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16 October 2005 

Christell Brodrick 
SARS 
By e-mail: cbrodrick@sars.gov.za 
By fax: 012 422 5192 
 
and 
 
Pearl Malumane 
National Treasury 
By e-mail: pearl.malumane@treasury.gov.za 
By fax: 012 323 2917 
 
 
Dear Madam, 
 
 
Draft Revenue Laws Amendment Bill, 2005 ("the Draft Bill") 
 
1. We refer to the Draft Bill, and in particular to the proposed amendments to section 24F 

of the Income Tax Act 58 of 1962 ("section 24F").  The Draft Bill plus revisions have 

been published for public comment. 

2. The Independent Producers' Organisation ("the IPO") would like to make an oral and 

written submission to the Parliamentary Committee considering the proposed 

amendments to section 24F.  

3. The IPO is an association that was formed in 1996 to represent independent South 

African producers, and currently represents the majority of South African producers with 

a membership of over 150. The IPO works to promote the common interests of all 

producers involved in film, television, non-broadcast and new media. Our aim is to 

promote South African film and build a vibrant and dynamic industry in South Africa 

drawing on the diverse skills and experience of a wide range of stakeholders.  

4. The IPO supports amendments to Section 24F that create greater certainty and 

eradicate abuses, though we wish to see this balanced with amendments that enable 
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and encourage legitimate and realistic financing arrangements commensurate with the 

high risk associated with film investment.  The IPO wish to point out to the Committee 

that the abuses referred to in the comments accompanying the proposed amendments 

to Section 24F have not on the whole benefited local producers or local productions, 

and the IPO is concerned that certain of the proposed amendments serve to put Section 

24F further out of reach of local film producers. It is our experience that legitimate local 

financiers avoid investing in the film industry for fear of engaging SARS in a long 

protracted dispute on interpretation and the application of the Income Tax Act. We urge 

SARS to set out positive and clear guidelines that encourage local investment in film, 

within clearly defined parameters.  

5. After 11 years, the post-apartheid South African film industry is just beginning to receive 

local and international recognition. The IPO believes that local investment is vital to 

sustaining the growth of the South African film industry and welcomes any initiative by 

SARS and National Treasury that creates a positive investment climate. It is with this in 

mind that the IPO hereby submits its preliminary comments on the Draft Bill to amend 

section 24F. 

6. Film is by its very nature a high risk investment with the potential for high returns. The 

IPO believe that film investment abuses and “schemes” evolved because film owners 

sought to mitigate against the high risks associated with film investment. The South 

African film industry was internationally restricted during the apartheid years by the 

cultural boycott and thus does not have a track record of earnings and profitability. 

There is thus an inherent conflict between the current legislation that requires film 

investors to be fully exposed and at risk, and the absence of historical profitability in the 

South African film industry. It is our hope that 24F as amended will take into account 

that our emerging industry needs financial assistance and that amendments to the Act 

will enable film investors to seek reasonable and legitimate risk management strategies 

without losing the Section 24f allowance .  
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7. The proposed amendment to section 24F(2)(a) 

7.1 Further to Section (e)(i) (in its amended form), for films not produced under any of 

the official co-production treaties, the IPO submits that in calculating total 

production and post-production costs for purposes of section 24F(2), the film owner 

should be entitled to exclude a maximum number of 4 (four) designated or 

nominated persons who are compensated in connection with the production of the 

film from the total production or post-production costs prior to calculating the 75% 

of the total production and post-production costs to be paid or payable in the 

Republic for services rendered or goods supplied in the Republic.  This retains the 

exclusion in the previous definition of "South African export film".  In as much as 

the Draft Bill is intended to encourage the production of South African films, a 

certain degree of flexibility should be entertained to allow for some costs that may 

be incurred (as a production cost) in engaging artists, actors and other skills from 

outside of South Africa with the view to making the film more commercially viable, 

both in South Africa and internationally.  

7.2 The IPO welcomes the inclusion of films made under official South African co-

production treaties as a deduction under section 24f. 

7.3 In recognition of South Africa’s dominant and developmental role in Southern 

Africa, the IPO submits that production and post-production costs incurred by film 

owners in the Southern African Development Community (SADC) (rather than only 

the Republic of South Africa) form part of the section 24F film allowance 

calculations. 

7.4 The IPO submits that the 10 year limitation proposed to be introduced in section 

24F(8) should be changed to a 15 year period.  This would be in line with the loan 

period of the sale and leaseback structure that stimulated and helped to develop 
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the United Kingdom film industry. In recognition of the high-risk nature of film 

investment, the IPO believe that it is essential that our industry has the opportunity 

of developing a similar sale and leaseback structure that will allow film owners to 

make a significant investment in film production whilst giving both film owners and 

SARS some income certainty over the loan period. This is only possible with a loan 

period of at least 15 years. 

While the IPO appreciates that the proposed amendment to section 24F(8) is intended to 

limit the deduction of expenditure to closer reflect the economic cost to film owners, it is the 

view of the IPO that a balance should be struck between these intentions and the need to 

maintain conditions which make it more attractive for a film owner to invest in the production 

of South African Films. The international film industry is highly competitive and it is vital that 

Section 24F encourages local investment that will enable our industry to compete 

internationally.  

The IPO looks forward to opportunity to present to the Committee on the proposed 

amendments section 24F. 

 Yours faithfully 

 

The Independent Producers' Organisation  


