vaccines/ Hormones / IV fluids / Oncology and Immunology
medicines from India, most Indian companies are not able to export essential
drugs. Thus, Nepal DDA may permiteasier access for expof of essential
drugs.

The Nepalese side stated that the DDA has ot stopped the registration of
import of essential and life-saving medicines. Registration is made subject to
compliance with the set requirement. The Nepalese side stated also that thé
issue of import of essential medicines would be examined,

v. Customs Duty on Indian products including cement and clinker

Both sides agreed to drop this agenda.

vi.  Abolition of agriculture reform fee on import of primary products
from India. 3

Both sid d to drop thi d %y,





[image: image13.jpg]5. Agenda ltem 5: Dispute Resolution Issues

i lssues Outstanding dues to be paid by respective Indian &
Nepalese Companies.
The Indian side stated that there are number of cases of defaults to Indian
companies by Nepalese business counterparts. One such case pertains to an
Indian Company based in Andhra Pradesh whose dues of about INR 4.5
croreare pending since last three years from M/s Janakpur Cigarette, which is
a Government of Nepal undertaking.

The Indian side requested that ing dues of

may be settled immediately. India further suggested that Nodal officers may
be nominated in the respective Ministries of India and Nepal who can be
referred such cases for recovery of outstanding dues. §

Nepalese side stated that there are cases reported of outstanding amounts
payable to Nepalese companies by Indian companies. Further, Nepalese side
stated that existing intergovernmental practice should be revitalized to
facilitate the settlement of such outstanding.

Both sides agreed to instruct the concemed institutions to resolve  the
outstanding issues at the earliest.

= 6. Agenda Item 6: Trade Related Issues

i.  lssue related to the circulation of Indian Rupees of 500 and 1000
denominations A
The Indian side stated that during the India Nepal Inter Governmental
Committee (IGC) meeting on Trade, Transit and Cooperation to control
unauthorised trade held in New Delhi on December 5-6, 2011 the issue was
deliberated. The Indian side reiterated its concer regarding circulation of
Fake Indian Currency Notes (FICN) through Nepal and security implications \

thereof.
1





[image: image14.jpg]The Nepalese side recalled that during the India Nepal Home Secretary Level
Meeting held in Kathmandu, 2013an agreement was reached to move for the
consideration of their respective central banks and finance ministries to permit
high denomination currency notes upto a limit of INR25,000 per person, and
to consider the establishment of currency exchange counters at designated
entry points for converting high denomination Indian currency into lower
denomination Indian currency or Nepalese currency.

The Nepalese side informed that Nepalese workers in India have been facing
difficulies in repatriating their hard-eamed income into Nepal owing to de-
legitimization of Rs. 500 and Rs. 1000 Indian currency notes and requested
that notes of 500 and 1000 denomination may be allowed for legitimate use in
Nepal and that outlets of Nepalese remittance companies be allowed in India
to collect remittances in India and channel the same to Nepal through banking
system. The Nepalese side also requested to allow Nepalese citigens staying
in India to open bank accounts in India.

The Indian side stated that the banking channels should be utilized to
repatriate money by Nepali citizens working in India. Likewise, the existing
banking channels should be utilized for transferring money for the legitimate
needs of Nepalese students pursuing their education in India. The Indian side
stated that it would examine the matter for further liberalization.

i, Process of simplification for export of Nepalese agro-products to
India

The Nepalese side stated that agro-products exports from Nepal to India are
facing difficulty in market access. The Nepalese side requested for reléxation
of the SPS requirements particularly in the matter of vegetables exports to
India.

The Indian side stated that the agricultural products are required to meet the
mandatory quality standards which are statutory in nature. Market access for
perishable commodities (fuits and vegetables) import is granted after conduct

of pest risk analysis of the commodity for which technical inlun@ s




[image: image15.jpg]provided by the exporting country. For commodities not listed in Plant
Quarantine (Regulation of Import into India) Order, 2003 in respect of Nepal,
technical information may be provided by Nepal for conducting pest risk
analysis, to gain market access to India.

It was decided that a committee consisting of officials of concerned
departments of both the Governments will meet in New Delhi in January 2014

and examine and resolve the relevant issues.

7. Agenda ltem 7: Other Issues.

Automatic renewal of Rail Services Agreement
Both sides noted the in-built automatic renewal provision of !hebRail Services
Agreement.

Trade in energy &

The Indian side stated that both sides should work towards evolving an
institutional mechanism for trade in energy (electricity).

The Nepalese side suggested that the mechanism of secretary level Nepal-
India Joint Committee on Water Resources (JCWR) is available, which deals
with all the bilateral water and power related matters. Therefore, it is
suggested that the issue of power trade be referred to JOWR.

The Indian side also suggested that an appropriate joint venture company
could also be formed (with Nepalese majority control) for trade of energy
between India and Nepal and also with other South Asian countries.

However, the Nepalese side also stated that a concept paper may be
circulated by the Indian side for further detailed discussions.

i, Improving Trading facilities across the border

*  Pending completion of ICP, Birgunj, Cargo Clearance be done at ICD,

Birgunj. E i @\%‘?/r





[image: image16.jpg]«  Temporary use of ICP Jogbani facility by Nepalese authorities ill ICP,
Biratnagar becomes operational.

*  Development of ICP at Sunauli, Distt. Maharajgunj and RupaidinaDistt.
Bahraich, Uttar Pradesh along Indo-Nepal Border

The Indian side made a comprehensive presentation on the status of
construction of ICPs. The Indian side stated that a team of officials from
Government of Nepal may visit ICP, Attarilndia-Pakistan border for better
appreciation of the functioning of this ICP.

The Nepalese side updated progress on matters of land acquisition and
related works and stressed the need for early completion of the project. The
Nepalese  side also positively noted the invitation for visit to ICP Attari.

Both sides agreed to instruct the technical committee to take expeditious
action to complete the civil works and make suitable recommendgtions to the
Steering Committee.

iv. Problem being faced by Indian exporters due to Nepalese
requirement of ARE 1

The Indian side stated that Nepal Rastra Bank vide circular No. 383 (dated
25/03/2007) and subsequent amendments in nofification No. 572 (dated
15/03/2012) and 573 (dated 22/04/2012) under clause 2.5.1 circular 383 NRB,
has made submission of ARE-1 form compuisory under every LG, for payment
to be made in convertible foreign exchange currency to Indian exporters,
without which payment will be made in INR only. Also, Nepalese banks are
insisting on declaration of bank negotiation exchange rate and the LC number
and date on the ARE 1 and discrepancy fees are levied in cases wherd there
is difference in HS code and value of goods between the ARE 1 and export
documents.

The Indian side explained that the format of ARE1 is statutorily prescribed in

India and the exporter cannot incorporate additional details in the form. Also,

the 8 digit HS code in the ARE 1 may differ from the Nepalese HS code since

the HS codes of both countries are harmonised only at 6 digit level. ARE 1
1





[image: image17.jpg]would reflect the ex-factory price of the goods and not the export
FOB/contract value. The Indian side requested that Nepal Rastra Bank may
evise their instructions and relax the requirement of asking for copy of ARE-1
for remittance purpose. In case they have any doubts in specific cases, they
may ask for copies of Shipping Bills (which is the export declaration), for post-
facto verification.

The Nepalese side noted the concern and stated that they would examine.

v. Restoration of Margin of Preference on Import Duty for Indian
Goods

The Indian side stated that the Government of Nepal (GON) e
margin of preference (MOP) on import of Indian goods from 20% in 2001-02
1o 5% in 2006-07. Currently, the margin of preference is 7% on duty rates upto
30% (as it abolished the 25% duty rate) and 5% on duty rates abaye 30%. In
contrast, under SAFTA, the Government of Nepal provides a rebate of 25% or
more, on applicable goods. Indian side reiterated that the restoration of the
eroded MOP would help in deepening the relationship.

The Nepalese side informed that the SAFTA concessions are automatically
available to India. Regarding enhancement of the MOP, the huge trade
deficits of Nepal with India have been hindering forward movement on this
matter.

The Indian side stated that Govemment of Nepal may wish to examine the
issue of having lower tariffs for fuel efficient motor vehicles and electric cars
which would help in reducing petroleum imports.

The Nepalese side stated that they will examine the suggestion during the
next year budget.

vi. Import of petroleum products by Nepalese Private sector

The Nepalese side stated that propane and butane are proposed to be
imported from third countries by private companies of Nepal.These

15 %yy/«




[image: image18.jpg]ingredients will then be mixed in India and the resultant LPG would be
exported to Nepal. The Nepalese side requested that the excise duty and
quota on such exports be waived.

The Indian side informed that such mixing is considered a manufacturing
activity and hence is subject to excise duty as per domestic law of India.
However, the manufacturer of LPG may clear the LPG under claim of rebate
of duty as per the Central Excise law of India. The Indian side stated that they
would take up the matter of waiver of quota and renewal to the concemed
Indian authority upon receiving a formal request from the Nepalese side.

vii. Import of hybrid cows from India.
«
The Nepalese side requested for provision of the necessary authorizations
from the concerned Government authoriies to allow Nepal to import improved
cattle breeds (including milch cow and buffalo) with proven sire index.

The Indian side stated that Government of India has issued guidelines for
import and export of bovine germplasm including live cows. According to
these guidelines, the export of cows is allowed only for breeding purposes.
Export of animals for milk production is not allowed/permitted.

The Indian side further stated that the details of the breed, numbers and the
details of receiving agencies may be forwarded by the Nepalese side so that
the same could be further examined.

© i, Operationalisation of additional custom points.

The Nepalese side requested the Indian side to share the alignment pfan for
the customs point at Maheshpur-Thutibari to enable them to establish facilties
at an appropriate location. It was agreed that the local customs officials would
meet o finalise and mutually inform the alignment of the trade route.
Likewise, the Indian side stated that Thadi-Laukaha trade point has also been
operationalized. 1





[image: image19.jpg]The Nepalese side pointed out that the following agreed trade points are to be
operationalized.

« Sikta -BhiswaBajar,
+ Guleria-Murtia,

The Indian side informed that the land for establishing the LCS at Siktha has
been identified and steps would be taken to operationalise this trade point at
the earliest. The trade point at Murtia could not be operationalised as the land
required falls under a reserve forest. The India side pointed out that the LCS
at Katerniyaghat is located at a distance of few miles to Murtia — Guleria and
steps could be taken to develop this facility to enable greater. volumes of
trade.

The Nepalese sidetook note of the information provided by the Indian side.

The Nepalese side stated that they would examine the suggestion.

ix. Issue

ted to IPR including Trademarks

The Indian side raised the issue of registration of trademarks by Indian entities
and the copying of Indian trademarks/brands by some entities in Nepal.

The Nepalese side took note of theseconcerns and mentioned that they are in
the process of revising the existing IPR related laws in line with the
WTO/TRIPS. The Nepalese side assured that the concerns of the Indian side
will be communicated to the relevant authoritiesfor further examination of
these issues.

x. Export incentive scheme of Government of Nepal

The Indian side stated that the Goverment of Nepal has made a budget
provision in 2010 for a 2% to 4% incentive to exporters on their export
eamings in convertible currency. This provision discriminates against exports
to India in INR. The Indian side requested the Nepalese Authprities to

consider removal.f this discrimination. )
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[image: image20.jpg]The Nepalese side stated that the purpose of this scheme is solely to promote
new market and new products and increasing entrepreneurship in Nepalese
business community. They further stated that at present the scheme is
extended to export in convertible currency only.

xi. SAFTA certificate verification related issues

The Indian side pointed out that clearance of goods claiming benefit of
SAFTA/SAPTA is delayed in cases where the details of authorised signatories
of the Cerificates of origin are not available with the border Customs. To
faciltate the clearance in such cases, electronic sharing of information on
issuance of certificates of origin on a weekly basis in a prescribed format
provided in Article 7 (f) of the Operational Certification Procedures (OCP)
under the SAFTA Rules of Originbetween the issuing authorities and the
Customs authorities is provided. India suggested that this pgovision be
operationalized at the earliest.

The Indian side also pointed out that as per Para 2 under Note to the Protocol
to the Treaty of Trade, with reference to Article V/, import of goods under the
Treaty shall be allowed by the Indian Customs on the basis of the Certificates
of Origin to be issued by the agency designated for this purpose by the
Government of Nepal in the format prescribed. The certification of origin
requires appropriate domain knowledge on value addition and HS. The Indian
side requested the Nepalese side to inform the details of agences and
authorised signatories designated for this purpose. The Nepalese side agreed
to forward the information to the Indian side.

xii.  Movement of goods : India to India via Nepal (LOE) %
This agenda has been discussed at paragraph 2. v. d

Other issues

The Nepalese side mentioned that exporters in Nepal are facing problems in
the export of newspapers, literary books and textireference books in Nepali
language to India. The Indian side assured that the import of newspapers
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[image: image21.jpg]would be facilitated in accordance with the laws of India. In case of text books,
literature and artistic works, an agency designated by the Govemment of
Nepal may certify that such books and works do not contain any
objectionable/ inflammatory content, based on which the import would be
allowed under the Treaty of Trade.

The Nepalese side requested that export of goods from Nepal into India for
purpose of fairs and exhibition may be simplified. The Indian side explained
that for such events, advance ication may be sent to the.

of Revenue, with a copy to the Department of Commerce in India who will
facilitate clearance of such goods.

The Indian side stated that a India-Nepal Joint Business Forum may be
established with the objective of developing a road map for increased
cooperation and mutually beneficial contact and partnership between the two
countries at the Business level. The forum would address issue§ and make
recommendations to IGC for consideration through respective Ministries of
Commerce pertaining to:

i.  Promotion of trade and investment.

ii.  Promotion of business alliances and possibilities for collaboration
between Indian and Nepalese companies.

iii.  Development of synergies to explore business opportunities in third
countries.

The Indian side suggested that the scope of this IGC should be enhanced to
discuss all bilateral economic cooperation issues including bilateral
investments. The Indian side also offered its assistance for skill enhancement
opportunities for concemed Nepalese officials in matters relating to customs
cooperation, taxation issues and trade matters.





[image: image22.jpg]The Nepalese side took positive note of the Indian proposal and stated that it
would respond after relevant stakeholder consultations.

The meeting was conducted and concluded in a warm and friendly
atmosphere.

(Shri S. R. Rao) (Mr.Madhav Prasad Regmi)
Secretary Secretary
Ministry of Commerce & Industry Ministry Of Commerce & Supplies
Government of India ‘Government of Nepal
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