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News and analysis

Independent film businesses in 
the UK have received a welcome 
boost with news they will be able 
to claim a tax relief of 53% on 
qualifying costs.

The UK independent film tax 
credit (IFTC), initially announced 
in the 2024 Spring Budget and 
confirmed by the Labour 
government in October, will cover 
production activities only and not 
stretch to include activities such 
as finance, marketing and 
distribution.

Qualification rules
Production costs of up to £15 
million will be eligible for the 
relief, but films with a budget up 
to £23.5 million are also eligible 
for the IFTC and the relief will be 
tapered. Other qualifying criteria 
includes the following:

• Films must pass a new British 
Film Institute (BFI) cultural test 
and demonstrate at least one 
of the following – a UK writer 

(national or resident), a UK 
director (national or resident) or 
be certified as an official UK  
co-production

• The film must be certified as 
a low-budget film by the BFI. 
It must also be intended for 
‘theatrical release’, which means 
TV productions will not qualify.

• At least 10% of a production’s 
core expenditure must be used or 
consumed in the UK

• Qualifying productions 
must have started principal 
photography on or after 1 April 
2024 and only expenditure 
incurred after 1 April 2024 can be 
claimed.

Qualifying expenditure is 
capped at 80% of a film’s total core 
expenditure, or on the amount of 
UK core expenditure. The 
maximum credit a film can receive 
is £6.36million. 

When submitting the BFI 
application, an accountant’s report 
is now required for both interim 
and final certification applications. 

A better net result than AVEC
The IFTC – like audio-visual 
expenditure credit (AVEC) – is 
an above-the-line tax credit 
on qualifying expenditure. It 
is taxable at the main rate of 
corporation tax, currently 25%. 
At that rate, the maximum cash 
repayable element would be 
£4.77million.

This means the IFTC rate nets 
down to 39.75% after the 
corporation tax is deducted. 
However, this is still significantly 
higher than the AVEC rate for 
films, which nets down to 25.5%.

In submitting claims, 
production companies will be 
expected to submit an additional 
information form for the relevant 
period and their BFI certificate. 
Claims can only be submitted 

from 1 April 2025. Interim claims 
submitted before this date will 
need to be submitted under AVEC 
with the uplifted amount that 
would have been due claimed 
through the submission that takes 
place post-1 April 2025 for any 
eligible spend in the interim 
period.

The claim will be submitted as 
part of the company’s tax return. If 
claiming the IFTC, separate claims 
for the visual effects and 
animation uplifts cannot be made. 
Find out more on the Shipleys 
website at https://tinyurl.
com/5ct4vwxh

Shipleys is recognised as a 
market leader in providing 
accountancy, tax and business 
advice to the film, TV, animation 
and video games sectors so  
please contact one of our 
specialists now.

Film and high-end TV production 
companies will soon be able to 
claim an enhanced 39% rate of 
audio-visual expenditure credit 
(AVEC) on their UK visual effects 
(VFX) costs.

From 1 April 2025, companies 
will be able to claim an enhanced 
39% rate of AVEC on their UK VFX 
costs (increased from 34%). The 
AVEC’s 80% cap on qualifying costs 
will be removed for UK VFX costs 
and qualifying VFX costs incurred 
from 1 January 2025 will be 
eligible. The definition of VFX is 
deemed to be “work consisting of 

the use of computer technology to 
create or alter images for inclusion 
in the film or programme”.

The additional tax relief will 
only be available to companies 
when the production has received 
a final certificate from the British 
Film Institute (except where the 
project is abandoned). This means 
claims can only be made for the 
completion period (or a 
subsequent period). The 
completion period is the 
accounting period when the 
production is completed. 

For interim periods, the 
company will still be able to claim 
the normal 34% rate of AVEC, 
including on the VFX costs.

Claims will have to be 
accompanied by evidence of 
qualifying expenditure. This latest 
tax break is aimed at incentivising 
inward investment and improve 
the competitiveness of the UK’s 
VFX businesses working within 
the film, TV, animation and video 
games sectors. Find out more on 
the government’s gov.uk website 
at: https://tinyurl.com/yurwnysm

Further tax breaks confirmed for film,  
TV and animation sectors 

More good news  
for the broadcast 
industries

Increased AVEC rate for visual effects




