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Subject: State aid No N 151/2006 - Ireland 

                        Tax relief for investment in film - Modification of scheme N 387/04 
 
Sir, 
 

1 PROCEDURE 

1. By letter of 8 February 2006 the Irish authorities informed the Commission about certain 
changes to the existing Irish Tax relief for investment in film. By letter dated 1 March 
2006, registered on 3 March 2006, the Irish authorities notified the extension of the tax 
based film investment incentive, known as “Section 481 relief” to the Commission. By 
email dated 10, 24 and 27 April the Irish authorities submitted further clarifications. 

2. By decisions of 20 July 19991, 28 June 20002 and 1 December 20043 the Commission had 
authorised the Section 481 tax-based-investment incentive in film production for the 
periods 1996-1999, 2000-2004 and 2004-2008.  

                                                           
1  State aid Nos NN49/97 and N32/97 
2  State aid N 237/2000 
3  State aid N 387/2004 
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2 DESCRIPTION OF THE MEASURE4 

2.1 Background and architecture of the measure 

3. Section 481 of the Taxes Consolidation Act, 1997 (as amended) provides a fiscal 
incentive to corporate and individual taxpayers to invest in film production.  

4. This tax relief is only available for films which have been certified. 

5. Applications for certification are made by the film producing company to the Revenue 
Commissioner, who will then seek authorisation from the Minister for Arts, Sport and 
Tourism as to whether the film qualifies for a certificate. The decision on whether to grant 
a certificate is based on the following criteria: 

 The project is an effective stimulus to film making in Ireland, and is of importance to 
the promotion, development and enhancement of creativity and the national culture, 
including, where applicable, the Irish language, through the medium of film; 

 the professional capability (creative and technical) of the promoters and creative 
collaborators;  

 the transparency of the legal, financial, commercial, and corporate arrangements for 
the production of the film; 

 the anticipated contribution that the Section 481 Scheme and other State aid  
schemes will make to the project. 

6. Tax relief under Section 481 is only available for investment up to a certain percentage of 
the total budget of a film. Previously the percentages were set at 66% of the total cost of a 
film with a budget of € 5.08 million or less and at 55% of the total cost of a film with a 
budget over € 6.35 million with a sliding scale for films between € 5.08 million and € 6.35 
million. These above limits between 55 and 66% will now be replaced with a single limit 
of 80% of the total costs of a film, which will apply to all films, regardless of the budget.  

7. The previous legislation had required that a minimum of 75% of the work on the 
production of the film be carried out in the State. However, this condition was not rigidly 
applied and derogations have been routinely granted. Now it has been formally removed 
and replaced with the rule that the amount spent in Ireland on a given film production 
must at least equal the amount of investment eligible to tax relief under the scheme. 
Accordingly, if a producer raises 80% of the total budget of a film from investors who 
benefit from the scheme, the producer will have to spend this amount on Irish territory.  

8. € 35 million is now the absolute maximum amount of eligible investment that can be 
raised in respect of any one film. This amount previously was set at € 15 million. 

9. The investor can write off for tax purposes 80% of the amount he has invested. By 
increasing the after-tax return to the investor, the tax relief is likely to benefit indirectly 
also film producers, since the investors might be willing to accept an expected return 
which is below market conditions and more favourable to producers. As a result, the 
revenue loss to the Irish State resulting from the tax relief will be shared in some 

                                                           
4 See previous decisions (footnote 1 and 2) for detailed description of the measures. 
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proportion between the investor and the film company. Since the investors and the film 
producers are free to negotiate the concrete terms of the contractual arrangements and the 
Government is not party to this process, the aid intensity varies depending on the 
individual agreement between the investor and the film producing company. As a result, it 
is not possible to establish ex ante the aid intensity for the producer. In average, the aid 
intensity can be estimated at around 18.8% of the budget of the film5.  

10. As to possible cumulation, State aid shall not exceed 50% of the budget of the film. 

2.2 Legal basis 

11. The legal bases of the measure is the Section 481 of the Taxes Consolidation Act, 1997, as 
amended.  

2.3 Budget and duration 

12. The budget is increased and can be estimated to amount to approximately € 25- 50 million 
per year. 

13. As to the duration, the relief shall, in principle, continue to be granted to 31 December 
2008. In the event of the Commission’s compatibility criteria changing during the duration 
of the scheme, for instance as a result of the evolution of the rules on State aid concerning 
cinematographic and other audiovisual works6 after their expiry on 30 June 2007, Ireland 
committed to consult with the Commission regarding the adjustments that may become 
necessary to maintain compliance with the rules and to implement these adjustments. 

3 ASSESSMENT OF THE MEASURE 

3.1 Existence of aid 

14. According to Article 87(1) of the EC Treaty, save as otherwise provided in the Treaty, any 
aid granted by a Member State or through State resources in any form whatsoever, which 
distorts or threatens to distort competition by favouring certain undertakings or the 
production of certain goods shall be incompatible with the common market, in so far it 
affects trade between Member States.  

15. As set out in the previous decisions7, the tax relief for investment into the production of 
films, which could also be produced or shown in other Member States, constitutes aid, on 
the level of the film production companies, within the meaning of Article 87(1) of the EC 
Treaty. 

3.2 Compatibility  

16. The aid granted by the amended scheme could, as the original scheme be justified under 
the exception of Article 87 (3) (d) EC for aid to promote culture.  

                                                           
5  See calculations in previous decisions, footnote 1 and 2 
6 Communication from the Commission to the Council, the European Parliament, the Economic and Social Committee 

and the Committee of the Regions on certain legal aspects relating to cinematographic and other audiovisual works 
(COM(2001)534 final of 26.09.2001,OJ C 43 of 16.2.2002); prolonged by Communication from the Commission to the 
Council, the European Parliament, the Economic and Social Committee and the Committee of the Regions on the 
follow-up of the Commission communication on certain legal aspects relating to cinematographic and other audiovisual 
works of 26.09.2001 (COM(2004)171 final of 16.3.2004, OJ C 123 of 30 April 2004. 

7  State aid Nos NN49/97 and N32/97; State aid N 237/2000 and  State aid N 387/2004 
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17. The so called “Cinema Communication”8 provides special rules on assessing 
cinematographic and other audiovisual works under Article 87 (3) (d) EC:  

3.2.1 Cultural project 

18. The aid must be directed to a cultural product. Each Member State must ensure that the 
content of the aided production is cultural according to verifiable national criteria (in 
compliance with the application of the subsidiarity principle). 

19. In order to benefit from the scheme, a film needs to qualify for certification. As mentioned 
above, the Minister for Arts, Sport and Tourism examines, inter alia, whether the project 
is of importance to the promotion, development and enhancement of creativity and the 
national culture, including the Irish language, through the medium of film. 

3.2.2 Territorialisation 

20. The producer must be free to spend at least 20 % of the film budget in other Member 
States without suffering any reduction in the aid provided for under the scheme. In other 
words, the Commission accepted as an eligibility criteria territorialisation in terms of 
expenditure of up to 80 % of the production budget of an aided film or TV work. 

21. The previous legislation had required that a minimum of 75% of the work on the 
production of the film be carried out in the State. However, this condition was not rigidly 
applied and derogations have been routinely granted. Now it has been formally removed. 

22. The amount expended in Ireland on a given film production must at least equal the amount 
raised under the scheme for that production; i.e. if a producer raises 80% of the total 
budget of a film, the producer will have to spend this amount on Irish territory. 

23. This is in line with the above quoted requirement of the Communication, that the producer 
must be free to spend at least 20% of the film budget in other Member States.  

24. The 2004 Communication9 intends to provide legal security to the sector, by stating the 
rules to be applied until 30 June 2007. This Communication also states that 
“Territorialisation clauses may constitute a barrier to the free circulation of workers, 
goods and services across the EC.” This consideration will be taken into account for the 
revision of the Communication after its expiry in 2007. In this context it will be of 
particular importance to evaluate the impact of territorialisation clauses on transborder 
activities, in the light of Article 151 (4) of the EC Treaty.  

3.2.3 Aid limit 

25. Aid intensity must in principle be limited to 50 % of the production budget with a view to 
stimulating normal commercial initiatives inherent in a market economy and avoiding a 

                                                           
8 Communication from the Commission to the Council, the European Parliament, the Economic and Social Committee 

and the Committee of the Regions on certain legal aspects relating to cinematographic and other audiovisual works 
(COM(2001)534 final of 26.09.2001,OJ C 43 of 16.2.2002); prolonged by Communication from the Commission to the 
Council, the European Parliament, the Economic and Social Committee and the Committee of the Regions on the 
follow-up of the Commission communication on certain legal aspects relating to cinematographic and other audiovisual 
works of 26.09.2001 (COM(2004)171 final of 16.3.2004, OJ C 123 of 30 April 2004. 

9  Communication from the Commission to the Council, the European Parliament, the Economic and Social Committee 
and the Committee of the Regions on the follow-up of the Commission communication on certain legal aspects relating 
to cinematographic and other audiovisual works of 26.09.2001 (COM(2004)171 final of 16.3.2004, OJ C 123 of 30 April 
2004 
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bidding contest between Member States. Difficult and low budget films are excluded from 
this limit.  

26. Under the present scheme the average State aid would amount to approximately 18.8%. 
Cumulation of aid from different sources will not exceed 50%.  

3.2.4  Aid supplements for specific film-making activities 

27. Aid supplements for specific film-making activities (e.g. post-production) are not allowed 
in order to ensure that the aid has a neutral incentive effect and consequently that the 
protection/attraction of those specific activities in/to the Member State granting the aid is 
avoided.  

28. The scheme does not contain special aid supplements for specific film-making activities. 

3.2.5 Conclusion 

29. The Commission has therefore come to the conclusion that also the amended version of 
the Irish tax relief for investment in film, which is an aid measure within the meaning of 
Article 87(1) EC, is compatible with the common market pursuant to Article 87(3)(d) of 
the EC Treaty. 

4. Decision 

The Commission has accordingly decided: 

- to consider the tax relief for investment in film to be compatible with Article 87(3)d of the 
EC Treaty until 31. December 2008. 

The Commission reminds the Irish authorities to submit an annual report on the 
implementation of the scheme. 

The Commission further reminds the Irish authorities that all plans to modify this aid scheme 
have to be notified to the Commission.  
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If this letter contains confidential information, which should not be disclosed to third parties, 
please inform the Commission within fifteen working days of the date of receipt. If the 
Commission does not receive a reasoned request by that deadline, you will be deemed to 
agree to the disclosure to third parties and to the publication of the full text of the letter in the 
authentic language on the Internet site:  
http://europa.eu.int/comm/secretariat_general/sgb/state_aids/. Your request should be sent by 
encrypted e-mail to stateaidgreffe@cec.eu.int or, alternatively, by registered letter or fax to: 

European Commission 
Competition Directorate-General 
State Aid Greffe 
B-1049 Brussels 
Fax No: +32 2 296 1242 

 
 

Yours faithfully, 

 

 

Neelie KROES 

For the Commission 
 

 
  
 


