The franchise sector in Nagaland is a growing avenue for business expansion, enabling local
entrepreneurs to tap into established brand recognition and operational frameworks. To promote
investment in this sector, the government of Nagaland has introduced various tax benefits and
incentives. These initiatives aim to encourage the establishment of franchise businesses, support
local entrepreneurs, and enhance the state's economic growth.

Key Tax Benefits and Incentives

A. Income Tax Exemptions
e Objective: To encourage investment in franchise businesses.
¢ Incentives Provided:

o Tax Holidays: New franchise establishments may qualify for income tax exemptions
for a specified period (generally up to 5 years), allowing them to reinvest profits back
into the business.

o Eligibility: Applicable to franchise businesses operating in various sectors, including food and
beverages, retail, and services.

B. Deduction on Capital Expenditure (Section 35AD)
e Objective: To incentivize investment in franchise-related infrastructure.
¢ Incentives Provided:

o 100% Deduction: Businesses can claim a 100% deduction on capital expenditures
incurred for establishing franchise outlets, including necessary equipment,
renovations, and fit-outs.

e Eligibility: Applicable to new franchise units that meet specified criteria.
C. Goods and Services Tax (GST) Benefits

e Objective: To reduce operational costs for franchise businesses.

¢ Incentives Provided:

o GST Exemptions: Certain products and services provided by franchise businesses
may be exempt from GST or subject to a reduced rate, lowering overall costs.

e Eligibility: Franchise operators offering exempted products and services can benefit from
these provisions.

D. Land and Property Tax Concessions
e Objective: To ease the establishment of franchise outlets.
¢ Incentives Provided:

o Reduced Property Taxes: Establishments in the franchise sector may receive
concessions or rebates on property taxes for outlets in designated areas or for
specific types of businesses.

o Eligibility: Franchise businesses operating in designated commercial zones.

E. Interest Subsidies for Franchise Loans



e Objective: To facilitate financing for franchise establishments.
¢ Incentives Provided:

o Subsidized Interest Rates: Reduced interest rates on loans taken for establishing or
expanding franchise businesses, making financing more accessible.

e Eligibility: Franchise owners applying for loans related to business development.
F. Grants for Business Development

e Objective: To support franchise growth and expansion.

¢ Incentives Provided:

o Financial Grants: Government grants for specific franchise development initiatives,
such as marketing campaigns, training programs, and infrastructure improvements.

e Eligibility: Franchise businesses that align with the state's economic development goals.
G. Investment Subsidies for Franchise Projects

e Objective: To encourage the establishment of franchise enterprises.

¢ Incentives Provided:

o Financial Assistance: Subsidies available for setting up franchise outlets, including
grants for initial inventory and infrastructure development.

e Eligibility: Businesses meeting the criteria for franchise project establishment.
Additional Support for the Franchise Sector

e Skill Development Programs: The government supports training initiatives for franchise
owners and employees to enhance operational efficiency and service quality.

e Promotion of Local Entrepreneurs: Initiatives aimed at encouraging local individuals to
invest in franchise opportunities, thereby boosting employment and economic activity.

e Partnerships with Franchise Brands: Collaborations with established franchise brands to
facilitate market entry and operational support for local franchisees.

Recommendations for Investors in the Franchise Sector

e Leverage Income Tax Exemptions: Investors should take advantage of available tax holidays
to enhance the financial viability of their franchise projects.

e Claim Capital Expenditure Deductions: Utilize deductions on investments in franchise
infrastructure to improve cash flow and profitability.

e Explore GST Benefits: Engage in activities that qualify for GST exemptions to lower
operational costs associated with franchise services and products.

e Stay Informed About Government Initiatives: Monitor grants and subsidies that can provide
additional support for franchise development.

The tax benefits and incentives for establishments in the franchise sector in Nagaland provide
substantial opportunities for investors and entrepreneurs seeking to establish or expand franchise



businesses. By availing themselves of income tax exemptions, capital expenditure deductions, and
various subsidies, franchise businesses can improve their financial sustainability while contributing to
the state's economic growth. As the government continues to promote investment in this vibrant
sector, now is an ideal time for stakeholders to explore franchise opportunities in Nagaland.



