
 

Development of Enterprises and Services Hub (DESH) Bill, 2022 

 

On behalf of the AMCHAM membership, we greatly appreciate the initiatives of the 

Government of India to bring in the new proposed legislation, Development of 

Enterprises and Services Hub (DESH) Bill, 2022. While remaining WTO compliant, the Bill 

is expected to meet the long-pending industry stakeholders' demands, such as 

integration with the local market, steps to ease compliance, and procedural 

simplification. 

We take this opportunity to submit to you our requests on the proposed legislation for 

your kind consideration.  

 
A. Imposition of Domestic Tariff Area Equalisation Levy: 

The Draft DESH Bill seeks to impose a DTA equalisation levy (“EL”) i.e., a duty leviable 
on goods or services removed or provided from a Development Hub to the Domestic 
Tariff Area under Clause 51(1)(c) of the Draft DESH Bill.  

 

Our Request 

We request the Government to consider not imposing the EL as it might not be 

encouraging to potential investors. Additionally, the Group on Revitalising SEZs 

had also noted that DTA sales had become less effective due to the competition 

from imports through Free Trade Agreements. Hence, any imposition of an EL is 

likely to lose the attractiveness of the Development Hubs sought to be 

established under the Draft DESH Bill. While, we understand the rationale 

behind the EL which aims to create a level playing field for sales by units in the 

Development Hubs and those outside of it, we would humbly submit that 

removal of the EL would help revitalize the erstwhile SEZs and transform them 

into economic and employment enclaves by incentivizing businesses to invest in 

such enclaves. 

 

Furthermore, we would request for more clarity regarding the rate of EL that 
will apply to units in the Development hub. We also look forward to having 
information regarding parameters relating to the manner and frequency of 
calculating the rates of EL since any uncertainty with respect to the rate of EL 
might render the scheme less attractive to the industry . 
 
Alternatively, in case the DoC wishes to impose an EL, we request for your 
consideration to do so after issuing regulatory guidance on the principles 
adopted by it for calculating/computing the EL, parties on whom it will be 
imposed, manner of imposition, etc. We also request for a stakeholder 
interaction while going forward with the parameters to calculate/compute EL 
and specification of such parameters be kindly considered in consonance with 
the principles as mentioned under Clause 6 of the Draft DESH Bill. 

 



B. Extension of Tax Benefits to Development Hubs: 
In 2019, the Government of India had introduced a tax provision for promotion 
of manufacturing activities by allowing any new domestic company incorporated 
on or after 1st October 2019 making fresh investment in manufacturing, an 
option to pay income-tax at the rate of 15% and such companies were not 
required to pay Minimum Alternate Tax (”MAT”). This benefit is available to 
companies which do not avail any exemption/incentive and commences their 
production on or before 31st March 2023. In 2022, this concessional corporate 
tax rate of 15% for newly incorporated manufacturing companies was extended 
up to 31st March 2024.  
 
Our Request  
The 15% tax rate applicable on new companies investing in manufacturing and 
established before March 2024 may also kindly be extended to Development 
Hubs under the Draft DESH Bill for a definite time period. The inclusion of a low 
tax rate will also aid in furthering the principles mentioned under Clause 6 of the 
Draft DESH Bill which include generation of employment and economic 
activities. Further, the Group on Revitalising SEZs had noted that one of the main 
challenges facing SEZs was the withdrawal of MAT and dividend distribution tax 
exemption and no alternative benefit had been provided with Income Tax 
exemption approaching sunset in 2020. Thus, by providing a reasonable tax rate 
of 15% and a clear timeline outlining the sunset clause under the Draft DESH Bill, 
the DoC would further encourage in bringing investments into the Development 
Hubs. Therefore, we request the DoC to extend the benefit of a 15% tax rate 
under the Income Tax Act, 1961 to all companies investing in Development Hubs 
irrespective of their date of incorporation.  

 

C. Regulatory certainty: 
Our Request  
In order to ensure regulatory certainty, we request the Government to consider 
that provisions under existing laws be appropriately amended to align them with 
the provisions of the Draft DESH Bill. Existing regulations, exemptions, benefits, 
etc. made under applicable and relevant and connected laws like the Customs 
Act, 1962, the Income Tax Act, 1961, GST Act 2017, etc. be allowed to continue 
since it would be necessary to read all the existing laws in harmony with the 
Draft DESH Bill, and that the Draft DESH Bill itself does not act as a substitution 
for existing statutes. Additionally, the Group on revitalizing SEZs has also 
recommended that appropriate changes need to be made to laws, like the 
Foreign Exchange Management Act, 1999, the Income Tax Act, 1961, the 
Customs Act, 1962, and other central, sectoral, and state laws to ensure clear 
and efficient implementation of the revamped SEZ framework. The Group on 
revitalizing SEZs felt that consistency in government policies is a must for 
enhanced growth of SEZs in India and specifically noted the initial absence of a 
sunset date for the MAT exemption as an instance of prevailing regulatory 
variance. The report of the Group on revitalizing SEZs identified that these 
variances resulted in reducing the number of SEZs in India and hence, we request 



the DoC to ensure the alignment of regulatory policies governing Development 
Hubs and the reflection of such changes under other existing laws.  
 

D. Restrictions based on Geographical location: 
Our Request 
We request that the draft Bill allows individual units to be covered under the 
DESH Bill and should not disqualify units from receiving benefits based on a strict 
geographical location. 
 
We request the DoC to liberally interpret the geographical location as a criterion 
for eligibility of a unit to qualify as a Development Hub and also include units 
outside the Development Hub, that are servicing units in such a hub. 
Investments by large enterprises in Development Hubs would require their 
ancillary units or Micro, Small and Medium Enterprises (“MSME") suppliers to 
establish themselves in the vicinity of such Hubs. It is possible that the area 
demarcated for Development Hubs might not include the areas where such 
ancillary units/suppliers are established/going to be established which may 
increase the cost of logistics for the enterprises investing in the Development 
Hubs. Clause 6(1) of the Draft DESH Bill which states the principles to be followed 
while notifying a Development Hub, at sub-clause (h), provides regulatory 
leeway for the Board, while notifying an area as a Development Hub, to also 
consider any “other such relevant principles”. Therefore, we request that any 
unit that is within the vicinity of a unit located in the Development Hub and is 
incidentally related to or servicing such a unit, may also be considered a part of 
the Development Hub under the Draft DESH Bill. 
 

E. Transfer of ownership and removal of goods: 
Clause 50 of the Draft DESH Bill states that the transfer of ownership in any 
goods brought into, or produced or manufactured in, any Unit or Development 
Hub or removal thereof from such Unit or Hub shall be allowed, subject to such 
terms and conditions as the Central Government may prescribe.  
 
Our Request 
We request that any sale also be considered as Transfer in Ownership and 
therefore, request that the term be defined and clearly articulated as to what all 
construe as transfer of ownership. To remove ambiguity, terms and conditions 
could be discussed with specific industries.   
 
We request that this provision should be liberally interpreted and the conditions 
for the transfer of ownership and removal of goods from any unit or 
development hub be formulated keeping in mind ease of doing business. 
Imposing strict conditions and procedures would hinder daily business 
operations and increase compliance costs thereby defeating the aim of the Draft 
DESH Bill which seeks to increase investment and employment opportunities in 

such hubs. We request that the DoC considers liberalized conditions 

relating to the ownership and transfer of goods in a manner that such 

provisions are easy to comply with and do not increase regulatory costs. 



 
F. Immediate extension of benefits under Draft DESH Bill should apply to existing 

SEZ units: 
 
Clauses 54 of the Draft DESH Bill deals with “Facilitative schemes for 
Development Hubs”. These schemes extend to duty drawback, financial 
subsidies, measures for simplifying compliance, etc. Further, Clause 55 of the 
Draft DESH Bill deals with “Procedural facilitative measures for development 
hubs” which includes self-certification, single point of contact, etc. The 
implementation of the Draft DESH Bill will have to go through the process of 
public consultation, parliamentary scrutiny, and subsequent implementation, 
which we do appreciate may take time before notification of the Bill. However, 
immediate implementation of these beneficial measures in the Draft DESH Bill, 
to existing SEZs will be greatly advantageous for business and for the economy. 
Accordingly, we request the DoC to immediately extend these laudatory 
measures to existing SEZ units as well, and industry and business could take 
advantage of such measures.  
 

G. Scrap :  
Our Request 
To consider that duty should be applicable only on scrap value for scrap 
generated in production, capital equipment and raw material where the units 
request for scraping. This provision exists in SEZ and may kindly be continued in 
the DESH Bill as well.  
 

H. If CapEx isn’t required by unit holder, we request that they should be allowed to 
be de-bonded at depreciated value.  
 

I. The Provision be reviewed every 5yrs.  
 

J. Definitions : DESH Bill should have a draft on definitions to avoid ambiguity. 
 

K. Duty : We request that the Government considers ability to export and sell 
domestically from SEZ site without paying duty on Finished Goods. 

 


