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v .THE GOVERNMENT IS planningto -

- bringa few amendments tothe Spe-
*'cial Economiic Zones (SEZ) Act, 2005
in the winter session of Parliament,
. withaviewtogivingmore operational
flexibility to units in these tax-free

enclaves, especiallywhen it comes to

salesinthedomestictariffarea.

These amendments are being ° §
-taken up.even as the Development - |

of Enterprise and Service Hubs Bill
(DESH),which is meant foran over-

haul of the SEZ regime, is facing *

‘delays after the finance ministry
cited huge revenue implications.
~* According to an official source, a
keydemand from SEZsistotreatsales
by SEZ units il the domestic market
akin to imports from countrieswith
which India operates bilateral free
trade agreements (FTAs). Imports
. from FTA countries are subject to
- concessional/nil import tariffs.
“The amendrhents proposed in

the cuprent SEZ Act will enable’some -

of thechangesin thelegislativeprovi-
sionsgoverning thesezones thatwere
eatlier proposed to be done through
the DESHBill”the officialwhodid not
wish tobeidentified,said. -
Currently, sales from SEZs to
DTAsaresubiject tothe buyer paying
the basic customs duty (import tat-
iff) and Integrated Goods and Ser-

vices Tax (IGST) applicable on the

product concerned. Other levies on
imports like anti-dumping, coun-
* ‘tervailing ‘and safeguard duties

(underthe CustomsTariffAct,1975)

comesinto playwherever apphcable
SEZs reckori that easier access to

DTAwillhelpboosttheiroperational -

and economic viability. SEZs by
design are tax-free enclaves meant
for boosting exports, but over the
years the performance of these zones
- havebeenatparwith,oratbest mar-
ginally, been better than sections of
. DTAunitswheniteomestoboosting

anges to SE

e

inter Session

2018-19

1201920

2020-21

2021-22 - -

\_India s merchandlse exports

forelgn exchange mﬂows

' The DESHBillisfrieant toreplace -

SEZ Act. However; the -revenue

department rejected the commerce
ministry’s proposal in the Bill to -

extend abenign corporatetaxrateof
15% until 2032 for greenﬁeld and

’ certam brownfield units in these -

hubs. The revenue department had
expressed réservation on the pro-

. posaltointegrate the hubswith the

domesticarket, as such a concept
goes against the current SEZ struc-

ture with clear export obligations .
based on which certain incéntives
' (suchas duty-freeimportsof goods)

are extended to these units.
The FTA-like treatment for SEZs

has also'been contested by manu- *
facturing units outside the SEZs.As~

SEZsget manytaxand non-taxcon-

cessmns,umts otitside SEZs saythat‘ﬁ _b :
' saleswﬂl endnpdlstomngﬂ:ea:portg ,

greaterﬂemblhtyfor SEZs'DTAsales

would end uphurtmgthem “Inthe

amendments,wevnll stnve to strl.ke
a balance,” the official said;

Parhament s “‘winter sessmn
starts on Décembert 4 and goés on

till Décember 22. Ttwill thelast full-

session of the House during the
term ofthe 17th Lok Sabha.

The idéa behind DESH Bill,
which was first announced in the
Budget of 2022-23,is towiden the

“ambit of thé SEZs frorn the parrow

focus on exports. Under the pro-
posed new framework, state gov-
ernmentsweretobe included askey
partners tostrengthen the single

window based clearancesand also .
‘a'si : _refund all dities and tax nefit

allowed into-the DTA on the same

- termsas Fl‘Axmports thismightdis- -

incentivise exports and turn SEZs
into backdoors forimporting goods
duty-free for the. domestic market,
defeatmg ‘the purpose of having
éxport-focused zones! ‘.

Other amendments in the SEZ
Act propose to make de- notifica-
tion norms for SEZs easier and
streamline approval process for
units. De-notification is basically

anapproval granted to develope'rs

to opt out of the SEZ scheme after
being partt of it. When" SEZs are
denotified the developers haveto:

‘ -"Theyalso‘requ‘ e

focusof SEZs “Ifgoods from SEZsare

. businesssense.
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