§535.420

(g) Question. Prior to the effective
date, a bank subject to the jurisdiction
of the United States has issued or con-
firmed a documentary letter of credit
for a non-lranian account party in
favor of an Iranian entity. The Iranian
entity presents documentary drafts
which are deficient in some detail. May
the non-lranian account party waive
the documentary deficiency and make
payment?

Answer. Yes, provided payment is
made into a blocked account in a do-
mestic bank. However, the non-lranian
account party is not obligated by these
Regulations to exercise a waiver of
documentary deficiencies. In cases
where such a waiver is not exercised,
the amount of the payment held by the
account party is blocked.

[44 FR 69287, Dec. 3, 1979, as amended at 44
FR 75353, Dec. 19, 1979]

§535.420 Transfers of accounts under
§535.508 from demand to interest-
bearing status.

Section 535.508 authorizes transfer of
a blocked demand deposit account to
interest-bearing status at the instruc-
tion of the lIranian depositor at any
time.

[44 FR 76784, Dec. 28, 1979]

§535.421 Prior contractual commit-
ments not a basis for licensing.

Specific licenses are not issued on
the basis that an unlicensed firm com-
mitment or payment has been made in
connection with a transaction prohib-
ited by this part. Contractual commit-
ments to engage in transactions sub-
ject to the prohibitions of this part
should not be made, unless the con-
tract specifically states that the trans-
action is authorized by general license
or that it is subject to the issuance of
a specific license.

[45 FR 24433, Apr. 9, 1980]

§535.433 Central Bank of Iran.

The Central Bank of Iran (Bank
Markazi Iran) is an agency, instrumen-
tality and controlled entity of the Gov-
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ernment of Iran for all purposes under
this part.

(Secs. 201-207, 91 Stat. 1626, 50 U.S.C. 1701-
1706; E.O. 12170, 44 FR 65729; E.O. 12205, 45 FR
24099; E.O. 12211, 45 FR 26685; E.O. 12276, 46 FR
7913; E.O. 12279, 46 FR 7919; E.O. 12280, 46 FR
7921; E.O. 12281, 46 FR 7923; E.O. 12282, 46 FR
7925; E.O. 12283, 46 FR 7927, and E.O. 12294, 46
FR 14111)

[46 FR 14336, Feb. 26, 1981]

§535.437 Effect on other authorities.

Nothing in this part in any way re-
lieves any persons subject to the juris-
diction of the United States from se-
curing licenses or other authorizations
as required from the Secretary of
State, the Secretary of Commerce or
other relevant agency prior to exe-
cuting the transactions authorized or
directed by this part. This includes li-
censes for transactions involving mili-
tary equipment.

(Secs. 201-207, 91 Stat. 1626, 50 U.S.C. 1701-
1706; E.O. 12170, 44 FR 65729; E.O. 12205, 45 FR
24099; E.O. 12211, 45 FR 26685; E.O. 12276, 46 FR
7913; E.O. 12279, 46 FR 7919; E.O. 12280, 46 FR
7921; E.O. 12281, 46 FR 7923; E.O. 12282, 46 FR
7925; E.O. 12283, 46 FR 7927, and E.O. 12294, 46
FR 14111)

[46 FR 14336, Feb. 26, 1981]

§535.438 Standby letters of credit, per-
formance or payment bonds and
similar obligations.

(a) Nothing contained in §§535.212,
535.213 and 535.214 or in any other provi-
sion or revocation or amendment of
any provision in this part affects the
prohibition in §535.201 and the licens-
ing procedure in §535.568 relating to
certain standby letters of credit, per-
formance bonds and similar obliga-
tions. The term funds and securities as
used in this part does not include sub-
stitute blocked accounts established
under section 535.568 relating to stand-
by letters of credit, performance or
payment bonds and similar obligations.

(b) No transfer requirement under
§535.213 or §535.214 shall be deemed to
authorize or compel any payment or
transfer of any obligation under a
standby letter of credit, performance
bond or similar obligation as to which
a blocked account has been established
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pursuant to §535.568 or as to which pay-
ment is prohibited under an injunction
obtained by the account party.

(Secs. 201-207, 91 Stat. 1626, 50 U.S.C. 1701-
1706; E.O. 12170, 44 FR 65729; E.O. 12205, 45 FR
24099; E.O. 12211, 45 FR 26685; E.O. 12276, 46 FR
7913; E.O. 12279, 46 FR 7919; E.O. 12280, 46 FR
7921; E.O. 12281, 46 FR 7923; E.O. 12282, 46 FR
7925; E.O. 12283, 46 FR 7927, and E.O. 12294, 46
FR 14111)

[46 FR 14336, Feb. 26, 1981, as amended at 46
FR 30341, June 8, 1981]

§535.440 Commercially reasonable in-
terest rates.

(a) For purposes of 8§535.212 and
535.213, what is meant by ‘‘commer-
cially reasonable rates’ depends on the
particular circumstances. In the case
of time or savings deposits, the ‘“‘com-
mercially reasonable rate” is that rate
provided for by the deposit agreement
or applicable law. With respect to other
obligations where the rate remains to
be determined, it is presently expected
that the ‘“‘commercially reasonable
rate”” will be the rate agreed upon by
the bank and Iran. However, where a
deposit has in fact operated as a de-
mand account under Treasury license,
it would be appropriate to treat the de-
posit for purposes of §§535.212 and
535.213 as a non-interest bearing ac-
count. Furthermore, in the event that
the Iran-U.S Claims Tribunal (the
“Tribunal’’) determines that interest
additional to that agreed upon between
the bank and Iran, or compensation or
damages in lieu of interest, is due Iran,
then that amount determined by the
Tribunal to be owing to Iran shall be
transferred as, or as part of, the inter-
est at ‘“‘commercially reasonable rates”
required to be transferred pursuant to
§§535.212 and 535.213, regardless of any
settlement between the bank and Iran
or any release or discharge that Iran
may have given the bank.

(b) The contingent interest of Iran in
any liability for further or additional
interest, or compensation or damages
in lieu of interest, that may be claimed
in, and determined by the Tribunal,
constitutes an interest of Iran in prop-
erty for purposes of this part, and no
agreement between Iran and any per-
son subject to the jurisdiction of the
United States is effective to extinguish
such lIranian interest in property un-

§535.441

less so specifically
Treasury Department.

(c) For deposits held as time deposits,
no penalty shall be imposed for early
withdrawal. (In this connection, the
Board of Governors of the Federal Re-
serve System has determined that ap-
plication of the penalty for early with-
drawal of time deposits transferred be-
fore maturity, pursuant to §535.213 is
not required.)

(Secs. 201-207, 91 Stat. 1626, 50 U.S.C. 1701-
1706; E.O. 12170, 44 FR 65729; E.O. 12205; 45 FR
24099; E.O. 12211, 45 FR 26605; E.O. 12276, 46 FR
7913; E.O. 12277, 46 FR 7915; E.O. 12278, 46 FR
7917; E.O. 12279, 46 FR 7919; E.O. 12280, 46 FR
7921; E.O. 12281, 46 FR 7923; E.O. 12282, 46 FR
7925; and E.O. 12294, 46 FR 14111)

[48 FR 253, Jan. 4, 1983]

licensed by the

§535.441 Settlement Agreement re-
garding small claims.

(a) Award No. 483 of June 22, 1990 of
the Iran-United States Claims Tri-
bunal, approving and giving effect to
the Settlement Agreement in Claims of
Less Than $250,000, Case No. 86 and
Case No. B38, dated May 13, 1990 (the
“‘Settlement Agreement’’), constitutes
a determination by the Iran-United
States Claims Tribunal of all claims
encompassed therein within the mean-
ing of §535.222(f) of this part. In accord-
ance with §535.222(f), upon payment
from the Security Account to the
United States, the Settlement Agree-
ment shall operate as a final resolution
and discharge of all claims encom-
passed by the Settlement Agreement
for all purposes. All such claims shall
be subject to the exclusive jurisdiction
of the Foreign Claims Settlement Com-
mission on the terms established in the
Settlement Agreement and by the pro-
visions of Public Law 99-93, Title V,
Aug. 16, 1985, 99 Stat. 437, applicable to
en bloc settlements of claims of U.S.
nationals against Iran.

(b) Pursuant to the Settlement
Agreement, the private claims subject
to that agreement and this part are
“* x * claims of less than $250,000 each,
which have been filed with the Tri-
bunal by the United States on behalf of
U.S. nationals, which claims are in-
cluded in Cases Nos. 10001 through
12785, and which are still pending, * * *
;7 and “* * * claims of U.S. nationals
for less than $250,000 which have been
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