Welcome Amendment To The Net Foreign Exchange Conditions For Units In An
IESC

Rule 53 of the Special Economic Zones Rules, 2006 ("SEZ Rules™) imposes the obligation
on units established in a special economic zone to maintain a positive net exchange, calculated
cumulatively over a five-year period using a prescribed formula. However, this requirement
of achieving a positive net foreign exchange can be burdensome, particularly during times of
anticipated economic slowdown.

In December 2019, the Government of India introduced an amendment to the SEZ Rules by
incorporating Rule 53A, which provided exemptions to Alternative Investment Funds,
Mutual Funds, and insurance office units situated in an International Financial Service Centre
from complying with Rule 53.

Following a sandbox run and numerous representations made to the Ministry of Commerce
and Industry, the Government of India, through a notification dated April 27, 2023, has further
amended Rule 53A of the SEZ Rules. This amended rule grants an exemption to all units
offering financial services, established in an International Financial Service Centre and
regulated by the International Financial Services Centers Authority, from complying with
Rule 53 of the SEZ Rules, specifically regarding the Net Foreign Exchange Earning
requirements.

This amendment is a welcome change, especially at a time when concerns about non-
compliance repercussions during an economic downturn are prevalent. The revision
reinforces the commitment to provide enhanced operational freedom to units established in
International Financial Service Centers like GIFT City, thereby delivering a truly
international experience.
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DISCLAIMER

This alert has been written for general information of our clients and should not be treated
as a substitute for legal advice. We recommend that you seek proper legal advice prior to
taking any action pursuant to this alert. We disclaim all liability for any errors or omissions.
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MINISTRY OF COMMERCE AND INDUSTRY
(Department of Commerce)

NOTIFICATION
New Delhi, the 27th April, 2023

G.S.R. 334(E).—In exercise of the powers conferred by section 55 of the Special Economic Zones Act,
2005 (28 of 2005), the Central Government hereby makes the following rules further to amend the Special Economic
Zones Rules, 2006, namely: -

1. (1) These rules may be called the Special Economic Zones (Second Amendment) Rules, 2023.

(2) They shall come into force on the date of their publication in the Official Gazette.

2. In the Special Economic Zones Rules, 2006, for rule 53A, the following rule shall be substituted, namely: -

‘53A. Exemption.- Nothing contained in rule 53 shall apply to a Unit setup in an International Financial
Service Centre providing financial service and regulated by the International Financial Services Centres Authority.

Explanation. - For the purpose of this rule, "financial service" shall have the meaning as assigned to it in
clause (e) of sub-section (1) of section 3 of the International Financial Services Centres Authority Act, 2019 and
“International Financial Service Centre” shall have the meaning as assigned to it in clause (g) of sub-section (1)
section 3 of that Act.’.

[F. No. F-20019/3/2019-SEZ-Part(1)]
L SATYA SRINIVAS, Addl. Secy.

Note.- The principal rules were published in the Gazette of India, Extraordinary, Part-11, Section 3, Sub-section
(i), vide notification number G.S.R 54(E), dated the 10™ February, 2006 and lastly amended vide notification number
G.S.R. 125(E), dated the 23" February, 2023.
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