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Section 481 Film Corporation Tax Credit

Part 15-02-04

. This document should be read in conjunction with
section 4{:{ the Taxes Consolidation Act, 1997 (as amended by Finance Acts 2018, 2020,

z ;l 2021, 2022 and 2023).

The information in this document is provided as a guide only Q

Reve“ue :.‘ is not professional advice, including legal advice. It should not b
= : - assumed that the guidance is comprehensive or that it provides a

Cdin agus Custaim na hEireann . .

Ifieh Taseand Customs definitive answer in every case.
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This Tax and Duty Manual (TDM) should be read in conjunction with:

¢ e Regulation 119 of 2019 (Film Regulations, 2019)

Io# e Regulation 358 of 2019 (Film (Regional Film Development Uplift) Amendment
G Regulations 2019)

*
. A/I Part 04-10-01 (on travel expenses),

° é Rart 04-06-17 (on food and accommodation),
[ )

(
1D rt 04-06-23 (on family wages) and

% TDM Pa -01-06 (travel and subsistence for office holders and employees)

Sectioﬁ Relief is@ect toE ission regulations in the granting of State Aid, as
at

such refe is made@t e Ai @'ia within this guidance, with definitions taken

directly from@ﬁgulatu&yemin Aid.
B B R
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1 Introduction

The purpose of this manual is to provide guidance on the operation of the film corporation
tax credit provided for in section 481, Taxes Consolidation Act, 1997 (TCA), supplemented by
theyFilm Regulations 2019 (the Regulations) and the Film (Regional Film Development Uplift)
Amendment Regulations 2019. It sets out the relevant principles for determining the value
of the credit, explains some of the key terms and details the transitional arrangements from
the pre-Finanmee Act 2018 Revenue certification model to the post Finance Act 2018 self-
assessment model for new films and films already in progress.

The relief.is availableiin respect ofiqualifying films, to film producer companies on particular
expenditlre provided certain conditions, as laid out in statute and regulations, and as
specified in the film certificate, are met.

The relief is given at 32% of the lowest of:

a) eligible expenditure;
b) 80% of the totalicost of prodiction of the film; or
c) €125,000,000%;

and may be claimed against aiproducer company’s corporation tax liabilities. In the event
that the relief due is greater than any tax du€ by a,producer cempany? in respect of a
qgualifying period, then a payment‘of.the excessiwill'be made:byithe Revenue
Commissioners (Revenue).

* This new maximum expenditure amount applies to projects;certified®n or after 28 March
2024. The previous expenditure cap of €70,000,000 continues te apply*to projects certified
before this date.

Section 41 of Finance Act 2023 extended the operation/®f schemego‘include projects
certified up to 31 December 2028.

' See 5.4 for further information on what constitutes a “producer company”.
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2 How to make a claim

2.1 Finance Act 2018 changes

Follewing commencement of the Finance Act 20182, and in contrast to the former position,
Revenue is no longer directly involved in the application process and instead, claims under
section, 481 are made on a self-assessment basis and are subject to Revenue’s Code of
Practice.for Revenue Audit and other Compliance Interventions. This Code is a set of
guidelines far outlining the processes that must be followed by Revenue, taxpayers and tax
practitioners when Revenue is conducting enquiries.

Under the self-asséssment basis, the administration of the film corporation tax credit has
been separated inte'two steps:

1._The first step«involves the certification of a film as a qualifying film by the
Minister for'Culture, Heritage and the Gaeltacht (the Minister).

2. The second stepsinvolves the pfeducer company making a claim for credit
reliefghrough Revenue’s Onling Service (ROS).

A ‘qualifying film’ is a filna"for which thé Minister has‘issued a cultural certificate under
section 481(2).

In anticipation of the move to seélf:assessment.with effect'from 27 March 2019, section 26
of Finance Act, 2018 provided fortransitional arrapgements‘in respect of applications
already in progress. The procedures to.be followed inrespect of applications subject to the
transitional arrangements and the self-assessment system are set otftisbelow.

2.2 Transitional arrangements — how the'changes affect current applications

2.2.1 Revenue certification model applies

Under the former Revenue certification model, on receipt of anfapplication for credit
relief from the applicant, Revenue liaised with the Dgpartment of Culture, Heritage
and the Gaeltacht (DCHG) to obtain a letter of “culture.authorisation>*Once a letter
of authorisation had been received by Revenue from DCHG"the application was
verified and processed by Revenue. Depending on the circumSstances ofithe.claim,
Revenue would issue an Approval in Principle (AIP) letter, a non-payment certificate
or a payment certificate (see 5.9 for more information). Relief was then claimedsby
amending the corporation tax return (Form CT1).

2 Finance Act 2018 also saw the introduction of the Regional Film Development Uplift dealt with at 2.4 of this manual.
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Applications relating to films that have been ‘completed’3, prior to 27 March 2019,
continue to be dealt with under the Revenue certification model i.e. the projects will
receive a final Revenue payment certificate enabling the producer company to claim
credit relief, to the value of either 100% or the remaining balance (see 2.3.2) through
the Form CT1.

2.242 New system of self-assessment applies
Selfsassessment is explored in more detail at 2.3. The following includes the
scenarios where the new system applies to applications already in progress.

2.2.2.1#%, Where an application had been made to Revenue prior to 27 March
2019, culture authorisation had been received, Revenue issued a
payment or a.non-payment certificate but the film is not yet ‘completed’
then; regardless of'whether a claim for payment was made on foot of
certifieate, the certificate is now treated as a ‘cultural certificate’ (see
2.3.1 forfusther details)wAny future claims for credit relief should be
made on a self-assessment:basis.

2.2.2.2 Where an application has recéived authorisation from the Minister, no
Revénueicertificatedvas been issued by Revenue, but the application may
have received the AlP letter, the Minister’s authorisation is treated as a
cultural certificate and thelapplicatian falls to self-assessment.

2.2.2.3 Where an applic¢ation has not received authorisation from the Minister
before 27 March 2019; the application will bei@ssessed by the DCHG and
any subsequent claims pertaining ta'the applicatien will be on a self-
assessment basis.

3 Please see 5.7 for the meaning of ‘completion’.
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2.3 New applications - applying under the self-assessment system

2.3.1 Step 1: cultural certificate application [section 481(2)]
In the case of a new application to be made under the self-assessment system, as
outlined at 2.1 above, the first step involves a producer company applying to the
Minister in relation to a film project for a certificate stating that the film is a
qualifying film for the purpose of the credit (the “cultural certificate”) at least 21
working days prior to the commencement of the main body of the Irish production.

The process of application for a certificate is set out by the DCHG in their guidance
note. An application for as«¢ultural certificate must be made directly to the Minister
using the form set out by the.DCHG and accompanied by such information and
supperting documeéntation, as prescribed in the Regulations or required in the
application,form.

A cultural certificate is aistatement that a film is a qualifying film for the purposes of
the credit and mayentitle the'producer ¢ompany to make a claim for the credit. A
cultural certificatesissued by the'Minister williplace conditions on:

a) the producér company;

b) key personnelon.the project;

c) the nature of the acknowledgement required.in the opening or closing
credits of the film; and

d) certain requirements if‘relation to, the skills develepment of personnel on
the project.

Further details regarding these conditions‘isavailablefat.5.10.

A cultural certificate is issued on the basis of thesinformation'supplied during the
application process. Any material change in thesinformation supplied that may arise
as the project progresses must be notified to the Minister. If the.nformation on
which the certificate is based is incorrect, misleading orffincompletej‘or the Minister
is not notified of material changes to the production, thecertificate'may,not be valid
for the purposes of making a claim for the film corporation tax credit.

The following flowchart gives an overview of the certification process:
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conditions for
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with Cultural
Test and/or
Industry test

commencing

Certification Process

DCHG ce Pf\tlon process
The. cultural™certificate [s.481(2) and (2C)(c) and Regulations 3 to 6]

p2: ma claim through Revenue [section 481(2G)(b)]
ﬁ.ﬁe a pro compa eceived a cultural certificate and complies with the
ot)? out in n 481, it may claim the film corporation tax credit in
its T1. Re ayr supportmg documentation to substantiate the
cIaim tlme %oglucer ¢ any is required to have all records necessary to
support thﬂclalm for favallabuﬁbr consideration by Revenue at the point of
making the ee R ions 2-5 4.8 for further detail on books and

records).
o ¢

A claim for the cred%be ma an app? y amending the Form CT1, for

god, th ROS, ei z'
a) in full, based on a@{xpenditlfﬁ'thin 6 %of completion
-

(Regulation 9) of the filrlﬂr
b) a claim for up to 90% of redit basJ‘ budge(@(penditure, can be

made during the course of th?ucti ct to certain conditions, with
the balance claimed, in accor ?wnh Re

jon 9, within 6 months of
completion (please see 5.7 regar

r‘@of ‘completion’).

“Budgeted expenditure” refers to an amount cted to @rﬂended on the
ost of production”

the relevant accounti

the m

production of the film, that qualifies for relief as r the *
or as “eligible expenditure” (or amounts up to €12 .DOO w e reIevant)

In accordance with Regulation 7(2), the claim based on%ted ex%;ure is

conditional upon evidence being available:

a) by way of a certificate, to demonstrate that funding agreements have beé,
executed and the attaching conditions have been satisfied; or $
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b) that shows an amount of not less than 68% of the amount on which the film
corporation tax credit is based has been lodged with a financial institution by a
gualifying company;

c) of a broken-down budget showing eligible expenditure and where the eligible
expenditure is greater than 50% of the total cost of production, the total cost of
production; and

d). of signed production, financing, distribution, or sale of the film agreements.

2.3.3 Accounting period in respect of which relief can be claimed

Therelief can be claimed after a Minister’s cultural certificate has been granted once
all other requirements of the credit are met. The relief is availed of by reducing the
tax duesfor the qualifying period by the value of the credit.

The “qualifying period” is the accounting period the specified return date of which
immediatelyprecedes the'claim. Where this accounting period is less than twelve
months, the qualifying periodiincludes the previous accounting period that
commences on a.date 12 months or more before the end of the short accounting
period. Where the'qualifying period.is made up of two (or more) accounting periods
the corperation tax of theearlier period is reduced in priority to the later period.

The claim is made by amending the Corparation tax return, for which a Form CT1 has
been completediand filed. Itisinot possiblesto make a claim on a return that has
been filed early until the specified return‘date has also passed. However, it would be
possible in such a'seenario to make a claimonsthe previous return which has been
filed and for which the'specified réturn date has passed. Some examples are set out
below to illustrate this:principle.

Example 1

Producer Company A receivedia cultural certificate on ¥*February 2019. It
prepares its accounts for the accounting perigd to 31 December each year.

The Form CT1 in respect of the accountihg period®o/81 December 2018 is due to
be filed on or before 23 September 2019. Therefore, the claim cannot be made by
amending the Form CT1 for the accountingiperiod 31 December 2018 for the
certification received on 1 February 2019 untilafter the 23 September filing date.

The Form CT1 in respect of the period 31 December,2017 was.due and filed on 23
September 2018. Producer Company A can amend this Form CT lste claim relief at
any time after certification once all the other requirements of the'credit are met.

10
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Example 2

Producer Company B received a cultural certificate on 1 October 2019. The
producer company prepares its accounts for the accounting period 1 June to 31
May each year. In 2018 it opts for a short accounting period from 1 June to 31
December 2018 after which it intends to prepare accounts from 1 January to 31
December annually.

While the Form CT1 for the accounting period to 31 December 2018 was filed on
23 September 2019 this is for a short accounting period. Therefore, the qualifying
peried includes the accounting period 1 June 2017 to 31 May 2018 and the
amendment should be made in the return for the earlier accounting period.

The Fonm €T1 in respect of the period to 31 May 2018 was due and filed on 23
February:2019. Producer.Company B can amend the Form CT1 in respect of the
accounting period 31 May.2018 at any time following certification once all other
reguirements.ofithe creditiare met.

Example3

Producer Company C received a cultural certificate on 1 October 2019. The
producer company preparessits.accounts for the accounting period to 30 June
each year.

The Form CT1 for the agcounting peried for 30 June 2019 is due to be filed by 23
March 2020 but Producer,€ompany:C filés this rettirn on 1 September 2019 in
advance of the receipt ofithe cultural'certificate.

While the Form CT1 has been ¢ompleted and filed in respeet of the accounting
period ending 30 June 2019, Producer Company € cannot'amend the Form CT1 for
the period to 30 June 2019 to claim the relief forthe film until‘both the cultural
certificate has been received and thelteturn filing'date of 23 March 2020 has
passed.

11
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Example 4

Producer Company D received a cultural certificate on 31 December 2019. The
producer company prepares its accounts for the accounting period to 30 June

v/
O(“ each year.
Q

The Form CT1 for 30 June 2019 is due to be filed by 23 March 2020, however,
Producer Company C files this return early, in January 2020.

e,form CT1 for the accounting period to 30 June 2019 cannot be amended for
ultural certification received on the 31 December 2019 until the specified

z return Eate has passed.
¢ Howev: ' se Form CT1 in respect of the accounting period to 30 June 2018 was

due and n23M 2019. Producer Company D can amend the Form CT1
or.the acc ing peri une 2018 and claim the relief.
J}
234 Documenéo / ('
Prior to m cIalm Qﬁ‘er self-as s ent an applicant is required to have
documentat ace in @rdance chedules 2-5 of the Regulations, that
will be made av e to Re upon i uest.

2.3.5 Excess credit [section 4& (b)] G
In the event that the cre imed tion tax liabilities for the
qualifying period and the nt prod ?D no other outstanding

taxes, the excess amount can be |d to tﬁpducer ch'paqy

““ ’)‘,
the ¢
mpan

12
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Before / during process of making Following completion/ delivery

film and acceptance
¢ . 1
O Producer company prepares Producer company prepares
“ documentation in accordance with documentation in accordance with
@ & Schedule 2 of Film Regulations Schedule 3 & 4 of Film Regulations
’ v ’

Producer claims credit for the
balancing payment/full credit based on
final expenditure by amending CT
return on ROS

g,__ﬂﬁ___'________\ I S

Producer claims credit based on
budgeted expenditure by amending CT
return on ROS

Revenue may select to check for | I Revenue may select to check for |
compliance with legislation, regulationsl jcompliance with legislation, regulationsl
| and conditions of certificate I | and conditions of certificate I
A A o) _®
Revenue issue 90% payment Revenue issue payment/balance of
_ ) ) payment
(subject to compliance with s.481 TCA, (subject to compliance with s.481 TCA,

regulations & conditions of certificate) #*%  Regulations & conditions of certificate
- v L' N @ |

All claims remain subject to review, in line with {:\II claims remain subject to review, in line with
Revenue’s Code of Practice for Revenue Audit Revenue’s Code of Practice for Revenue Audit
and other Compliance Interventions and other Compliance Interventions

Figure 2: Application Process "ﬁ (b '(“é
2.4 Regional Film Developm@ Uplift [éﬁbn 481&) and Regional Film
Development Uplift Regula}w s] t“ .J" .
O & %
The Regional Film Development Uplift appliWere tf& production of a film was
n rfts

primarily produced in an assisted region?, a uirements,in relation to

certai
training in that locale. Where the Minister issuﬁ Itura!@cate that specified that the
Regional Film Development Uplift applied, an incr d rate o t‘l\corporation tax credit
was available for claims made on or before 31 Dece%ZOZ& t‘

The uplift is no longer available to new claims and will onFy@pl\‘ on C(Qletion where

initial claims were made before 1 January 2024. ‘3' %

O

9 ”

) @4&
o

4 An ‘assisted region’ is an area specified in paragraph (1) of the Annex to the Commission Decision C(2014)3153 ) ’

°g
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The increased rates of film corporation tax credit that were available under the Regional
Film Development Uplift were as follows:

e for claims made on or before 31 December 2021 the rate of the credit was 37%,
e for claims made from 1 January to 31 December 2022 inclusive the rate was 35%,
e for claims made from 1 January to 31 December 2023 inclusive the rate was 34%.

3 "Caleulating the credit

3.1 Costs.relief may be claimed against [section 481(1) and the Regulations]

To arrive at'the value of expenditure that relief may be claimed against, an analysis of the
expenditure mustbe carried out to determine whether it falls within the parameters of
whatsis‘permitted byslegislation.

A brief.synopsis of “qualifying expenditure”, the “total cost of production” and “eligible
expenditure”lis set out below, but further information on the meaning of each phrase is
provided at seéction 5 of this.manual.

» An analysis of'the.total amount of expenditure, incurred to produce the film in both
the State and globally, must-be*carried out te,determine what may be deemed
“qualifying expenditure” in accordance with Part 7 of the Regulations

» An analysis of the “qualifying expenditure” incurred both globally and in the State,
“wholly, exclusively and mecessarily” in'the production of the film, must be carried
out to determine the “totali€ost of production”.

» An analysis of the “total cost of'production’incurred in the'State only, must be
carried out with regard to individuals employed in the produetion of the film,
individuals providing labour only services in the preduction of thee film and the
provision of certain goods, services and facilities, t@ determine the “eligible
expenditure” in accordance with Part 8'of the Regulations.

Qualifying expenditure: total global expenditure reducéd by,costs not allowed
under Part 7, Film Regulations;

Total cost of production: qualifying expenditure less costs not wholly, exclusively
and necessarily incurred on production ofithe film;

Eligible expenditure: total cost of production less costs expended outside the
State and, of the costs expendedsin the State, less those
costs not incurred on employees, labour only services or
certain goods, services or facilities under Part 8,
Regulations.

14
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To be entitled to relief, “de minimis” levels apply. The production cannot qualify for the
incentive if the value of the total cost of the production is less than €250,000 or if the
“eligible expenditure” is less than €125,000. Once the total cost of production and eligible
expenditure for a qualifying film have been identified it is then possible to calculate the
value of the credit. As set out at section 1, a claim for the film corporation tax credit is
calculated as 32% of the lowest of:

a) eligible expenditure;
b) »80% of the total cost of production of the film; or
€){"€125,000,000.

3:2 . Examples'of qualifying and eligible expenditure

The following examples are providedto show the process of identifying which costs may be
included in €aleulating the different levels,of expenditure for the purposes of section 481.

Example 5

Irish producer«€ompany AB'is producing a.film almost entirely based in Ireland.
Company AB must first reviewithe productien.budget with reference to Part 7 of the
Regulations to ascertainithe qualifying expenditure. This will involve identifying and
removing non-qualifying fees, costs.after delivery, publicity costs, etc.

Company AB must next reduee the qualifying expenditure.down to the total cost of
production. Each item of qualifying expenditute must be considered under the
wholly, exclusively and necessarily rule in theicontext of theiqualifying film. For
example, the purchase of specific petied costumestosmake a period-set film will
meet the wholly, exclusively and necessarily test.

Once the wholly, exclusively and necessarily test has been"applied to the qualifying
expenditure, this results in the total cost of production whi€h can be used in
calculating the credit with reference to the limitss#”Asterritorial test must be applied
to identify the eligible expenditure —i.e. that portioniof the totalcost of production
which is incurred in the State subject to the requiremeénts regarding employees and
certain goods, services and facilities (please see 5.3).

Company AB can now calculate its credit as 32% of the lowest/of:

a) eligible expenditure;
b) 80% of the total cost of production of the film; or
c) €125,000,000.

15
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Example 6

Irish producer company BC is commissioned by a foreign broadcaster to make a
television series. As the series is being produced as a service contract it will be co-
produced by the commissioning company with a significant level of costs expended
outside the State. Revenue may require sight of the global budget where it is
claimed that the eligible expenditure is greater than 50% of the total cost of
production (or global budget) under Regulation 7(2)(c).

First, Company BC must review the total agreed budget and reduce it by any costs
excluded under Regulations 11 & 12 of Part 7 to identify the qualifying expenditure.
Next, they ' must review thé budget and, using the wholly, exclusively and necessarily
test, identify any costs that must be removed in order to calculate the total cost of
production. Anyseosts not incurred in the State should then be identified to calculate
the eligible.expenditure’in accordance with Part 8 as this figure will be used in
conjunction with the total cost of production to calculate the how much of the
eligible expenditure may.be used to calculate the credit.

3.3 Common queries - establishing¥alue of costs

As outlined in more detail at section 4.8, a producer company should have records in place
to substantiate any claim for credit reliefi This ensures that in the event of a Revenue
compliance intervention, evidence is available to support the taxpayer’s claim to relief that
the costs were “wholly, exclusively and necessarily” incurred.to produeethe film.

3.3.1 Costs recharged by the producer companytoithe qualifying company
Section 481 specifies that a special purpose production‘cempany, referred to as a
qualifying company, is set up for each film (see5.5). The legislation requires that the
costs be incurred by the qualifying company. Revenue acknowledges that, in certain
circumstances, it may be unavoidable that the producer companyincurs the cost on
behalf of the qualifying company. In this event, Revenuewill accept bona fide costs
incurred by the producer company being re-charged tothe qualifying.company and
forming part of the producer company’s claim where the expense qualifies'for relief
and the necessary records are available to evidence that. In determining whether
costs are bona fide regard should be had to the “wholly, exclusively and necessarily”
rule. Such costs may include:

16
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» Adirect re-charge of an expense incurred by the producer company on
behalf of the qualifying company. This may occur, for example, where the
producer company hires a sound stage for a number of days and charges
it down to the qualifying company.

» Are-charge of a portion of an expense incurred by the producer
company. This may occur, for example, where producer company staff
are used for a qualifying film on a part-time basis. The method of
apportionment should be substantiated and documented.

Different patterns of expenditure will be seen in different parts of the industry. For
examplejtin animation and VFX the majority of the costs charged to the qualifying
company will be a portion of ongoing costs incurred by the producer company,
whereas for live action films'more of the costs will be one-off items that can be
incurred directly by the qualifying company. Therefore, different issues will arise in
relation to relatedsparty expense for different parts of the industry. Once the cost
has been'incurred“wholly, excliisively and necessarily” for the purposes of
producing the film and satisfactory evidence can be presented to support the claim
the cost should.qualify for relief.

In determining thepvalue to be attributed to'costs charged by the producer company
to the qualifying company regard should be hadto the nature of the relationship, the
fact that generally, the*qualifying company is established by the producer company
and that as a result theygare,related parties. In thatweégard, for amounts paid to
company directors or shareholders, or peérsons connected with those directors or
shareholders, reference should:be:made tothe principlesiSet out in Revenue’s TDM
Part 04-06-23 on Family Wages‘as®they will apply,to these.amounts.

3.3.2 Producer Fees
Production overheads and producer related.fees are.a’common related-party
transaction, typically associated with live action films, which should be
substantiated. It is recognised that production cempaniesthave significant expertise
in the area of production which is required to ensure qualifying films are developed,
produced, completed and delivered to the exact requirements‘of.commissioning

entities.

“Eligible producer related fees” are fees paid for producerservices carried’out by the
producer company and included as the total cost of productief incurred by the
qualifying company. These fees will be categorised in the budget as including
“Producer”, “Co-Producer”, “Executive Producer” fees and “Production/Overhead”
corporate fees.
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Revenue will accept as reasonable, such expenditure, as forming part of the “eligible
expenditure”, where such producer related fees relate to services, that:

a) are typical or representative of what a producer operating in the relevant market
segment would normally be expected to do (please see 5.11 for further details);

b). the services are performed wholly, exclusively and necessarily for the purposes
of the film production; and

c)’ _the fees fall within certain parameters as follows:

i. that the eligible producer related fees do not exceed 15% of the
global budget where the eligible expenditure is in excess of 80%
of the.global budget; or

ii. that the eligible producer related fees do not exceed 10% of the
global budget where the eligible expenditure is less than 80% of
the'global budget.

Where productiof"eompaniésihave in-house expertise in other production areas, for
example, Director, Legal Counsel; Head of Production, Writer, Script Editor, other
Editorial, the productien compahy'is permitted to charge these individuals to the
budget at cost-recovery rates only.

It should also be noted thatithe percéntages indicatéd.above are not intended to
operate as a minimum-levél fee rate foriproduction services. Equally, the
percentages may be higher where'it can be/substantiated. *Regard should be had to
the arm’s length principle in determining what the market‘rate, would be. The arm’s
length principle operates to attribute a price to @ transaction at@a,level where it
would be reasonable to consider thatithe,transaction wquld have been entered into
by independent parties.

In that regard, producer companies must ensure‘that, at allktimes, they are not in

breach of section 481(2A)(f)(i) and the requirementsfor expenditure to be “wholly,
exclusively and necessarily” is adhered to.
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3.3.3 Cost included in certain contracts between producer company and third parties
As noted above, arrangements can differ across sectors within the film industry.
While producer fees may typically be associated with live actions films, single,
comprehensive, third party contracts which cover the entire production/piece of
work may be a more common feature in respect of the animation industry or VFX.

In that regard, where there is an agreement with a third party, for example, where a
producer company has been commissioned to produce a film, or part of a film, by a
third party and the producer company engages a qualifying company, then the costs
set eUtiunder the contract between the third party and the producer company may
be re-charged to the qualifying company to enable it to claim the credit subject to
the comments below.

Should the claimfor film relief'ever be subject to a Revenue compliance
intervention, the.eéhtract may be accepted as a document evidencing the claim for
relief . Subject to the'other conditions, relating to allowable costs, being satisfied,
this mayibe feasible where, for instance:

» the third'panty is such that it would be reasonable to assume that the arm’s
length principle® appliestto any contract between it and the producer
company;

» that any contract'entered into with a preducer company is comprehensive
and detailed; and

» it can reasonably be'presented as evidence that the specified costs are
“wholly, exclusively andrnecessarily’/incurred to produce the film.

3.3.4 Costs that will not qualify for relief
As outlined above for example, in the'event of any'Revenue compliance
intervention, Revenue officers may consider‘that a contract between a well-
established, independent, third party and theiproducer company provides
reasonable evidence to support a claim for relief,’subject to theicondition that the
costs being re-charged were “wholly, exclusively @and necessarily™sincurred. In other
cases, more details may be required. In addition toitemssof expenditure that would
not be considered “qualifying expenditure” or “eligible expenditure”smaccordance
with Parts 7 and 8 of the Regulations, costs that will not'qualify include;

5i.e. that the parties are non-related, independent entities dealing with each other at arm’s length.
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» Amounts that are re-charged to the qualifying company, but were not costs
actually incurred by the producer company. These cannot qualify under the
“wholly, exclusively and necessarily” rule as no costs were actually incurred.
However, where the amount to be re-charged relates to use of an asset, for
example, a set and that set is owned by the producer company and used in
the production, then that cost may qualify for relief as capital expenditure, as
described under 3.12.

» » Amounts re-charged to the qualifying company that are in excess of the cost
actually incurred by the producer company. A producer company may not
claim relief on any amount recharged to the qualifying company in excess of
thecost it actually incurred. Such inflated costs would not qualify under the
“wholly, exclusively'and necessarily” rule.

Example 7 = leasing space

If the qualifying company leases space fromitheé producer company, the first question must
be: how much is the space costing the producericompany? The cost charged to the
qgualifying company should not generate an un-éarned profit in the producer company.
Therefore, if the producericompany isilleasing the space from a 3" party, a portion of the
cost of that lease (allocatedfon floor space)imay be an@ppropriate amount to charge.

Example 8 — employee costs

A producer company has a number of full-time crew on its payroll, whose services are
provided to each of its qualifying companiesias required. In calculatingthe amount that can
be charged for their services regard should beshad to bothithe salary of'each crew member,
but also the costs associated with having full time employees(e.g. HR costs, hiring costs,
training costs etc.) The value at which the crew aresrechargedishould take account of the
ongoing costs of employment.

3.4 Catering

Reasonable on-site catering, away from the production office, Wwhich is available to all staff
for the duration of a shoot, at a location, will be accepted as eligible expenditures#For
smaller productions this may be the provision of a fully stocked fridgej rather than'a
catering truck. Itis important to note that where a person is away from the production site
where the on-site catering is available the normal rules will apply to reimbursements (e.g.
they must either be within the civil service rates, necessary and subject to PAYE or invoiced
under a contract for services).
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3.5 Travel and subsistence expenses - employees

The reimbursement of travel and subsistence expenses to employees involved in the
production of the film, where those reimbursements are in line with civil service rates (refer
to Tax and Duty Manual (TDM) Part 05-01-06), will in most cases be accepted as incurred
whbolly ahd exclusively in the production of the film. This covers both “per diem” (i.e. daily)
expenses.and re-charges of vouched expenses. Generally, reimbursements in excess of the
allowed amoaunts will not be included as expenditure upon which credit relief may be
claimed.

However, where such amounts are subject to PAYE and they are wholly, exclusively and
necessarily incurredinithe production of the film they may be accepted as forming part of
the total cost of productien. Revenué’s manuals listed below should be consulted.

TDM Part 04-10-01(onstravel expenses),

TDM Part 04,06-17 (on.féod and accommodation),

TDM Part 04:06-23 (on family wages) and

TDM Part 05-03#06 (travel and.subsistence for office holders and employees)

3.6 Travel and subsistence expenses.-iSelf employed

Where the qualifying company reimburses individuals other'ithan employees for travel and
subsistence, that reimbursement must'be' made pursuant to the individual’s contract for
services and any such amount should befingluded on affinvoice frémsthat individual to the
qualifying company. Such invoices should provide cleardetails of the'expenses in respect of
which the reimbursement is sought (for example, so that itfis possible for the qualifying
company to determine whether or not the expenserelates,to geods / services acquired
from an Irish supplier).

3.7 Others

Amounts paid in respect of individuals (e.g. flights to Ireland for,spouses, children or specific
personnel providing services to an actor) who are not providing any'service to'therqualifying
company directly will not form part of the total cost of production.
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3.8 Expense ltems

Care should be taken in respect of taxi costs that the use of taxis is wholly, exclusively and
necessarily incurred on the production of the film. Where taxis are used in a manner that
would not give rise to a benefit-in-kind (BIK) on an employee, then it is likely that the cost
can be ineluded within eligible expenditure. Details of passenger name, from/to destination,
amount,date and purpose of each trip should be recorded where taxis are reimbursed.

Receipts aresrequired to substantiate all items of expenditure including petty cash.

3.9 “Entertainmentiand hospitality

Staff entertainment costs, such as offiee parties, wrap parties, gratuities, flowers or gifts, are
not wholly and‘ex¢lusively ineurred in the production of the film. They therefore do not
qualify as part of the total costiof.production:

3.10 Publicity [Regulation 12(a)]

Publicity and launch parties cannot relate toithe production. of the film, meaning that costs
associated with these cannot formspart of the total cost ofpreduction. Equally, web
presence and social media campaigns are not eligible expenditure. Cinema hire, to show the
film, is not a cost of production but it is.accepted thatereasonable cinema hire for test
screenings, prior to completion of a filmj is/a cost of production.

3.11 Gifts/ Gratuities and voluntary payments

Gifts and gratuities will not form part of the total cost of.production."Any amount paid by
the qualifying company which it did not have to pay — aveluntary payment — will not be
eligible expenditure. Fees linked to production but are not necessary toithe production
such as association & membership fees, for example Screen Producer’s Ireland Levy, do not
form part of the total cost of production or are not eligible expenditure.

Note: section 481 provides that for costs to qualify as amounts upon which reliefimay be
claimed, they must be incurred in the production of the film. Other b&na fide, business
expenses, that fall outside of what is permitted by section 481 may still qualify for a
corporation tax deduction at a rate of 12.5%.
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3.12 Capital items [Regulation 12(e)]
3.12.1 Larger capital items

Consideration must be given to items of a capital nature, used for the production
which have a value at the end of that production. Regulation 12(e) stipulates that
expenditure on capital assets used in a production, which are not used up in that
process are non-qualifying expenditure, meaning they may only be included as
expenditure if used up during the production.

Revenue'aceepts that a production company may utilise capital items over the
course of alnumber of productions (e.g. IT equipment or a set). Revenue will accept
as reasonablé, the apportionment of the cost across a number of productions, where
it is' clear that while*the capital item is not used up in the production of a particular
project,.that projecticould not be preduced without utilising those capital items.

An apportionment calculated in line withithe principles of Capital Allowances may be
considered reasanable. This'will depend ofithe circumstances of each case, some
items may havefansacceleratéd.rate whichimay be more appropriate to use. It will be
the responsibility of the productionscompany‘to provide evidence of the cost they
are claiming on an individual produétion and equally across all productions where
the cost is being claimeds

Example 9

A production company purehases expensive IT equipment to produce a TV
series in January 2020. On completion of the42-week shoot, the IT
equipment still has a value and eanistill be utilised.

It is not appropriate to claim the full'eost of that'equipment in the
expenditure of the TV series, as it is notsised up. The production company
intend to use the IT equipment again in the"production of.a film later in the
same year. They believe they will have furtheffuse for it'in"2021 in the
production of season 2 of the TV series in 2024"but no other use in that year.

In the normal course of business, this item is depreciated at 12¢5%"per
annum based on the net cost of the asset. It may bedacceptable thatan
apportionment of 12.5% across the 2 productions maybe claimed as
qualifying expenditure in 2020. It may equally be possible to claim the*full
12.5% solely against season 2 of the tv series in 2021 if it is put to no other
use in that year.
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3.12.2 Smaller Capital Items

Equally where larger capital items in general would not naturally be used up in the
course of one production, it is not realistic that smaller capital items (e.g. phones,
laptops, tablets etc.) are always used up over the course of one production. Revenue
will apply a similar principle to the apportionment of smaller capital items to that of
larger.

Example 10

Ten'smart phones are purchased for use by actors hired during the
production of a film to be shot on location in Ireland. The 4 week shoot
commences in March.2020 and ends in April 2020, at which time the phones
are handed'hack to the production company.

The smart phones'still have a value and will continue to be used on other
productions. It isinot appropriatethat the entire cost of these phones is
chargedito the production of thefilm.

It may be aceéptable that anapportionment be claimed as qualifying
expenditure ini2020. In someiinstances, it may be acceptable that an
accelerated appartionment isiclaimed, as the®tseful economic life of the
asset may be less than'the normygEqually, if an.item is only in use for a small

period of the year, the apportionment.should refléct that.

3.13 Professional fees (Regulation 12)

In calculating the taxable trading profits of a company, it has beén.a long-standing practice
that the costs of preparing the accounts and the tax‘return are treated as wholly, exclusively
and necessarily incurred for the purposes of producingsa qualifying film: On that basis,
reasonable costs associated with a production accountantawill be accepted as eligible
expenditure.

The costs of acquiring rights necessary for the production of the film'may formpartof the

total costs of production. Therefore, any legal fees associated with®acquiring thoge, rights
will also be included in the total costs of expenditure.
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Costs incurred for tax consultancy services and costs in respect of the Companies
Registration Office obligations i.e. the company formation, statutory returns and associated
filing fees are not allowable.

314 Financing costs

Expenses incurred in raising financing are incurred to put the company in a position to
produeé a‘film, but they are not wholly, exclusively and necessarily incurred in the
productionof;a film. Therefore, these amounts are not eligible expenditure.

\Where a loan isiadvanced to assist with development of a project the cost of repaying that
loangis not eligible expenditure. However, the actual costs which the loan was taken out to
meetumay have been'incurred whelly and exclusively in developing the project and may
qualifysaseligible expenditure.

3.15 Training£osts

Costs related to skills development on the production of a film, for example as required by
the Minister for the purposes of the certificate, may be eligible and would not incur a BIK®
for the individual.

3.16 Development expenditure

Costs may be incurred in Ireland during the.development of a filmgproject. If the same
producer company continues to produce the film this may be eligiblesfexpenditure for the
purposes of the production of a film.

However, if another producer company purchases the rights to, further develop the project
in place of the former producer company, this cost'is now considered to be an intellectual
property (IP) acquisition cost. While the IP acquisition'eests, and subsequent relevant costs,
may be included in calculating the value of expenditure upon.which reliefimay be claimed,
any costs incurred prior to the point of the IP acquisition mustsbe ignored in‘calculating this
sum.
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4 Eligibility to relief

4.1 Tax compliant [section 481(2A)(b)(ii)]

The producer company, the qualifying company and other companies controlled by the
producericompany, in addition to anyone linked to the producer company or qualifying
companysthrough a 15% shareholding must be tax compliant in order to be eligible for relief.
This includes*ensuring that PAYE is correctly operated on emoluments for all employees.

The'ebligationito be tax compliant is set out under section 481(2A)(b)(ii). If the accounts are
prepared by an agent or accountant, they may keep the records on behalf of the taxpayer.
However, the taxpayertis ultimately responsible for their record keeping. Further
informationsregardingtaxpayers’ obligations in relation to keeping books and records is set
out at section4:8.

4.2 Corporate Structure [Section 481(2A)(f)(ii)]

Simple structures provide'the most trahsparent mechanism for the delivery of the project.
Complicated structures invelving a large atumber of companies or other entities for the
production, financing or distribution of a film'may result in any claim for film relief being
refused where it is reasonable to.consider that.there is no'commercial rationale behind the
structure. Equally, a producer company may not be‘entitled to_ make a claim in respect of
film relief where the corporate structurethinders Révenue in verifying or establishing
compliance with the conditions of the relief.

4.3 Budgeted Film Corporation Tax Credit [section481(2G)(b)(i)]

4.3.1 Inflated expenditure [section 481(2A)(f)(i)]
A producer company shall not be entitled to make aiclaim foria “budgeted film
corporation tax credit” under section 481(2G)(b)(i) if it'weuld bé*reasonable to
consider that any item of proposed expenditure is inflated i.e. artificially increased.
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4.3.2 Project funding [Regulation 7(2)]
Signed and fully executed finance agreements from all those contributing funding

form part of the documentation required to support a claim for the budgeted film

corporation tax credit. These agreements must indicate the amount of each

contribution and when the funding will be made available to the producer company or

another entity participating in the production of the film (for example, a co-producer).

Thefunding must be made available to the company on terms whereby it will not be

repaidiuntil the film has been delivered and accepted. The funding must be made

available by way of a cash contribution, for example by way of a loan or subscription

for shares of other cash investment. It is not acceptable to provide the funding in non-

cash form by, for example, deferring fees.

4.4 Undertaking in'difficulty [Rescuing and Restructuring Guidelines]

Relief in respect of section 481 cannot be grahted where the producer company or the film

group (4.4.1) it is part.of is an undertaking in difficulty.

A producer company or d campany in‘the.film group will be considered an “undertaking in

difficulty” when, without intervention byithe State, itwillialmost certainly go out of business

in the short - medium term. Therefore, an'undertaking is cansidered to be in difficulty if at

least one of the following circumstances occurs:

(a)

(b)

(c)

in the case of a limited liability company;Where more than half of its subscribed
share capital and share premium has disappeared as a résult of accumulated
losses. This is the case when deduetion of accumulated losses from reserves
(and all other elements generally €onsidered as partsof the own funds of the
company) leads to a negative cumulative amount that exceeds half of the
subscribed share capital;

in the case of an unlimited company, wheré ' more than'half of its capital as
shown in the company accounts has disappeared as a resultsef accumulated
losses; or

where the undertaking is subject to collective insélvéhcy procéedings or fulfils
the criteria under its domestic law for being placed in cellective inselvency
proceedings at the request of its creditors.

For the avoidance of doubt where the undertaking is part of a group and on consolidation

the overall group is not an “undertaking in difficulty” then the producer company or other

company within the film group will not be considered an “undertaking in difficulty”.
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4.4.1 Film group [Regulation 2]

A film group is made up of a producer company and all of its partner businesses and
linked businesses.

44.2 Linked businesses

Two businesses (being businesses carried on either by a company or a sole trader)
are considered linked businesses where:

(a) one business holds the majority of the voting rights in the other business;

(b) one business can control the board of the other business;

(€)one business has a right to exercise dominant control over the other
because of a contract or because of something in the business’
constitutions; or

(d) one business, which'is a shareholder in another business, can actually
controkthat other business because of a shareholder agreement.

Consideration must be given to whether or not (a) to (d) would apply if the
relationship was traced through a naturaliperson, or a group of natural persons
acting jointly."\Where a relationship is traced through a natural person, the
businesses will dnly*be linked'where the twobusinesses are in the same or adjacent
markets. Businessesioperate in adjacent markets if. they are operating in the market
directly downstream ar upstream aof'each other,.e.g. in customer / supplier markets
regardless of whether on'not there is@ customer /supplier relationship.

4.4.3 Partner businesses

Two businesses are considered partner businesses where thewy.are not linked
businesses and where one business (either solely oralong with.linked businesses)
holds 25% or more of the share capitalor,voting rights of anothér business. Where a
relationship is traced through a natural‘person, the businesses will only be partner
businesses where the two businesses are inithe same or adjacent markets (that is,

either operating in the market directly downstream or upstream of the producer
company).
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4.5 Deggendorf rule [section 481(2A)(vi)]

The producer company cannot make a claim for the credit if any company in the film group
is'the subject of an outstanding recovery order. The Deggendorf rule provides that an
applicant in respect of state aid in one Member State cannot be granted the aid applied for,
where a'declaration is made by the European Commission to the effect that an aid granted
by anether'Member State is illegal and incompatible with the internal market. This remains
in place untikall amounts due to be repaid to the latter Member State have been returned.

4.6+ Certain financial arrangements [section 481(2C)(b)]

A company shall not, ether than in gertain specific circumstances, be a producer company if
the financiallarrangements that the cempany enters into, in relation to the qualifying film,
are:

(i) financialiarsangements of any typé with a person resident, registered or
operating.in aterritory.outside the EU or a territory with which Ireland does not
have a Double'Taxation Treaty (DTT); ot

(i) financial arrangéments underWhich fundsareichannelled, directly or indirectly,

to, or through a territory outside'the EU or a‘territory with which Ireland does
not have a DTT.

A company may still be regarded as a producer company if the arrangements involving such
a territory relate to an investment in a qualifying filmgand/or the filming of part of a film in
the territory, provided sufficient records aretin. place.

4.7 Withdrawal of the relief [section 481(3A)]

4.7.1 Circumstances where relief may be withdrawn
The legislation provides that where the producer company or qualifying company:

a) makes a claim contrary to section 481(2G);

b) fails to comply with any of the provisions of section,481 or the Regulations;

c) fails to comply with any of the conditions specified in ascertificate;

d) fails to comply with section 481(2A)(b)(ii) i.e. the producer company;
qualifying company, any company controlled by the producer company, and
each person who is either the beneficial owner of, or able directly or
indirectly to control more than 15% of the ordinary share capital of the
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producer company or the qualifying company is not fully tax compliant within
the time referred to in section 481(2C)(e);

e) thereis areduction in the budgeted expenditure so that the amount claimed
is in excess of 90% of the revised budgeted film corporation tax credit;

f) where the amount budgeted, upon which a claim was based, is not spent
wholly and exclusively on the production of the qualifying film without
unreasonable delay.

4.7.2 Interestand penalties [section 481(3A)(e) and Revenue Code of Practice]
Interést will accrue from the date on which the amount was paid by Revenue.
Depending on the reason for the relief being withdrawn, and the manner in which
the withdrawal happens, penalties, publication and prosecution may be applicable.

Regard should be had to the Code of Practice for Revenue Audits and other
Compliance Interventions to determine whether or not a penalty or publication may
arise."Aspenalty may'be‘avoided, forexample, where the amendment is a “self-
correction”, an “innocenterror” or a “technical adjustment”.

4.7.3 Recovery of fundsi[section 481(3A)(c)]
Where a credit hassbeen paid.tosa producer'company by Revenue and it is
subsequently found that all or part.of the amount is not in accordance with section
481, then the overpaid‘amount may'be recoveréd from the company, any director of
the company, or any person,who is the beneficial @wner or able to control more than
15% of the ordinary share eapital of the producer company or qualifying company.

4.7.4 Reduction of claim based on budgeted expenditure
As outlined above, if a claim under section 481(2G)(b)(i) has been made, but there is

a material change to the expenditure theipraducer company should revise the claim
and repay any amount in excess of the revised, 90%.
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Example 11

Producer Company A has made a claim for credit relief for 90% based on the
expected budgeted amount of eligible expenditure. Producer Company A completes
the film and is now in a position to claim the balance of the credit relief.

Praoducer Company A identifies that they did not in fact spend as much as they had
anticipated when they originally made the claim for 90% and they have claimed
reliefiin excess of what they are actually due.

Producer Coampany A reviewed their tax affairs throughout the process. They
monitoredithe budget andstook all reasonable steps to ensure they complied with
their tax obligations. On discovery of the mistake, Producer Company A immediately
amended their return and repaid the amount that was not actually due.

There isian advantage in.Ptroducer‘Company A reviewing their tax affairs regularly.
Revenue will facilitate taxpayers who discover errors after submission of their
returns and who'wish to regtify the positioh. To encourage this, Revenue have
options outlined‘insthe Revenue’s Code of Practice, which will allow taxpayers, on
their own initiative, teswrectify mistakes without facing penalties. It should be noted
however, that statutony interest stilliapplies in these instances.

Not all instances of an overelaim will meetthe criteria‘attaching to these options and
it is suggested that, if there is thepossibilityithat the budget of a production may fall
short of what is anticipated, a conservative appreach when’claiming the initial
payment would be appropriate. This,can always be corrected.on.completion and will
avoid the additional interest and penalties that may‘eccur due te'an unintentional
overclaim.

4.8 Maintaining books of accounts and other re€ords [section,481(2C)(c)]

A company will not be regarded as a producer company if it d@és nét provide,the records
necessary for Revenue to verify compliance with section 481 wheh requested tosdo,so.

The producer company is required to have all relevant documentationsprepared before
making a claim for the credit (Part 4, Regulations), whether it is based on budgeted
expenditure (section 481(2G)(b)(i)) or actual expenditure on completion (section
481(2G)(b)(ii)).
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In order to minimise delays or queries, information, records and documentation should be
maintained to a standard that ensures that entitlement to the relief is clear to both the
taxpayer and Revenue. For example, the amount under a particular heading on the budget
may be out of line with the industry norm for a particular reason. In the event of a Revenue
intervention, any claim for relief must be substantiated and evidenced to otherwise any
claim to relief may be subject to a withdrawal.

Books and records should be used to support a claim for film credit relief and so they should
clearly show the accounting process. For example, costs of payments to service providers,
that are to be included in any claim for relief, should be evidenced by:

a) being recorded in books of account in a manner that clearly shows the amounts
involved and matters to which each amount relates, and
b) supported by receipts and invoices.

Such payments‘being recorded as, for example, “petty cash” would not be appropriate.

Regulations 2-5, 7 andi8 set out«certain books and records which must be kept by a
producer company and'a.qualifying.company, over'and above the normal requirement to
keep books and records as.set out in‘thedax Acts."sT’he.companies are required to keep
these records for a period of 6'years fromthe completionsof the qualifying film.

The records which must be keptinclude butare'not limitedtesthe following:

Y

books of first entry;

Y

trial balances;

A\

all linking documents to the financial'statements.i.e* petty cashsdocuments, receipts
etc;

invoices;

credit notes;

bank statements;

YV V VYV V

all ledgers coded as per the original budget.

Records which show qualifying expenditure, the total cost ofgpraduction and’the eligible
expenditure must also be kept. Details of any transaction with-aifmember ofithe film group
must also be kept. In preparing the material to support a claim, thedbudget forthe film
should be in “Universal” format or similar (see Schedule 2 of the Regulations). In the case of
a co-production, details should be given of the particular items of expenditure to be'fiinded
by each co-producer.

32



Tax and Duty Manual Part 15-02-04

These records should be available to Revenue on a compliance review. If during compliance
Revenue raises questions on the make-up of a figure included in the top sheet production
expenditure summary, the company is required to have this back-up documentation ready.

Separately, as the method upon which relief is claimed is transitioning to self-assessment, it
is important to have regard to the rules elsewhere in the TCA with regard to maintaining
boaks and records. Helpful information regarding the maintenance of books and records
can be'found in Revenue’s Books and Records TDM Part 38-03-17.

4.9. Obligation to produce the books and records of certain persons

Revenuemay require'the producer company or qualifying company to produce sufficient
appropriate evidence ta'vouch each’item of expenditure by third parties engaged, directly
or indirectly,to provide gaods, services or facilities in relation to the production or
distribution of the film. The'records may berequired in respect of expenditure in the State
or elsewhere. Pfoducer companies and qualifying companies should ensure that procedures
are in place, to ensure,that such evidence is available, if so required by Revenue.

4.10 Compliance repeort

Prior to making a claim unders.481(2G)(b)(ii), the producer.,company must prepare a
compliance report. This includes the declaration set out insS¢hedule 4 to the Regulations
and the documents listed in Schedule's.
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5 Definitions and explanations

Reference is made throughout this manual to various definitions contained in section 481 or
in‘the Regulations. Some of these are gathered and explained in this section.

5.1 Qualifying expenditure [Regulations, Part 7]

Expenditure eannot be qualifying expenditure unless it is incurred on the production of the
film,:which runsfrom the development phase up to and including post-production including
theicost of providing an archive print (Regulation 11). The following amounts are
specifically not included in qualifying expenditure (Regulation 12):

» 4'costs associated with thedistribution or promotion of the film. Electronic
PressiKit (EPK)and website‘costs are not considered to be qualifying
expenditure;

» costs arising after'delivery of the materials contracted for with the relevant
distributer or broadcaster;

Y

costs of organising or previding pre-sales.monies;

» costs of acquiring rights othefthan thosemecessary for the production of the
film (including rélevant legal fees);

» expenditure on capital assets usedin.the produtction of a film which are not
used up in that process;

» amounts that are paid out.of, are dependent on, or'arise from rights in the
receipts, earnings or profits ofithe film; of

» fees or other payments deferréd.unless the payment of such sums is made no
later than four months after completion;

» professional fees associated with elaiming ‘taxsshelters’ or the film corporation

tax credit including opining on the eligibility for a¥“shelter’ or the credit.

5.2 Total Cost of Production [section 481(1)]

A claim cannot be made, in respect of section 481, where the'total cost of'the,production of
the film is less than €250,000. The total cost of production is the'portion of thequalifying
expenditure, that is wholly, exclusively and necessarily incurred tospreduce the film.

The test of whether or not an expense is wholly, exclusively and necessarily incurredfor.a

specific purpose are tax concepts determined on a case by case basis in accordance with.a
well-developed, principle-based understandings. It has been the subject of much case law
over the years. Revenue has published a number of TDMs which look at this test:
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e TDM Part 04-10-01 (on travel expenses)
e TDM Part 04-06-17 (on food and accommodation)
e TDM Part 04-06-23 (on family wages )

The principles set out in those guidance notes will be applicable in determining the total
cost of production for section 481 claims.

Given thesattre of large parts of the expenditure in certain parts of the film industry,
Revenue’s TDM Part 05-01-06 on expense payments paid to employees should also be

eonsulted.

5.3 Eligible expenditure [section'481(1) and Regulations, Part 8]

A claim cannot.be made, insrespect of section 481, where the eligible expenditure amount is
less than €125,000. “Eligible expenditure™is the portion of the total cost of production of a
qualifying film that is;sexpendedion'the production of the film in the State.

This expenditure must besincurred:

(a) directly by the qualifying'company©onithe empl@yment of eligible individuals on the
production of the film;

(b) directly by the qualifying campany on thé prevision of labour only services by
individuals on the production of the film. The qualifying c6mpany can make these
payments to the individual providifig the labourfanly serviges,or to a company,
agent, manager or other 3™ party on,behalf of the individualroviding labour only
services; or

(c) directly or indirectly by the qualifying company on the'provision of certain goods,
services and facilities (which may therefore include an‘expense not directly incurred
by the qualifying company but charged to it):

Eligible individuals are individuals employed by the qualifying.company for the purposes of
producing a qualifying film (section 481(1)).

In order for goods, services and facilities to be categorised as qualifying expenditure they
must:
a) be used or consumed within Ireland in the production of the qualifying film
(Regulation 14); and
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b) be provided by a person who is carrying out their business from a fixed place of

business in Ireland (Regulation 15 and the definition of ‘relevant person’ in

Regulation 13).

Payments made to artists who are not tax resident in the European Economic Area (EEA) are

stibject to withholding tax’.

5.4 Producer Company [section 481(1)]

5.4.1 Qualifying as a “producer company”

The film cofporation tax credit can only be claimed by a producer company. To be a

producer company, a company.must comply with all of the following requirements:

a)

b)

d)

f)

it is resident'in the State.or an EEA State other than the State and carries on a
business in‘the State throughsa branch or agency;

it.carries on atrade of producing films on a commercial basis with a view to
the'realisation of profit that arefmade for exhibition to the public in cinemas
or by'means,of broadcast;

it cannot'besa broadcaster or a company whose business consists wholly or
mainly of transmitting films.on the internet, nor can it be connected® to a
broadcaster orto'a company whose business, taken together with all
companies to whi€h.it is connected, consist wholly or mainly of transmitting
films on the internet;

it must hold all of the shares in the qualifying company (see paragraph 5.5
below); and

it has filed the required CT1 return with the Collector-General in Revenue
within 21 months of trading as a producer company; and

it is not part of an undertaking which,would be‘regarded as an undertaking in
difficulty.

A producer company is required to be operating'the'trade of praducing films on a
commercial basis in order to qualify for the credit. This'is.not the same as a general

trading test. A further requirement of the legislation isforthat produeér. company to

continue in that trade of producing films for a period of 12 menths afterthe date of

completion.

7 Film Withholding tax

8 Connected companies are parent/subsidiary companies or those that are controlled by the same persons or their
relatives (the term relatives generally includes spouses, brothers, sisters, ancestors and lineal descendants — for full details
see Section 10 of the TCA)
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A producer company must at the time of application to the Minister for a culture
certificate be carrying on the trade of producing films. The requirement to have filed a
CT1 return with the Collector General following 21 months trading as a producer
company is a condition which must be met before making a claim for the credit. This
requirement does not apply to prohibit the producer company making an application
for a culture certificate before the 21 months period has elapsed.

Example 12

Avocado Films, a producer company, was incorporated during 2018 but only
commences to trade as a production company on 1 January 2019, when it begins
development work on a feature film. Avocado Films establishes a qualifying company
terincur the.production expenditure, secures all finance to make the film and enters
into the appropriate production contract with the qualifying company.

Avocade Films applies to' the Minister for its cultural certificate for the feature film
on 1July:2019 and receives approval on 31 August 2019. The qualifying film begins
to shoot on lsSeptember.2019 and satisfies the 68% of eligible expenditure
lodgement requirement byi30'November2019.

As Avocado Films began to trade on.1 January 2019, it prepares its first set of 12
months accounts to 31 December 2019 and fileS a corporation tax return by 21
September 2020.

Although Avocado Films satisfiessall other conditions to bé'in a position to make a
claim for payment of the first instalment of theffilm tax creditson 30 November 2019,
it cannot make a claim for paymentuntil the company’s corpération tax return is
filed on 21 September 2020 in line with'legislativea4equirements:.

5.4.2 Ceasing to be regarded as a producer company
A company may cease to be regarded as a producer.companyfor the purposes of a
qualifying film if it does not continue to meet certaingrequirements_under section
481(2C):

a) providing any records when requested by Revenue'in accordance with
section 481(2C)(c);

b) failing to meet the conditions of the Minister’s certificate;

c) failing to notify the Minister of completion, in writing, of the date of
completion of the film and providing copies of the film to the Minister within
6 months of that completion date;

37



Tax and Duty Manual Part 15-02-04

d) making a claim under 481(2G)(b)(ii) without having a compliance report
prepared to submit should it be requested by Revenue;

e) ceasing the trade of producing films on a commercial basis on a date earlier
than 12 months after completion of the film;

f) if the producer company disposes of shares in the qualifying company on a
date earlier than 12 months following completion of the film;

g) failing to enter into a contract with the qualifying company in relation to the
production of the qualifying film or providing an amount less than the
specified amount to the qualifying company for the production of the film.

Where af€ompany ceases to be regarded as a producer company, any claim for credit
relief will be invalidated and result in the withdrawal of any credit already claimed in
relation to'that qualifying film.

5.5 Qualifying Company [section 481(1)]

It is a requirement of.section 481 that a specialfpurpose production company, referred to as
the qualifying company,tisiset up for each film.” Fevbe a qualifying company, a company
must meet certain requirements:

a) itisincorporated and gesident in the State or isi€arrying on a trade in the State
through a branch or agency;

b) it exists solely for the purpases of the production of ‘'only one qualifying film; and

c) it does not contain in its name'the.words“Iréland”, “Irish”»“Eireann”, “Eire” or
“National”, where the company-name in question is eithersegistered under either or
both the Companies Act 2014, and the Registration of Business Names Act, 1963, or
registered under the law of the territoryfin which'itdSincorporated.

5.6 Qualifying Film

A qualifying film is a film for which the Minister has issued.a cultural certificate under
section 481(2).
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5.7 Completion [Regulation 2]

Completion is defined in the Regulations as the point at which:

a) any commissioning party confirms delivery and acceptance of the qualifying film in
accerdance with written agreements; or
b) the date upon which the film has been screened or broadcast in a public viewing.

Thisymeans thatithe screening of the film at a festival would trigger the commencement of
the six-month cémpletion period. However, a festival screening or a limited test screening
may be'faellowed by'additional reshioots or editing, which can be evidenced in expenditure,
and insthese cases a’subsequent full'commercial release of a film may constitute delivery
and acceptante for thelpurpose of triggering completion.

Delivery and ac€eptance in this définition‘relates to the delivery of a film of broadcast
guality and is not dependent on the delivery of'supplementary peripherals such as publicity
materials or alternativeNiersions of'the film fordifferent formats of broadcast e.g.
streaming. The definition,also clarifiés that, for the purposes of a series, completion relates
to the entire series.

5.8 When can you not make a‘claim: stmmary [section 481(2A)(b)]

A producer company cannot make a claim*for the creditsif:

it has not received a cultural certificategforithe film;

the producer company, qualifying company;@any company.controlled by the
producer company, and each person who is either the beneficial owner of, or able
directly or indirectly to control more than 15%'ef the ordinarysshare capital of the
producer company or the qualifying company is netfully tax compliant;

the eligible expenditure amount is less than €125,000;
the total cost of the production of the film is less than €250,000;

the film group is an undertaking in difficulty;

YV V V VY

any company in the film group is subject of outstanding recovery proceedings by.the
European Commission; or

» for claims based on budgeted expenditure:
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b. there are not fully executed finance agreements to support the making of the
film, or, if the relevant financing agreements are subject to conditions
precedent to release of funding that have not been fulfilled at the time of
making the claim. For example, the signature payments under a contract may
have been paid but further payments may be subject to conditions including
last day of shoot, receipt of first instalment of tax credit, rough cut, etc., or

c. an amount not less than 68% of the eligible expenditure amount has not
been lodged to the account of the qualifying company for the purposes of
making the film.

594 Formerfilm relief claim procedure

The former film reliefiprocedure was a DCHG scheme, whereby the applicant made a single
application'to Revenue.Revenueliaised with the DCHG and forwarded the relevant parts of
the application to DCHG for their appfoval. This was known as “culture authorisation”.

Following receiptiof a letter of'authorisatien-from the DCHG the application was then
subject to processing. by Reventie., Revenue.issued one of the following (at the request of
the applicant):

» Approval in Principle (AIP). which was issued in advance of formal certification
and was based onrletters of‘commitment; draft-funding documents and on the
understanding that'the final do¢uments i.e.iexecuted funding documents, would
not differ significantly;

» non-payment certificatesion the basis,of executed documents. These certificates
specified a corporation tax gredit amount'but did not-allew for the release of
funding; or

» payment certificates were issued'fellowing theireceipt of:

o confirmation from the company’s auditor that 68% of the Film Credit
amount, as specified on the certificate, had beenadvanced to the
qualifying company; or

o written confirmation from BAI (Broadcasting Authority of Ireland), The
Irish Film Board (now Fis Eireann/Screen Iréland) or equivalent bodies
that they have agreed to release their production funding:

An individual claim may have some or all of these components, it isiddependent onithe
applicant and their application and the transitional arrangements as outlined aboveat.2.2
apply accordingly.
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5.10 Conditions attaching to the cultural certificate

>

Any change of substance in the information supplied in the application form
and on which the issue of the certificate is based, that may arise as the
project progresses must be notified in writing to the DCHG in advance of
the proposed change being effected, or as soon as the change comes to
notice. Failure to do so may regarded as a breach of the conditions of the
certificate.

Information, on any aspects of the film that the DCHG may at any time
require, must be submitted within such period as the DCHG may specify.

The producer company shall provide two copies of the film to the DCHG
within sixmonths from'the date of the completion of the production of
the film in DVDB.format.

The senior positions on the production shall be held by those persons as set
out ongthe Heads 'of Departmentlist.

The enclosed, undertaking “Tab M""'must be signed and returned to the
DCHG within @4'days of thefdate of thefcertificate and the producer
company and qualifying company must bothscontinue to comply with the
undertaking.

The TAB Z table sets out the number'oef‘trainee participants to which the
project has committed.

Each of the trainee participants shall be engaged'for a minimum number of
days as indicated in TAB Z. Part B'should be completed within 6 months of
completion of the project and returned to The Film ‘Unit, Department of
Culture, Heritage and the Gaeltacht, New Road, Killarney, County Kerry.
Trainee participants should be paid at a rate which is inskeeping with
their role, pre-existing qualifications and experience and the names must
beincluded inthe credits.

The credits to the film shall include the following:"Preduced with.,the
support of incentives for the Irish Film Industry provided by the
Government of Ireland". The Government of Ireland mark must alsosbe
included. Please contact the Arts, Film & Investment Unit for the
Government of Ireland mark when the project is nearing completion.
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These credits must be located in a prominent position inthe closing credits
immediately after the cast and crew credits.

» The lIrish Producer's name shall appear in the opening credits reflecting
accurately the producer's role, or exceptionally, in the main titles, as
dictated by the dramatic requirements of the film.

»» All provisions of section 481 and Film Regulations 2019 must be adhered to
and nothing in the certificate invalidates any requirement imposed by
statute.

» Section 481(3A)(d)(ii) provides that that where a producer company or
qualifying.company.fails to comply with any provision governing the relief or
fails to fulfiLany of theconditions to which a certificate is subject, then
relief may“be withdrawn.

» The total net contribution of State Aid for the project from different
sources;"including.section 481 relief, may not exceed 50% of the production
budget.

5.11 Producers Unit

5.11.1 Executive Producer

Executive Producers are common on largeriprojects andiare likely*tasbe instrumental in
arranging the financing on a project. An Exécutive Producer will have built a reputation as
well as fostering relationships to allow them'to successfully source such financing. They
may be involved in acquiring and, in some instances; develepingsa script on a project.

5.11.2 Producer

A Producer will more often be involved in the day to day running of theproject. They will
ultimately be responsible for the entire project, working on itsfrem beginning to end. A
Producer will be responsible for each element including budgets;sscripts and.the hiring of
personnel. Such a person can often be involved in directing and producing.

On smaller projects the Producer may also take on some of the responsibilities usually
associated with the Executive Producer, such a sourcing of finance.
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5.11.3 Director

¢ The Director will have the artistic vision to bring the project to fruition. They will be tasked
O/vith making the script a reality, while delivering this vision in budget, on time and from start
ffinish. They will be heavily involved in all aspects of the project, including casting,
c;graphy, edit and post-production. The Director may have additional responsibilities

such a%w Writer or even a Producer.
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