The Information Technology sector in Nagaland is pivotal for fostering economic development,
enhancing job creation, and promoting digital transformation across various industries. Recognizing
the potential of this sector, the government of Nagaland has instituted several tax benefits and
incentives to attract investments, support startups, and build a robust IT ecosystem. These initiatives
aim to enhance infrastructure, encourage innovation, and promote sustainable growth.

Key Tax Benefits and Incentives
A. Income Tax Exemptions
e Objective: To stimulate investment in IT infrastructure and services.

¢ Incentives Provided:

o Tax Holidays: New IT companies can benefit from complete income tax exemptions
for a specified period (generally up to 5 years), aimed at alleviating the financial
burden during the initial phase of operations.

o Eligibility: Applicable to startups and established businesses engaged in software
development, IT services, and other related activities.

B. Deduction on Capital Expenditure (Section 35AD)
e Objective: To encourage substantial investments in IT infrastructure.
¢ Incentives Provided:

o 100% Deduction: Establishments can claim a 100% deduction on capital
expenditures incurred for setting up IT-related facilities, including data centers,
software development units, and technology incubation centers.

e Eligibility: This benefit is available for companies investing in new IT infrastructure that
meets specific criteria set by the government.

C. Goods and Services Tax (GST) Benefits
e Objective: To reduce the operational costs of IT businesses.

¢ Incentives Provided:

o GST Exemptions: Certain IT services such as software development and IT consulting

may be exempt from GST or subject to a reduced tax rate, helping to lower overall
costs.

e Eligibility: Providers of exempted IT services and products can benefit from these provisions.
D. Land and Property Tax Concessions

e Objective: To ease the financial implications of establishing IT facilities.

¢ Incentives Provided:

o Reduced Property Taxes: IT businesses may receive concessions or rebates on
property taxes for land used for developing IT infrastructure, thereby reducing initial
setup costs.



o Eligibility: This benefit applies to IT parks, software development units, and technology
incubation centers.

E. Interest Subsidies for IT Loans
e Objective: To facilitate financing for IT operations.
¢ Incentives Provided:

o Subsidized Interest Rates: Reduced interest rates on loans taken for establishing or
expanding IT-related businesses and infrastructure, making financing more
accessible.

e Eligibility: Startups and established businesses applying for loans related to IT development
can avail of this benefit.

F. Infrastructure Development Grants
e Objective: To support significant investments in IT infrastructure.
¢ Incentives Provided:

o Financial Grants: Government grants are available for establishing IT parks,
incubators, and related facilities aimed at fostering a thriving IT ecosystem in
Nagaland.

e Eligibility: Projects that align with the state’s objectives for IT and digital development.
G. Investment Subsidies for IT Projects

e Objective: To promote the establishment of IT-related enterprises.

¢ Incentives Provided:

o Financial Assistance: Subsidies available for setting up IT businesses, including grants
for necessary infrastructure development and operational support.

o Eligibility: Businesses meeting specified criteria for IT project establishment.
Additional Support for Information Technology

o Skill Development Programs: The government supports various training initiatives aimed at
enhancing the skill sets of the workforce in the IT sector, ensuring that local talent is
equipped to meet industry demands.

e Research and Development Grants: Financial assistance is provided for innovative IT projects
and technological advancements, promoting research initiatives within the state.

e Partnerships with Educational Institutions: Collaborations with local universities and
technical institutes aim to foster entrepreneurship, innovation, and research in the IT field.

Recommendations for IT Investors

¢ Maximize Income Tax Exemptions: Investors should leverage available tax holidays to
enhance financial viability during the critical early years of business operations.

e Utilize Capital Expenditure Deductions: Claiming full deductions on investments in IT
infrastructure can significantly reduce taxable income and improve cash flow.



e Stay Informed on GST Benefits: Investors should actively seek out and apply for applicable
GST exemptions to lower operational costs associated with IT services.

e Engage with Government Initiatives: By participating in government programs and

partnerships, investors can gain access to additional resources and support for their IT
ventures.

The tax benefits and incentives for establishments in the Information Technology sector in Nagaland
offer a substantial opportunity for entrepreneurs and businesses seeking to invest in this dynamic

industry. By taking advantage of income tax exemptions, capital expenditure deductions, and various
subsidies, companies can not only improve their financial sustainability but also play a crucial role in
driving the state's digital transformation and economic growth. As Nagaland continues to develop its

IT ecosystem, now is an opportune time for investors to contribute to and benefit from this evolving
landscape.



