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Developments and expected 
further changes in the 
Hungarian film support scheme 
and the connected tax rebate 
system 

The European Commission approved the 6-year 
prolongation of the Hungarian film support and 
tax rebate system which, as a result, should be 
applicable at least until 2019. Furthermore, with 
the recent approval of the European 
Commission the current 20% level of the 
indirect support will expectedly increase to 25% 
of eligible production costs in the coming 
months.  

Notwithstanding, the European Commission 
issued its new guideline (New Cinema 
Communication) on 14 November 2013 
implementing certain changes.  

Our article also includes recent significant 
developments of the Hungarian film support 
scheme and tax rebate system. 

 
 

Extension of the Hungarian film support 
scheme and the related tax rebate 
system 
 
In 2013, Hungary started negotiations with the European 
Union in order to secure an extension related to the 
existing Hungarian film support and the related tax rebate 
system. The regime was first approved by the European 
Union in 2008 and originally planned to be licensed until 
31 December 2013. As a result of the efforts, the European 
Commission (the governing body of the EU) informed 
Hungarian authorities in its official letter dated on 
12 September 2013 that the request related to the 6 year 
prolongation of the current rebate system is approved. 
Hence, for the delight of production companies wishing to 
shoot in Hungary, the application of the actual Hungarian 
film incentive system is extended until 31 December 2019. 

New Cinema Communication 
 
The specific provisions regarding the state aid for film 
sector in the member states of the EU are regulated by the 
European Commission and they are published in the 
so-called Cinema Communication. The regulations 
governing the state aid for film sector has been recently 
updated and New Cinema Communication has been issued 
by the Commission on 15 November 2013.  

After a long, more than one and a half year negotiation 
process the previous regulations have been replaced by a 
much more industry friendly Communication. The main 
changes the New Cinema Communication introduces are 
as follows:  

 It is possible to subsidize the entire chain of film 
production. (e.g. script writing and marketing 
costs);  

 The new rules allow that as an eligibility criterion 
for indirect film support, Member States may 
require that a minimum of up to 50% of the 
production budget is spent in their territory. 
Furthermore, Member States may also require 
that 160% of the support provided should be 
spent in their country while, similarly to the 
previous regulations, in any case the territorial 
spending obligation should not exceed 80% of the 
production budget. 
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The Hungarian regulations on the film support scheme and 
the related tax rebate system are consistent with the New 
Cinema Communication of the European Commission. 

Expected increase of the ratio of the 
indirect support to 25% of the eligible 
production costs 
 
In its decision dated 24 June 2014, the European 
Commission approved the request of the Hungarian 
Authorities and stated that it has no objection against 
increasing the level of the indirect support (provided in the 
form of tax rebate) of the film productions in Hungary 
from 20% to 25% of the eligible costs.  

According to the decision of the Commission, the potential 
increase of the level of indirect support is consistent with 
the New Cinema Communication of the European 
Commission and it should not affect the application of the 
Hungarian film incentive system approved and extended 
until 31 December 2019 by the European Commission. 

The related amendment of the regulations of both the Act 
on Motion Picture and Corporate Income Tax and Dividend 
Tax is expected to be submitted to the Hungarian 
Parliament during its fall session. Except for the increased 
rate of the available rebate, other regulations in 
connection with the indirect support, for example 
provisions on qualifying production spend with respect to 
film producers will not change.  

According to plans, the modification would take effect 
retroactively from the day after the decision of the 
European Commission (i.e., from 24 June 2014 on), in 
order to avoid interruption in the start of the production of 
those films that are already in the preparation phase. The 
higher level of indirect support will be applicable in the 
case of those film productions that are registered at the 
Hungarian National Film Office after 24 June 2014; i.e., 
productions registered before 24 June 2014 can only apply 
for the 20% indirect support. 

The increase of the level of indirect support of film 
productions will significantly improve the regional 
competitiveness of Hungary in the field of film industry.  

Collection account 
 
Following its establishment in 2011, the Hungarian 
National Film Fund put significant efforts to reform the 
Hungarian film incentive system. As a result of its efforts to 
centralize and improve the film industry regulations, from 
2012 on, Film Fund has been able to collect financial 
support entitling the provider for corporate tax allowances 
to its dedicated collection account. This account effectively 
functions as a guarantee for those filmmakers who could 
not find sponsors on their own.  

Besides the elimination of the filmmakers’ insecurity 
another advantage of the collection account is that the 
supporting companies can utilize tax benefits upon 
transferring the amount to the collection account. In 
addition, if the supporting company opt to transfer the 
support to the collection account of the Film Fund, 
exercising of tax allowances does not depend on the 
completion of actual film productions.  

The Film Fund is entitled to withhold a fee of 2.5% of the 
support transferred to the filmmakers from the collection 
account. 

If the support provider decides to use the Film Fund’s 
collection account instead of supporting filmmakers 
directly, the process of supporting works as follows: 

 The supporting company and the Film Fund 
concludes a support agreement; 

 The supporting company transfers the amount 
specified in the agreement to the collection 
account of the Film Fund; 

 The Film Fund notifies the National Film Office on 
the receipt of wire transfer to the collection 
account and requests the issuance of a tax 
certificate to the name of the supporting 
company; 

 The National Film Office issues and sends the tax 
certificate to the Film Fund; 

 The Film Fund delivers the tax certificate to the 
supporting company; 

 The supporting company exercises the tax 
benefits in the year of making the payment. 

In 2014, the Film Fund is allowed to accept funds on its 
collection account supporting film production up to 
HUF 7 billion (approximately USD 32 million). 
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Foreign cast and crew members 
 
From 2012 on, regulations of film support scheme have 
been extended to include into the eligible production costs 
the costs of the remuneration of foreign cast and crew 
members participating in the given production even if their 
costs are not accounted for in the books of the Hungarian 
production company. 

As a main rule, costs of foreign cast and crew may qualify 
as eligible production costs for the Hungarian film support 
scheme only if their income is subject to Hungarian income 
tax and it is adequately proven that the income tax due has 
been paid to the Hungarian tax authority.  

In line with the changes, if their income generates personal 
income tax liability in Hungary, the remuneration cost of 
foreign cast and crew members accounted in the books of 
a company other than the Hungarian film production 
company (e.g. other production/foreign company) can also 
be taken into account as part of the eligible production 
costs that form the basis of the film support.  
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