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TTR10010 Overview and general definitions: introduction 
 
Part 15C Corporation Tax Act 2009 
 
Finance Act 2014 introduced a new regime for the taxation of Theatrical Production Companies 
(TPCs) that claim a new relief for the theatre industry: Theatre Tax Relief (TTR). 
 
The legislation provides specific rules for relief on theatrical productions, including touring 
productions, in addition to setting out how the taxable profits and losses of those productions shall 
be calculated. 
 
The legislation only applies where a claim to TTR is made by a TPC (TPC10110) in respect of its 
qualifying theatrical production (TTR40030). 
 
Tax treatment 
 
For tax purposes only, the legislation: 

- Deems that each production is a separate theatrical trade with a start and end date separate 
to that of the company, 

- Describes what expenditure is eligible for additional tax relief and circumstances where 
there are exceptions to the normal rules for income and expenditure, and 

- Restricts the use of losses associated with that separate theatrical trade in certain 
circumstances. 

 
Theatre Tax Relief (TTR) 
 
TTR is available to TPCs engaged in the making of: 

- A theatrical production (TTR40020), 
- For live performance to paying members of the general public or provided for educational 

purposes (TTR40030), and 
- At least 25% of the core expenditure (TTR50010) is incurred on goods or services provided 

from within the European Economic Area (EEA) (TTR50050). 
 
Those TPCs that are entitled to TTR can claim: 

- An additional deduction in computing their taxable profits (TTR55010), and 
- Where that additional deduction results in a loss, to surrender losses for a Theatre Tax 

Credit (TTC) (TTR55100): a payable tax credit due to the TPC. 
 
Theatre Tax Credit rates 
 
The TTC rates are: 

- 25% for touring productions, and 
- 20% for all other qualifying productions. 

 
Both the additional deduction and the Theatre Tax Credit are calculated on the basis of core 
expenditure up to a maximum of 80% of the total core expenditure by the TPC.  Core expenditure is 
that expenditure directly incurred in producing the production and closing the production. 
 
Commencement: TTR 
 
TTR commenced on 1 September 2014. 



TTR10020 Overview and general definitions: Creative Industries Unit 
 
HMRC has a specialist unit, the Creative Industries Unit, to deal with claims to Theatre Tax Relief 
(TTR) and the other creative industries tax reliefs (e.g. film and video games). 
 
Existing offices will continue to deal with the general corporation tax and/or charitable affairs of 
Theatrical Production Companies that: 

- Are dealt with by HMRC Large Business (mainly those which are part of larger groups), 
- Are dealt with by HMRC Charities, or 
- Do not make claims to TTR or any of the other creative industries tax reliefs. 

 
The Creative Industries Unit is part of the wider Manchester Incentives & Reliefs Team. 
 
The unit can be contacted by email at creative.industries@hmrc.gsi.gov.uk or by telephone on 
03000 510191.  Alternatively, the unit can be written to using the following correspondence address: 
 
 The Creative Industries Unit 
 Manchester Incentives & Reliefs Team 
 Local Compliance S0717 
 PO Box 3900 
 Glasgow 
 G70 6AA  

mailto:creative.industries@hmrc.gsi.gov.uk


TTR10100 Overview and general definitions: meaning of ‘theatrical production’ 
 
S1217FA & S1217FB Corporation Tax Act 2009 
 
A theatrical production is a dramatic production or a ballet that is not specifically excluded by the 
legislation from being regarded as a theatrical production. 
 
See TTR40020 for more information and for productions not regarded as theatrical. 
 
TTR10110 Overview and general definitions: meaning of ‘Theatrical Production Company’ 
 
S1217FC Corporation Tax Act 2009 
 
Theatre Tax Relief (TTR) is available to Theatrical Production Companies (TPCs) conducting a 
separate theatrical trade (TTR20010+).  There can only be one TPC for each relevant theatrical 
production. 
 
The TPC is the company that produces, runs and closes the production.  The legislation sets out 
when a company can be regarded as the TPC. 
 
The company must: 

- Be responsible for producing, running and closing the production, 
- Be actively engaged in decision-making during the production, running and closing phases, 
- Make an effective creative, technical and artistic contribution to the production, and 
- Directly negotiate, contract and pay for rights, goods and services in relation to the 

production. 
 
The producing, running and closing phases are considered in more detail at TTR10130. 
 
A TPC does not need to have direct responsibility for every aspect of all of these activities.  Third 
parties are not prohibited from undertaking some of these activities on behalf of the TPC as 
subcontractors. 
 
However, the TPC must still retain overall responsibility for the subcontracted activities and have 
active involvement.  This means a company that commissions an entire production from a third 
party and simply holds the creative copyright for it is not a TPC for the purposes of TTR. 
 
The subcontractors will not qualify as TPCs as they are only delivering an element of a production 
and do not have the responsibilities outlined above. 
 
If no company meets the TPC requirements for a qualifying production, then there is no TPC.  In such 
circumstances, no TTR may be claimed for the production. 
 
Only one TPC per production 
 
There can be no more than one TPC for any production. 
 
In some cases it is possible that more than one company will meet the requirements for qualifying as 
a TPC.  In such circumstances, the company that is most directly engaged in the activities described 
above will be treated as the TPC. 
 



The phrase ‘most directly engaged’ is not defined in the legislation.  This can only be decided on the 
facts of each case. 
 
If there is no company which meets the requirement of this definition, then there will be no TPC in 
relation to that production. 
 
Companies in partnership & unofficial (non-treaty) co-productions 
 
Broadly, a partnership exists where there is a relationship which carries on a business in common 
with a view to profit.  There is no requirement for a formal partnership agreement and it is possible 
for parties to enter into a partnership without deliberately intending to do so (BIM72000+ of the 
Business Income Manual). 
 
Sometimes businesses working in association on a single project may not constitute a partnership.  
These associations are sometimes referred to as a ‘JANE’ which stands for ‘Joint Arrangement No 
Entity’. 
 
Where there is a JANE, only one company will be regarded as the TPC and it will be the company 

most directly engaged in the production activities. 

Although the definition of a TPC excludes those making productions in partnership, a company is not 
automatically prevented from being a TPC because it is a member of a partnership. 
 
A company is only prevented from being a TPC with respect to the production it is making in 
partnership.  This ensures that the tests are applied to a single company. 
 
The fact that several parties are making a production as co-producers does not necessarily mean 
that a partnership exists.  Theatrical producers may work collaboratively on a co-production but they 
do not necessarily do so as legal partners. 
 
Whether or not a partnership exists or not depends on the definition given in the Partnership Act 
1890 and is subject to a significant amount of case law.  It will be necessary to consider all the facts 
in each particular case. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
TTR10120 Overview and general definitions: the ‘commercial purpose’ condition 
 
S1217GA Corporation Tax Act 2009 
 
The commercial purpose condition must be met in order for a Theatrical Production Company (TPC) 
to qualify for Theatre Tax Relief (TTR) in relation to a production. 
 
The commercial purpose condition is that, at the beginning of the production phase, the TPC intends 
that all, or a high proportion of, the live performances that it proposes to run will be: 

- To paying members of the general public, or 
- Provided for educational purposes. 

 
See TTR40030 for more information. 
 
TTR10130 Overview and general definitions: meaning of ‘theatrical production expenditure’, 

‘core expenditure’ and ‘phases of theatrical production’ 
 
S1217IC, S1217GC Corporation Tax Act 2009 
 
Theatrical production expenditure 
 
Theatrical production expenditure is expenditure incurred by the company on: 

- The activities involved in developing, producing, running and closing the production, or 
- Activities with a view to exploiting the production. 

 
Core expenditure 
 
Theatre Tax Relief (TTR) is only available on core expenditure. 
 
Core expenditure is expenditure on activities involved in: 

- Producing the production (including exceptional running costs), and 
- Closing the production. 

 
Exceptional running costs, such as expenditure in connection with a substantial recasting or a 
substantial redesign of the set, may be treated as expenditure incurred on activities involved in 
producing the production if they are incurred on or after the date the production is first performed 
to the paying general public or provided for educational purposes. 
 
Expenditure on activities involved in the development, ordinary running or exploitation of the 
production is not core expenditure and does not qualify for TTR.  In addition, expenditure on any 
matters not directly involved in producing the production is not core expenditure and does not 
qualify for TTR. 
 
The company may still be able to claim a deduction for this non-core expenditure under normal tax 
rules. 
 
Phases of theatrical production 
 
Development 
 



Development is the stage of creation of a production in which the project progresses from the initial 
concept to the point at which a decision can be taken as to whether or not it should proceed to 
production. 
 
During development all the necessary elements are assembled to enable a producer to make a 
judgement on whether or not the production is a viable project. 
 
Expenditure on development activities is not core expenditure and will not qualify for TTR if the 
production does not get ‘green lit’ i.e. if there is not a firm and definite commitment that the 
production will go ahead as evidenced, for instance, by ticket sales, hire of theatres, casting etc.  The 
intention is to separate speculative expenditure on productions which never go ahead from 
purposive expenditure undertaken in the knowledge that a decision has been taken to proceed with 
the production. 
 
However, if the production does get ‘green lit’, some expenditure on development may be 
reclassified as expenditure on producing the production if it directly relates to activities in the later 
production phase. 
 
Production 
 
The production phase begins once the project has been developed and green-lit and continues until 
the start of the first paid public performance.  It is when sets are designed and built and actors 
rehearse. 
 
Expenditure on activities directly involved in producing the production is core expenditure and 
qualifies for TTR. 
 
Expenditure on any matters not directly involved in producing the production is not core 
expenditure and does not qualify for TTR.  For instance, expenditure on raising finance, advertising 
or marketing a production, legal fees, accountancy fees or storage of sets. 
 
Running 
 
The running phase comprises the start of the first paid public or educational performance and 
continues until the end of the last paid public or educational performance.  It is when the production 
is performed live before the paying general public or provided for educational purposes. 
 
Expenditure on the ordinary running of the production is not core expenditure and does not qualify 
for TTR.  For example, expenditure on ongoing salaries for cast and crew, theatre costs/rent, 
maintenance, moving costs, travel and subsistence, administration, direction and production. 
 
However, exceptional expenditure incurred during the running phase may be treated as expenditure 
on producing the production if it is, for instance, incurred in connection with a substantial recasting 
or a substantial redesign of the set. 
 
A substantial recasting means that this has a major affect on the production such as the replacement 
of a leading actor necessitating new rehearsals etc.  A replacement of a minor character or dancer 
will be an ordinary running expense.  Whether or not something in relation to a production in the 
running phase is ‘substantial’ will depend on the facts. 
 
Closing 



 
The closing phase happens after the last paid public or educational performance of a production and 
marks the end of the production.  It is when sets are struck, put into storage, sold or broken up. 
 
Expenditure on closing the production is core expenditure and qualifies for TTR provided it does not 

include expenditure on activities which would not normally qualify as core expenditure, such as 

storage costs.  



TTR10140 Overview and general definitions: meaning of ‘EEA expenditure’ 
 
S1217GB Corporation Tax Act 2009 
 
For the purposes of Theatre Tax Relief (TTR), EEA expenditure on a production means expenditure 
on goods or services that are provided from within the European Economic Area. 
 
Goods or services are provided from within the European Economic Area if: 

- The goods are supplied from within the EEA, or 
- Any services are carried out within the EEA. 

 
Where it is necessary to apportion expenditure on services between EEA and non-EEA expenditure, 
the apportionment must be made on a just and reasonable basis. 
 
See TTR50500 onwards for further details.  



TTR10500 Overview and general definitions: legislation 
 
The main legislation relating to the taxation of Theatrical Production Companies (TPCs) and Theatre 
Tax Relief (TTR) is in Part 15C Corporation Tax Act 2009. 
 
These provisions introduced new rules for the taxation of theatrical production by companies.  



TTR10060 Overview and general definitions: State aid and the EU context 
 
Theatre tax relief is a State aid and must conform to the guidelines set out in the General Block 
Exemption Regulation (GBER). 
 
The GBER sets out limits on State aid per undertaking and intensity levels that companies must 
adhere to if they wish to claim State aids under this regulation. 
 
TTR40050 covers this in a little more detail but companies should take professional advice on State 

aid where necessary.  



TTR10700 Overview and general definitions: feedback on this manual 
 
We welcome comments on this manual.  Please send any feedback to Des Ryan 

(des.ryan@hmrc.gsi.gov.uk) 
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TTR20010 Taxation: separate theatrical trade: introduction 
 
S1217I-S1217IF Part 15C Corporation Tax Act 2009 (CTA 2009) 
 
Where a company is a Theatrical Production Company (TPC) (TTR10110) for the purposes of Part 15C 
CTA 2009, a qualifying theatrical production (TTR10100) is treated as a separate theatrical trade if 
Theatre Tax Relief (TTR) is claimed in respect of that production. 
 
The profits and losses of the theatrical trade must be calculated separately from any other activities 
of the company (including any other theatrical production).  The Part 15C CTA 2009 basis applies a 
revenue treatment to income and to certain types of expenditure that would otherwise be treated 
as capital expenditure.  Also, the rules applying to a trade should be applied to each production. 
 
In producing their statutory accounts, TPCs can account for their costs and income in a number of 
ways.  This will vary according to their operating model and what they think best represents a true 
and fair view of the business. 
 
The rules for TTR therefore set out a consistent approach to calculating taxable profits of TPCs 
separate theatrical trades where TTR is claimed.  This approach is important when considering relief 
for losses. 
 
There are special provisions which restrict the ways in which losses arising from a separate theatrical 
trade can be used and this will vary depending on whether or not the production has been 
completed and the trade has ceased (TTR20110). 
 
If no TTR claim is or has been made in respect of a production the rules for TTR do not apply.  The 
production is not treated as a separate theatrical trade and the special loss provisions do not apply. 
 
TTR20100 Taxation: separate theatrical trade: commencement 
 
S1217H (4) Corporation Tax Act 2009 (CTA 2009) 
 
Where a company is a Theatrical Production Company (TPC) (TTR10110) for the purposes of Part 15C 
CTA 2009, a qualifying theatrical production (TTR10100) is treated as a separate theatrical trade if 



Theatre Tax Relief (TTR) is claimed in respect of that production.  This isolates each theatrical 
production on an individual basis for the purposes of calculating profits and losses. 
 
The point at which this trade starts is determined by special rules but, once set up, the normal rules 
apply for when a trade ceases. 
 
The normal rules for deciding when a trade commences do not apply when deciding when a 
separate theatrical trade commences.  Special rules apply instead.  
 
The TPC is treated as commencing a new theatrical trade on the earliest of: 

- Commencement of the production phase, or 
- Receipt of income for the production. 

 
Commencement triggered by production expenditure 
 
In many cases, the separate theatrical trade will commence when the production begins the 
production phase (TTR10130). 
 
This means that as soon as the TPC begins to incur production expenditure on a theatrical 
production, a separate theatrical trade relating only to that production begins.  Income and 
expenditure relating to the production is then accounted for in relation to that trade using the TTR 
rules. 
 
See TTR20120 for how development costs can be brought into the production trade. 
 
Commencement triggered by receipt of income 
 
In some cases, the separate theatrical trade will commence before the production phase starts if the 
TPC receives income relating to the theatrical production (TTR20210). For example, the 
commencement of the separate theatrical trade may be triggered when a TPC receives a grant to 
help fund development activity of a production or from advance sales of tickets. 
 
This ensures that all theatrical production income is taxable as trading income.  This income will be 
offset by pre-trading expenditure brought into account on the commencement of the separate 
theatrical trade.  However, it may produce taxable profits if insufficient expenditure has been 
incurred by the end of the accounting period. 
 
The fact that the TPC has commenced a separate theatrical trade does not necessarily mean that the 
production phase has commenced. 
 
TTR20110 Taxation: separate trade: cessation 
 
S1217H (7) & 1217FC Corporation Tax Act 2009 (CTA 2009) 
 
Where a company is a Theatrical Production Company (TPC) (TTR10110) for the purposes of Part 15C 
CTA 2009, a qualifying theatrical production (TTR10100) is treated as a separate theatrical trade if 
Theatre Tax Relief (TTR) is claimed in respect of that production.  This isolates each theatrical 
production on an individual basis for the purposes of calculating profits and losses. 
 



The point at which this trade starts is determined by special rules (TTR20100) but, once set up, the 
normal rules apply for when a trade ceases, unless the company ceases at any time to be the TPC in 
relation to the production. 
 
Normal cessation rules 
 
Guidance at BIM70565+ of the Business Income Manual sets out the normal cessation rules. 
 
The question of whether any trade has ceased is a matter of fact.  A TPC’s trade may include:  

- Exploiting a production (TTR20210), 
- Selling a production, and all the rights in it, for others to exploit, or 
- Making productions under contract to another person such that it never holds any of the 

rights. 
 
In cases where a production, and all the rights in it, is sold outright, it should be straight forward to 
determine the point where the trade ceases. 
  
The point of cessation may be less clear where some or all of the rights in the production are 
retained by the TPC.  Broadly speaking, a trade ceases when the TPC no longer actively exploits, nor 
has any expectation that income will arise from, the production rights. 
 
Where a TPC retains rights to enjoy future income from the production (possibly coupled to an 
obligation to make further deferred payments out of those receipts) that income is regarded as 
deriving from the ongoing trade of theatre production relating to that trade.  This is the case even 
where receipts follow a ‘stagnant’ period during which no income was received.  The receipts will 
not relate to any new trade, nor will they be treated as non-trading (investment) income.     
 
Cessation of separate theatrical trade due to company ceasing to be the TPC for the production 
 
If a company ceases at any time to be the TPC in relation to a theatrical production for which TTR 
relief has been claimed, the separate theatrical trade is treated as ceasing to carry on the separate 
trade at that time. 
 
Terminal losses 
 
If a separate theatrical trade ceases, the TPC may be able to use losses under TTR by using the 
special terminal loss rule (TTR30050). 
 
TTR20120 Taxation: separate trade: pre-trading expenditure 
 
S1217IE Corporation Tax Act 2009 (CTA 2009) 
 
Where a company is a Theatrical Production Company (TPC) (TTR10110) for the purposes of Part 15C 
CTA 2009, a qualifying theatrical production (TTR10100) is treated as a separate theatrical trade if 
Theatre Tax Relief (TTR) is claimed in respect of that production.  This isolates each theatrical 
production on an individual basis for the purposes of calculating profits and losses. 
 
For a theatre production that enters the production phase, there will often be expenditure that has 
been incurred prior to the commencement of the theatre production’s separate trade (TTR20100). 
 



Where a company is set up especially to produce the theatrical production, the preliminary work will 
be bought by the TPC or its value will be transferred in after the trade has commenced. 
 
Where the preliminary work is instead done by the TPC prior to the commencement of the trade, 
this pre-trading expenditure can be transferred to the trade. This expenditure is treated as having 
been incurred by the separate theatrical trade on the day the trade commences. 
 
It is possible that this pre-trading expenditure may have been incurred some time before the 
separate theatrical trade commenced. 
 
If the expenditure has already been reflected in the company’s accounts and tax computations, the 
company must amend any relevant company tax return accordingly.  This is because the expenditure 
relates to the separate theatrical trade not to any other trade.  The normal time limits for amending 
returns and assessments are specifically overridden by the TTR rules to allow the company to do so. 
 
TTR20200 Taxation: profit/loss calculation: introduction 
 
Part 15C Corporation Tax Act 2009 (CTA 2009) 
 
Where a company is a Theatrical Production Company (TPC) (TTR10110) for the purposes of Part 15C 
CTA 2009 and makes a claim to Theatre Tax Relief (TTR) in respect of a qualifying theatrical 
production: 

- The making of that theatrical production is treated as a separate trade (TTR20010), 
- The profits or losses of that separate theatrical trade are on revenue account (TTR20230), 

with 
- Costs debited as incurred (TTR20240), and 
- Income credited as earned (on a prescribed estimated basis if necessary) (TTR20220). 

 
Expenditure is deductible earlier than would generally be the case if the deduction had to await 
disposal, or part disposal, of a capital asset.  
 
This is particularly relevant for any TPC that retained the production rights. The company may mainly 
receive exploitation income against which the cost of creating the asset might not otherwise be set. 
 
For accounting periods beginning before 1 January 2015, the method of calculating profits or losses 
of the separate theatrical trade for tax purposes broadly follows the model provided by Statement of 
Standard Accounting Practice 9- ‘Stocks and long-term contracts’ (SSAP9). 
 
For accounting periods beginning on or after 1 January 2015, UK businesses will follow Financial 
Reporting Standard 102 (FRS 102).  This will effectively replace SSAP9. 
 
In theatrical productions, the total budget for the production is mostly agreed at the outset and 
costs are then carefully monitored and controlled to ensure delivery of the production within that 
budget. 
 
In contrast, the income that the separate theatrical trade is capable of generating can be more 
uncertain. 
 
Consequently, taxable profits are recognised by apportioning the total expected income to the 
degree of completion as measured by the proportion of total expenditure incurred and reflected in 
work done (TTR20250). 



 
In other words, profits are calculated and spread over the lifetime of a theatrical production with 
income and expenditure being recognised in line with the state of completion of the production. 
 
TTR20210 Taxation: profit/loss calculation: income: nature 
 
S1217IB Corporation Tax Act 2009 (CTA 2009) 
 
Where the profits or losses of a separate theatrical trade of a Theatre Production Company (TPC) 
(TTR20010) are within the rules in Part 15C CTA 2009, the income to be brought into account is all 
the receipts of the trade of making, or making and exploiting, the production. 
 
This means all the money received from generating income from the theatrical production in the 
widest sense, including, but not limited to: 

- Receipts from the sale of the theatrical production, or rights in the production, 
- Royalties or other payments for the rights to use the production or aspects of it (for 

example, characters, sets or music), 
- Payments for rights to produce merchandise, and  
- Receipts by way of a profit share agreement. 

 
Theatre Tax Credits (TTCs) due or paid to the TPC in connection with a production are not regarded 
as income from the relevant production. 
 
Loans and grants 
 
Receipts such as grants may be income where they are unconditional contributions to the costs of 
the production.  Loans are not trade receipts and, as with any other trade, they are not counted as 
income of a separate theatrical trade.  It may not be obvious whether a receipt is a loan or not. 
 
Theatre financing may involve bringing in money from a wide range of sources, and promising 
investors/contributors a contingent return on their money.  Sometimes it may be difficult to decide 
the character of a receipt or loan.  Some funders may impose standard terms but each receipt will 
have to be viewed on its own conditions.  
 
TTR20220 Taxation: profit/loss calculation: income: timing 
 
S1217IA, S1217ID Corporation Tax Act 2009 (CTA 2009) 
 
Where the separate theatrical trade of a Theatre Production Company (TPC) is within the rules in 
Part 15C CTA 2009 (TTR20010), income is recognised and expenditure is incurred in line with current 
accounting principles.  This is the case even where the production expenditure would not be 
recognised on the profit and loss account because the company is creating a capital asset for 
exploitation (TTR20230).  
 
For more details on this matching of income to expenditure see TTR20250. 
 
This treatment results in profits being recognised as production progresses and not just at 
completion, unless there are specific contingencies outside the control of the person doing the work.  
 



For accounting periods beginning before 1 January 2015, the method of calculating profits or losses 
of the separate theatrical trade for tax purposes broadly follows the model provided by Statement of 
Standard Accounting Practice 9- ‘Stocks and long-term contracts’ (SSAP9). 
 
For accounting periods beginning on or after 1 January 2015, UK businesses will follow Financial 
Reporting Standard 102 (FRS 102).  This will effectively replace SSAP9.  In practical terms, there 
should be little change as to when revenue is first recognised. 
 
The amount of income to be recognised at the end of an accounting period is given by a formula 
(TTR20250).  This measures the state of completion of the theatrical production by reference to the 
production expenditure to date compared to the estimated total production expenditure on the 
theatrical production.  We would expect future income to be discounted before being brought into 
this formula. 
 
When the theatrical production is closed there will generally be no further expected expenditure on 
its production.  If the rights in the production are sold outright there will also be no further 
expenditure on its exploitation.  All the known estimated income will have been recognised and any 
further income should be recognised as it is earned. 
 
If the production is retained and exploited there will be further expenditure on exploitation. 
 
TTR20230 Taxation: profit/loss calculation: expenditure: nature 
 
Part 15C Corporation Tax Act 2009 (CTA 2009) 
 
Where profits or losses of the separate theatrical trade of a Theatre Production Company (TPC) are 
within the rules in Part 15C CTA 2009 (TTR20010), the expenditure to be brought into account in 
calculating the profit or loss will be all the expenditure on: 

- The activities involved in developing, producing, running and closing the production, and 
- Activities with a view to exploiting the production. 

 
Expenditure which would otherwise be treated as capital because it relates to the creation of the 
theatrical production (rights in which would be reflected as an asset on the balance sheet) is treated 
as revenue expenditure.  This treatment extends only to costs that relate to the creation of an asset 
(the theatrical production) – so it does not apply to expenditure on the acquisition of plant and 
machinery since that would be capital regardless of the creation of the production. 
 
The rules in Part 15C CTA 2009 determine how income and expenditure of theatrical production are 
brought into account as debits and credits in computing the profit of the separate theatrical trade. 
These rules take precedence over the intangibles regime for expenditure which is related to making 
the production (S808A Corporation Tax Act 2009). 
 
Where income or expenditure is not related to making the production and is subject to a specific tax 
regime (for example because it is proper to the loan relationships or intangibles regimes) the 
computational rules in those regimes will take priority, as they do for other trades.  Any trading debit 
or credit arising from those regimes will then be brought into account in addition to those for TTR. 
 
The normal rules determining whether particular items are allowable for tax purposes in computing 
the profits of a trade (see BIM42051+ of the Business Income Manual) still apply. 
 



For more information on the loan relationships legislation in particular, see CFM30000+ of the 
Corporate Finance Manual. 
 
Example 
 
Company A is a TPC carrying on a separate theatrical trade in relation to a production.  In the year, 
income from the production to be brought into account as a credit is £2000. Costs of the production 
to be brought into account as a debit are £1500, which include £150 spent on entertaining.  The 
production is financed by a loan on which interest of £100 is payable.  The cash from the loan is 
deposited in the bank and interest of £50 is receivable.  
 
The credits and debits for the year are therefore: 
 
    Credits  Debits 
Income from production £2,000 
Production expenditure    £1,500 
Interest received  £50 
Interest paid     £100 
 
The loan is a trading loan relationship while the deposit with the bank is a non-trading loan 
relationship.  The debit for interest paid is therefore deducted in computing the profit on the 
separate theatrical trade while the credit for interest received will be a non-trading loan relationship 
credit.  A computational adjustment is needed to disallow the expenditure on entertaining giving a 
net debit for costs of the production of £1350 (£1,500 - £150). 
 
The computation of the profit or loss on the separate theatrical trade will therefore be made up of 
the following debits and credits: 
 
Income from production   £2,000 
Costs of production  (£1,350) 
Interest paid     (£100) 
Profit        £350 
 
Treatment of capital expenditure: link to creation of an asset 
 
The requirement to treat capital expenditure as being on revenue account only applies where the 
expenditure is on creation of the theatrical production, and would otherwise be treated as 
expenditure on creation of an asset. 
 
The revenue treatment of expenditure does not apply to the purchase of capital items, such as 
lighting equipment.  Expenditure on these items remains capital expenditure and capital allowances 
will be available where appropriate. 
 
No double deductions 
 
Expenditure is not deductible under Part 15C CTA 2009 if it has been relieved under the reliefs 
available for Research and Development (R&D) expenditure (CIRD80000 of the Corporate Intangibles 
Research & Development Manual).  These reliefs are the SME scheme, large company scheme and 
the Research and Development Expenditure Credit scheme. 
 
TTR20240 Taxation: profit/loss calculation: expenditure: timing 



 
S1217IA, S1216ID Corporation Tax Act 2009 
 
The rules for the timing of expenditure recognition ensure that costs are recognised when they are 
represented in the state of completion of the production and, in particular that: 

- Prepayments (where payments are made in advance of the goods or services being supplied) 
are not recognised until the work has been done; and 

- Deferrals (where work is done or services supplied for promise of payment in the future) are 
recognised earlier so long as the obligation of future payment is unconditional. 

 
There are additional anti-avoidance rules to prevent companies inflating claims to Theatre Tax Relief 
(TTR) with payments that remain unpaid for long periods (TTR80020). These apply for the purposes 
of TTR only. They do not affect the amount of expenditure for the trade, simply when an additional 
deduction is allowed. 
 
Participations 
 
In the theatre industry, payment for goods and/or services is sometimes contingent on the theatrical 
production making a profit.  Effectively, the amount the supplier is to be paid is linked to the success 
of the project and they will only begin to be paid these amounts when the production generates 
sufficient income. 
 
In that case the costs are recognised if, or when, the income on which they are to be based is also 
recognised. This applies to all companies, regardless of whether they claim TTR or not. 
 
Theatre Tax Credits due or paid to a TPC in connection with a theatrical production are not regarded 
as income earned from the production. 
 
See TPC80020 for a worked example involving a TTR claim and deferred, contingent expenditure. 
 
 
TTR20250 Taxation: profit/loss calculation: matching income to expenditure 
 
S1217IA, S1216IF Corporation Tax Act 2009 (CTA 2009) 
 
Part 15C CTA 2009 sets out how the profits and losses of a separate theatrical trade of a Theatre 
Production Company (TPC) (TPC10110) that makes a Theatre Tax Relief (TTR) claim are calculated for 
tax purposes. 
 
The method is modelled on the way in which profits are recognised in long-term contracts 
(TTR20220). This means recognising expected income in line with the state of completion of the 
production as measured by the proportion of total costs to date that has been expended. 
 
It operates by: 

- Calculating what proportion of the theatrical production’s estimated total costs have been 
incurred (and are reflected in work done) within each accounting period, and  

- Allocating the production’s estimated total income in similar proportions. 
 
This method will adjust for both changes to the estimated total income from the production (for 
example, sale of further rights) and to changes in the estimated total cost (due, for example, to a 
change of plans during production). 



 
In the calculation: 

- The estimated total cost of the production will be the expected cost of making the theatrical 
production plus any expected exploitation costs (TPC20230), and 

- The estimated total income will be all the expected income from the production (TPC20210). 
 
Estimated costs and income 
 
A TPC may need to estimate both total expected costs and total expected income to be able to 
operate the formula to determine taxable profits or losses. 
 
Where actual income and costs are known, this estimate is not necessary.  For example, if a 
production has been sold and no rights to further income from that production retained, then the 
income is the proceeds of the sale. 
 
Estimated total costs 
 
The estimated total cost will generally be the total estimated allowable costs shown by the most 
recent and reliable estimate in the theatrical production budget, plus a realistic estimated cost to 
the TPC of exploiting any rights in the production that it retains. 
 
Budgets of this sort are generally maintained by TPCs both as a management tool and because their 
existence is generally a condition imposed by the financiers.  
 
Estimated total income 
 
The estimated total income from the theatrical production is the total income, received or expected, 
from the production over its life. 
 
The estimate of income should include income from all sources (TPC20210) but it should only 
include income that the TPC is in a position to realistically expect and quantify.  This does not include 
hypothetical or potential income merely because a prediction of that income has been made such as 
by a sales agent.  The realistic expectation of income is closer to that included in the statutory 
accounts. 
 
So the estimated income should broadly include that income which the company would be confident 
enough to include in its Profit & Loss account were the production to be treated as being on revenue 
account. 
 
Whether any particular contract or agreement gives the company rights such that income should be 
recognised under these rules will be a question of fact.  See below for further detail of how 
estimates are to be made. 
 
Estimating total income earned at the end of an accounting period  
 
At the end of any accounting period the amount of income treated as earned is calculated as 
follows: 
 
The income treated as earned = C x I / T 
 
Where: 



 C = Total costs incurred to date on the theatrical production and reflected in work done 
 I = Estimated total income from the theatrical production 
 T = Total estimated costs of the theatrical production 
 
TTR20255 Taxation: profit/loss calculation: matching income to expenditure in different 

periods of account 
 
S1217IA, S1217IF Corporation Tax Act 2009 (CTA 2009) 
 
Part 15C CTA 2009 sets out how the profits and losses of a separate theatrical trade of Theatrical 
Production Companies (TPCs) (TTR10110) are calculated for tax purposes.  
  
Calculation of profit or loss:  first period of account after trading begins  
 
In the first period of account following the commencement of the separate theatrical trade 
(TTR20100) there are no costs reflected in work done that are attributable to a preceding accounting 
period because any pre-trading expenditure is treated as work of the first accounting period 
(TTR20120). 
 
The expenditure to be taken into account as a debit in calculating the taxable profit/loss is the 
expenditure of the first period that is reflected in the state of completion of the production 
(TTR20240).  The income to be taken into account as a credit in calculating the taxable profits of the 
first accounting period is the income that is treated as earned at the end of the accounting period 
using the formula at TTR20250. 
 
If a separate theatrical trade commences and ceases within a single accounting period, this will be 
the normal method for calculating the profit or loss attributable to the theatrical production. 
 
Calculation of profit or loss: subsequent periods of account 
 
In subsequent periods of account the profit for the period is calculated by comparing the further 
work done measured by the additional expenditure and the increase, or decrease, in the income 
treated as earned by the production. 
 
The expenditure to be taken into account as a debit in calculating the taxable profit is the 
expenditure to date, reflected in the state of completion of the production, less the expenditure to 
date at the end of the previous accounting period.  This gives the expenditure of the accounting 
period that is reflected in the state of completion of the theatre production. 
 
The income to be taken into account as a credit in calculating the taxable profits is the income that is 
treated as earned at the end of the accounting period using the formula at TTR20250 less the 
income treated as earned at the end of the previous accounting period.  This gives the increase or 
decrease in the income treated as earned in the accounting period.  
 
TTR20260 Taxation: profit/loss calculation: estimating amounts 
 
S1217IF Corporation Tax Act 2009 (CTA 2009) 
 
Calculation of the profits or losses of the separate theatrical trade may involve estimating the total 
income and total costs of the theatrical production.  Part 15C CTA 2009 sets out the basis on which 
such estimates are made. 



 
These rules ensure that the income that is recognised is in accordance with the substance of 
transactions in the same way that would be expected for statutory accounts. 
 
Income should be recognised as the seller carries out its contractual obligations and so earns its 
rights to the income.  This is on the basis that it is probable that the income will flow to the company 
and that the expected income can be measured reliably.  It follows that speculative income should 
not be brought into account.  However, where a seller has entered into a transaction with a buyer, 
income should be recognised in accordance with the substance of that transaction. 
 
If the income does not arise until the occurrence of a critical event, it is not recognised until that 
event occurs only if the occurrence is outside the control of the seller. 
 
Speculative productions 
 
Almost all theatrical productions are commissioned and will have a measure for estimated total 
income from the outset. 
 
However, some productions that come within this legislation might be highly speculative.  There may 
be little, if any, income that can be brought into account in calculating profits for an accounting 
period. 
 
Nevertheless, it is likely that there will be a reliable estimate for the estimated total cost and so the 
costs to be debited in each accounting period will be the additional costs reflected in the work done 
while the income may well be zero. 
 
The example below is intended to illustrate how to estimate total income for the purposes of 
establishing the profits or losses of a separate theatrical trade.  Entitlement to Theatre Tax Relief 
(TTR) is not addressed here, but is dealt with separately (TTR55000). 
 
Example 
 
At the end of the first period of account of production the estimated income and expenditure for a 
theatrical production is: 
 
 Grants and equity investments    £  50k 
 Existing pre-sales of tickets    £100k 
 Sales agent forecast of sales of remaining tickets £120k 
 Total cost of producing according to the budget  £220k 
 
The estimated total income from the theatrical production to be brought into the calculation of the 
income treated as earned under the TTR rules (TTR20250) is the money which the Theatrical 
Production Company (TPC) has or expects to receive; this is the grants and equity investments of 
£50k plus the pre-sale tickets of £100k provided that these are for performances prior to the 
accounting date. 
 
The sales agent forecast of £120k is the sales agent’s judgement of how much might be received if 
the remaining tickets are sold.  The sales agent’s judgement, in this instance, is not considered to be 
sufficiently probable or reliably measurable and so it would not be just and reasonable to include it 
in the TPC’s estimated total income.  Also, to the extent, if any, that the pre-sales of tickets are for 



performances after the accounting date and not yet commenced then these should not be taken 
into account. 
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TTR30010 Losses: introduction 
 
S1217M-S1217MC Corporation Tax Act 2009 (CTA 2009) 
 
Where a qualifying Theatrical Production Company (TPC) makes a Theatre Tax Relief (TTR) claim in 
relation to a theatrical production the profits or losses of the separate theatrical trade are calculated 
by the rules in Part 15C CTA 2009.  TTR may create or increase the losses of the trade for tax 
purposes. 
 
There are restrictions on the use of losses of a separate theatrical trade of a TPC. 
 
Losses of a separate theatrical trade that are not surrendered for a Theatre Tax Credit are only 
available to: 

- Carry forward for relief against future profits of the same theatrical trade, 
- Use against other profits of the company or surrender through group relief once the 

theatrical production has been completed, and 
- Transfer or surrender under specific TTR rules for terminal losses. 

 
For normal trades outside of TTR or similar regimes, losses may be set off in a number of ways 
including against other income or surrendering to other companies in a group.  This is not possible 
for a separate theatrical trade within Part 15C CTA 2009 until the period in which the trade ceases. 
 
TPC30020 Losses: losses brought forward 
 
Losses that are brought forward from an earlier period may increase the losses that can be 
surrendered for Theatre Tax Credit purposes provided that the losses brought forward are relevant 
unused losses (TTR55100). 
 
TPC30030 Losses: pre-completion periods 
 
S1216MA Corporation Tax Act 2009 (CTA 2009) 
 
Relief limited to carry forward 
 
The rules in Part 15C CTA 2009 restrict the normal loss relief rules prior to completion of the 
theatrical production. 
 



Where a Theatrical Production Company has a trading loss in any period before the completion 
period (the accounting period in which the company ceases to carry on the separate theatrical 
trade), any loss that is not surrendered for Theatre Tax Credit can only be carried forward to be 
relieved against profits of the same trade in a subsequent period. 
 
Exceptionally, where a separate theatrical trade for an ongoing theatrical production has made a 
profit in an earlier year, losses cannot be offset against the profit.  This may occur where income, 
such as a grant, has created a profit. 
 
This restriction applies to all losses of the separate theatrical trade, not just those attributable to 
Theatre Tax Relief. 
 
TTR30040 Losses: completion period 
 
S1217MB Corporation Tax Act 2009 (CTA 2009) 
 
The rules in Part 15C CTA 2009 modify the normal rules for relieving corporate trading losses. 
 
The completion period is the accounting period in which the Theatrical Production Company (TPC) 
ceases to carry on the separate theatrical trade. 
 
Prior to the completion period, if a loss is made in the separate theatrical trade the TPC can only 
surrender the loss for Theatre Tax Credit, where applicable, or use it against future profits of the 
same trade. 
 
Losses of the completion period 
 
The restriction on the use of losses applies until the accounting period in which the separate 
theatrical trade ceases.  This accounting period is known as the completion period. 
 
Losses are then treated differently depending on whether they are: 

- Losses not attributable to Theatre Tax Relief (TTR), or 
- Losses attributable to TTR. 

 
This divides the losses into two distinct elements. 
 
Loss not attributable to Theatre Tax Relief 
 
Any loss not attributable to Theatre Tax Relief (TTR) that has been carried forward to the completion 
period and/or been incurred in the completion period can be: 

- Offset against total taxable profits of the Theatre Production Company in the completion or 
previous accounting periods so far as they fall (wholly or partly) within the period of 12 
months ending immediately before the completion period begins, or  

- Surrendered as group relief. 
 
Losses attributable to TTR cannot be relieved in this way. 
 
Any remaining loss not attributable to TTR may only be relieved under the special terminal losses 
rules (TTR30050). 
 



A loss not attributable to TTR includes all the expenditure of the separate theatrical trade not 
including the enhancement for TTR.  This means non-enhanceable expenditure and enhanceable 
core expenditure not including the enhancement. 
 
Losses not attributable to TTR are calculated by removing the element of losses attributable to TTR. 
 
Loss attributable to Theatre Tax Relief 
 
Subject to the special terminal losses rules (TTR30050), any loss attributable to Theatre Tax Relief 
(TTR) carried forward to the completion period and not surrendered for Theatre Tax Credit (TTC) 
may only be used against profits of the same theatrical trade made in the completion period. 
 
Any loss attributable to TTR that is incurred in the completion period and not surrendered for TTC 
may only be relieved under the special terminal losses rules (TTR30050). 
 
The amount of a loss attributable to TTR is the loss that has arisen from the enhancement element 
over and above the enhanceable expenditure.  This means the enhancement not including both the 
non-enhanceable expenditure and enhanceable core expenditure. 
 
Losses attributable to TTR are calculated by deducting from the loss for the period what the losses 
for the period would be in the absence of TTR. 
 
Where there would have been a profit for the period in the absence of TTR, the deduction from 
actual losses will be nil.  Therefore, the loss attributable to TTR will be the actual loss in the period. 
 
 
TTR30050 Losses: terminal losses 
 
S1217MC Corporation Tax Act 2009 (CTA 2009) 
 
The rules in Part 15C CTA 2009 modify the normal rules for relieving corporate trading losses. 
 
A Theatrical Production Company (TPC) may transfer or surrender its losses from a separate 
theatrical trade when that trade ceases.  This is in contrast to the normal rules on terminal losses 
which must be offset against profits of the same trade arising in the three previous years. 
 
The TPC can, on making a claim, pass losses on to another trade that qualifies for Theatre Tax Relief 
(TTR).  The trade must be carried on at the time of cessation and can be: 
 

- Another trade carried on by the same company, or 
- Another trade carried on by a different TPC in the same group. 

 
A company is in the same group for these purposes if it is in the same group for group relief 
purposes (CTM80150 of the Company Taxation Manual). 
 
The losses are treated as losses brought forward to be set against profits of the TTR-qualifying trade 
for the accounting period that commences after the cessation. 
 
For example, company A claims terminal loss relief under the rules in Part 15C CTA 2009.  It ceases 
its separate theatrical trade on 31 October 2015.  It surrenders losses to company B which is in the 
same group and has an ongoing TTR trade.  Company B has a chargeable accounting period ended 30 



April 2016.  The losses transferred will be treated as brought forward by company B in the period 
commencing 1 May 2016. 
 
TTR30060 Losses: example: production eligible for Theatre Tax Relief 
 
A Theatrical Production Company (TPC) has one trade that is a theatrical production which qualifies 
for Theatre Tax Relief (TTR).  It is not part of a group of companies for group relief purposes. 
 
The separate theatrical trade for the purposes of Part 15C Corporation Tax Act 2009 commences on 
1 April 2015 and ceases on 31 July 2016.  The company draws up a single set of accounts covering 
the 15-month trading period.  The accounting periods for tax purposes are therefore: 
 

- Year ended 31 March 2016 
- Period ended 31 July 2016. 

 
The computations show: 
 
Period ended 31 March 2016             £ 
Income from the production       210,000 
Costs of the production      (240,000) 
Theatre tax relief – additional deduction    (128,000) 
(based on qualifying expenditure) 
Profit/(loss) on production     (158,000) 
Other income – non-trade loan relationship       25,000 
 
The computation shows a trading loss of £158,000. 
 
The TPC chooses not to surrender any part of this trading loss for the Theatre Tax Credit (TTC).  In 
reality, a TPC would be unlikely to make this choice, which is intended to illustrate the 
computational principle. 
 
As this is a pre-completion period, the loss is restricted and cannot be offset against other income.  
The £25,000 interest income (the non-trade loan relationship income) is therefore taxable. 
 
Period ended 31 July 2016 
Income from the production       110,000 
Costs of the production      (150,000) 
Theatre tax relief – additional deduction      (80,000) 
(based on qualifying expenditure) 
Profit/(loss) on production     (120,000) 
Other income – non-trade loan relationship      20,000 
 
The computation shows a trading loss of £120,000. 
 
This is the completion period.  The trading loss brought forward that is not attributable to TTR can 
be treated as a loss of the accounting period for the purposes of loss relief.  The amount carried 
forward into the completion period that is not attributable to TTR is £30,000 (£158,000 - £128,000). 
 
The £40,000 loss arising in this accounting period that is not attributable to TTR (£120,000 - £80,000) 
is therefore enhanced by the trading loss brought forward from the earlier period. 
 



The losses available to use in this period are £70,000 (£30,000 + £40,000). 
 
The loss not attributable to TTR treated as incurred in the period may be: 

- Set against other profits of the same accounting period, or 
- Carried back against profits of the accounting period ended 31 March 2016. 

 
The loss cannot be surrendered as group relief because the company is not part of a group. 
 
The company sets off the losses not attributable to TTR against the non-trade loan relationship 
income of the current and previous period.  This means that there are no taxable profits in the year 
ended 31 March 2016 and the period ended 31 July 2016. 
 
The remaining £25,000 losses not attributable to TTR (£70,000 - £20,000 - £25,000) and the 
£208,000 losses attributable to TTR (£128,000 + £80,000), which have not been surrendered for TTC, 
are stranded. 
 
The following table shows how the losses are used in the two accounting periods: 
 
    Losses from APE 31/03/16  Losses from APE 31/07/16 
    TTR  non-TTR  TTR  non-TTR 
    £  £   £  £ 
APE 31/03/16 
Pre-completion period loss 128,000   30,000 
Losses carried forward into 
Completion period  128,000   30,000 
 
APE 31/07/16 
Losses brought forward  128,000   30,000 
Completion period loss         80,000    40,000 
Losses utilised against NTLR 
(CY & PY)     (30,000)    (15,000) 
Remaining losses  128,000     0,000     80,000    25,000 
 
TTR30070 Losses: example: losses applied to a new theatrical production 
 
Part 15C Corporation Tax Act 2009 (CTA 2009) 
 
A newly incorporated Theatrical Production Company (TPC) produces theatrical production 1 which 
qualifies for Theatre Tax Relief (TTR).  The separate theatrical trade for theatrical production 1 
commences on 3 July 2015, the production closes on 10 July 2016 and the trade ceases on 15 August 
2016 when the TPC sells the rights to production 1 outright. 
 
On 17 March 2016 the TPC commences a new separate theatrical trade in respect of theatrical 
production 2 which also qualifies for TTR and this trade is ongoing as at 15 August 2016. 
 
In the year to 31 December 2016 another company, in the same group as the TPC, has trading profits 
of £200,000. 
 
The company draws up accounts to 31 December.  The accounting periods are therefore: 
 

- 3 July 2015 to 31 December 2015 



- Year to 31 December 2016 
- Year to 31 December 2017. 

 
The computations show: 
 
Period ended 31 December 2015  Production 1 Production 2 Other 
      £  £  £ 
Income from the production        100,000 
Costs of the production       (850,000) 
Theatre Tax Relief – additional deduction    (400,000) 
Profit/(loss) on production   (1,150,000) 
Other income – non-trade loan relationship     10,000 
 
The computation shows a trading loss of £1,150,000 on Production 1.  The TPC chooses not to 
surrender any part of this trading loss for the Theatre Tax Credit (TTC).  In reality, a TPC would be 
unlikely to make this choice, which is intended to illustrate the computational principle. 
 
As this is a pre-completion period, the loss is restricted and cannot be offset against other income.  
The £10,000 interest income (the non-trade loan relationship income) is therefore taxable. 
 
Year to 31 December 2016   Production 1 Production 2 Other 
      £  £  £ 
Income from the production     500,000   800,000 
Costs of the production    (150,000) (400,000) 
Theatre Tax Relief – additional deduction (100,000) (300,000) 
Profit/(loss) on production     250,000   100,000 
Other income – non-trade loan relationship     20,000 
 
The computation shows a profit of £250,000 on Production 1 and a profit of £100,000 on Production 
2.  This is the period in which the separate theatrical trade for Production 1 ceased and is therefore 
the completion period for Production 1. 
 
The brought forward loss of £1,150,000 reduces the profit of Production 1 to nil.  This leaves an 
unutilised loss of £900,000 (£1,150,000 - £250,000) of which: 

- £150,000 (£400,000 - £250,000) is attributable to TTR, and 
- £750,000 is not attributable to TTR. 

 
As this is a completion period, the company can utilise the losses not attributable to TTR against 
other profits and carry them back to the previous period.  The company therefore utilise losses as 
follows: 
 
Set against other profits of the same accounting period £120,000 (£100,000 + £20,000) 
Carried back against profits of the previous period   £10,000 
Surrendered as group relief    £200,000 
       £330,000 
 
This is the maximum amount that can be relieved.  It leaves nil total taxable profits in both periods. 
 
This leaves unutilised losses as follows: 

- £150,000 is attributable to TTR, and 
- £420,000 (£750,000 - £330,000) is not attributable to TTR. 



 
By claiming terminal loss relief under the TTR rules, the losses are transferred to the separate 
theatrical trade for Production 2.  This trade will therefore treat the full £570,000 losses (£150,000 + 
£420,000) as brought forward losses in the next accounting period. 
 
Year ended 31 December 2017   Production 1 Production 2 Other 
      £  £  £ 
Income from the production     Ceased 1,000,000 
Costs of the production        (400,000) 
Theatre Tax Relief – additional deduction     (200,000) 
Profit/(loss) on production          400,000 
Other income – non-trade loan relationship     50,000 
 
The computation for this period shows a trading profit of £400,000 for Production 2.  The losses 
deemed to be brought forward of £570,000 are utilised against this profit first. 
 
The profit is reduced to nil and there are £170,000 of losses deemed to be brought forward for 
Production 2 at the beginning of the next period. 
 
These losses can only be used against the profits of the trade of Production 2.  This is because the 
legislation states that, in a pre-completion period, the losses must be treated as trading losses 
carried forward under S45 Corporation Tax Act 2010. 
 
The £50,000 interest income (the non-trade loan relationship income) is therefore taxable. 
 
The following table shows how the losses from Production 1 are used in the various accounting 
periods: 
      Production 1   Production 2 
      TTR  non-TTR non-TTR 
      £  £  £ 
Period ended 31 December 2015 
Production period loss      400,000   750,000 
Losses carried forward into completion period   400,000   750,000 
 
Year ended 31 December 2016 
Losses brought forward      400,000   750,000 
Utilised against Production 1 profit  (250,000) 
Set off against other profits of the same    (120,000) 
accounting period 
Carried back against NTLR of previous period   (10,000) 
Surrendered as group relief     (200,000) 
Losses carried forward under terminal loss   150,000   420,000 
relief rules 
 
Year ended 31 December 2017 
Losses brought forward          570,000 
Utilised against Production 2 profit      (400,000) 
Losses carried forward          170,000 
 
TTR30080 Losses: example: terminal losses surrendered 
 



Part 15C Corporation Tax Act 2009 (CTA 2009) 
 
Company A is a new Theatrical Production Company (TPC) and produces Production 1 which 
qualifies for Theatre Tax Relief (TTR). 
 
The separate theatrical trade for the purposes of Part 15C CTA 2009 commences on 3 July 2015 and 
Production 1 is closed on 10 February 2016.  The company ceases its separate theatrical trade in 
respect of Production 1 on 15 April 2016 when it sells the rights to Production 1 outright. 
 
Company A is in a group as defined for group relief purposes with Company B. 
 
Company B is also a new TPC and carries on a separate theatrical trade in respect of Production 2.  It 
commences Production 2, which also qualifies for TTR, on 17 February 2016. 
 
The group of companies draws up accounts to 31 December. 
 
The accounting periods are therefore: 
 
Company A     Company B 
3 July to 31 December 2015    
1 January to 15 April 2016   17 February to 31 December 2016 
      Year ended 31 December 2017 
 
The computations show: 
 
Company A     Production 1 
3 July to 31 December 2015             £ 
Income from the production                    100,000 
Costs of the production      (850,000) 
Theatre tax relief – additional deduction    (400,000) 
Profit/(loss) on production   (1,150,000) 
Other income – non-trade loan relationship       10,000 
 
The computation shows a trading loss of £1,150,000 on Production 1.  Company A chooses not to 
surrender any part of this trading loss for the Theatre Tax Credit (TTC).  In reality, a TPC would be 
unlikely to make this choice, which is intended to illustrate the computational principle. 
 
As this is a pre-completion period, the loss is restricted and cannot be offset against other income.  
The interest income (the non-trade loan relationship income) is therefore taxable. 
 
Company A     Production 1 
1 January to 15 April 2016             £ 
Income from the production       500,000 
Costs of the production      (150,000) 
Theatre tax relief – additional deduction    (100,000) 
Profit/(loss) on production      250,000 
Other income – non-trade loan relationship      20,000 
 
Company B     Production 2 
17 February to 31 December 2016            £ 
Income from the production       800,000 



Costs of the production      (400,000) 
Theatre tax relief – additional deduction    (300,000) 
Profit/(loss) on production      100,000 
Other income – non-trading loan relationship      20,000 
 
Company A’s computation shows a profit of £250,000 on Production 1 and Company B’s 
computation shows a profit of £100,000 on Production 2. 
 
This is the cessation period of the separate theatrical trade in respect of Production 1 and therefore 
the completion period for Production 1. 
 
The brought forward loss of £1,150,000 reduces the profit of Production 1 to nil.  This leaves an 
unutilised loss of £900,000 (£1,150,000 - £250,000) of which: 

- £150,000 (£400,000 - £250,000) is attributable to TTR, and 
- £750,000 is not attributable to TTR. 

 
As this is the completion period for Production 1, Company A can utilise the profits not attributable 
to TTR against other profits and carry them back to the previous period.  It therefore utilises losses 
as follows: 
 
Set against other profits of the same accounting period   £   20,000 
Carried back against profits of the previous period  £   10,000 
Surrendered as group relief     £120,000 
        £150,000 
 
This is the maximum amount that can be relieved.  It leaves Company A with nil total taxable profits 
in both periods.  Company B is the recipient of the group relief and this reduces its total taxable 
profits to nil also. 
 
This leaves Company A with unutilised losses of £750,000 (£900,000 - £150,000).  Without the 
capacity to claim terminal loss relief, these losses may be stranded. 
 
By claiming terminal loss relief under the TTR rules, the losses are surrendered to Company B.  The 
losses must be allocated to the separate theatrical trade of Production 2.  This trade will therefore 
treat the full £750,000 losses as brought forward losses in the next accounting period. 
 
Company B     Production 2 
Year ended 31 December 2017              £ 
Income from the production   1,000,000 
Costs of the production     (400,000) 
Theatre tax relief – additional deduction   (200,000) 
Profit/(loss) on production     400,000 
Other income – non-trade loan relationship     50,000 
 
Company B’s computation for this period shows a trading profit of £400,000 for Production 2.  The 
losses deemed to be brought forward of £750,000 are utilised against this profit first. 
 
Company B’s profit is reduced to nil and there are £350,000 of losses deemed to be brought forward 
for Production 2 at the beginning of the next period. 
 



In these circumstances, the losses can only be used against the profits of the separate theatrical 
trade of Production 2.  This is because the legislation states that, in a pre-completion period, the 
losses must be treated as trading losses carried forward under S45 Corporation Tax Act 2010. 
 
The following table shows how the losses from Production 1 are used in the various accounting 
periods: 
 
      Company A   Company B 
           TTR   non-TTR non-TTR 
APE 31/12/15            £          £         £ 
Production period loss     400,000   750,000 
Losses carried forward into    400,000   750,000 
completion period 
 
APE 15/04/16 
Losses brought forward     400,000   750,000 
Set off against Production 1 profit (250,000) 
Set off against NTLR        (20,000) 
Carried back against NTLR of       (10,000) 
previous period 
Surrendered as group relief     (120,000) 
Losses surrendered under terminal  150,000    600,000 
loss relief rules 
 
APE 31/12/16         N/A 
 
APE 31/12/17 
Losses brought forward          750,000 
Utilised against profits of Production 2      (400,000) 
Losses carried forward          350,000 
 
TTR30090 Losses: losses surrendered for Theatre Tax Credit 
 
S1217CI(3) Corporation Tax Act 2009 (CTA 2009) 
 
Where a company makes a claim for Theatre Tax Credit (TTC) it surrenders a part of its 
surrenderable loss for the credit.  The loss surrendered cannot be utilised in any other way. 
 
Example 
 
A Theatrical Production Company (TPC) produces non-touring Production 1 which qualifies for 
Theatre Tax Relief (TTR).  The company draws up accounts to 31 March. 
 
The separate theatrical trade for the purposes of Part 15C CTA 2009 commences on 3 July 2015 and 
ceases on 31 March 2017.  The accounting periods are therefore: 
 

- 3 July 2015 to 31 March 2016 
- Year to 31 March 2017 

 
The computations show: 
 



Period ended 31 March 2016              £ 
Income from the production        100,000 
Costs of the production       (850,000) 
Theatre tax relief – additional deduction     (400,000) 
Profit/(loss) on production   (1,150,000) 
Other income - non-trade loan relationship        10,000 
 
The computation shows a trading loss of £1,150,000.  The TPC chooses to surrender part of this 
trading loss for TTC. 
 
The amount of surrenderable loss is the lesser of: 

- The amount of trading loss for the period of £1,150,000, and 
- The available qualifying expenditure of £400,000. 

 
The maximum surrenderable loss is therefore £400,000 and this is surrendered for TTC of £80,000 
(£400,000 x 20% TTC rate for non-touring productions). 
 
This leaves a loss of £750,000 which can only be carried forward.  As this is a pre-completion period, 
this loss is restricted and cannot be offset against other income.  The £10,000 interest income (the 
non-trade loan relationship income) is therefore taxable. 
 
Year ended 31 March 2017              £ 
Income from the production        100,000 
Costs of the production       (150,000) 
Theatre tax relief – additional deduction     (100,000) 
Profit/(loss) on production      (150,000) 
Other income - non-trade loan relationship        20,000 
 
The computation shows a trading loss of £150,000.  This is the completion period in respect of the 
separate theatrical trade. 
 
Of the brought forward loss of £750,000: 

- Nil is attributable to TTR, and 
- £750,000 is not attributable to TTR. 

 
As this is the completion period, the company can utilise the losses not attributable to TTR against 
other profits and carry them back to the previous period.  The company therefore utilise losses as 
follows: 
 
Set against other profits of the same accounting period  £20,000 
Carried back against profits of the previous period  £10,000 
Surrendered as group relief               nil 
        £30,000 
 
This is the maximum amount that can be relieved.  This leaves the company with nil total taxable 
profits in both periods. 
 
The company has unutilised losses brought forward of £720,000. 
 
The current year losses may be surrendered for TTC.  The maximum amount of surrenderable loss is 
the lesser of: 



- £870,000, being the £150,000 trading loss for the period plus the relevant unused loss of 
£720,000, and 

- The available qualifying expenditure of £100,000. 
 
The maximum surrenderable loss is therefore £100,000.  This produces TTC of £20,000 (£100,000 x 
20% TTC rate for non-touring productions) and leaves a trading loss for this accounting period of 
£50,000. 
 
Unless they can be surrendered for group relief or transferred or surrendered under the special 
terminal loss relief rules, the remaining £770,000 losses will be stranded. 
 
The following table shows how the losses are used in the various accounting periods: 
 
      APE 31/03/16   APE 31/03/17 
     TTR  non-TTR TTR  non-TTR 
     £  £  £  £ 
APE 31/03/16 
Pre-completion period losses    400,000 750,000 
Loss surrendered for TTC  (400,000)   
Loss carried forward              nil 750,000 
 
APE 31/03/17 
Losses brought forward     750,000 
Completion period losses        100,000 50,000 
Loss surrendered for TTC      (100,000) 
Set off against NTLR     (20,000) 
Carried back against NTLR of previous   (10,000)     
period 
Remaining losses     720,000            nil 50,000 
 
TPC30100 Theatrical Production Companies: losses: transfer of trade 
 
S940B – S953 Corporation Tax Act 2010 (CTA 2010) 
 
The rules on transfers of trades in CTA 2010 do not apply to transfers of separate theatrical trades 
between companies in common ownership. 
 
The legislation in CTA 2010 prevents the separate theatrical trade from being treated as 
permanently discontinued in the hands of the first company and a new theatrical trade starting in 
the hands of the second company.  Instead, the second company is treated as succeeding to the 
theatrical trade of the first company. 
 
The theatre tax regime permits only one company to be the Theatrical Production Company (TPC) in 
relation to a production and treats the activities of that company in relation to each production as a 
separate theatrical trade. 
 
As a result, once a separate theatrical trade has commenced it is impossible for a second company to 
succeed to the trade in relation to the theatrical production.  The rules in CTA 2010 do not apply. 
 
Where a TPC carries on a separate theatrical trade in relation to a qualifying production and that 
trade ceases, it may be able to pass any losses on to: 



- Another separate theatrical trade in relation to a qualifying production that it is carrying on 
at the time of the cessation, or 

- To another separate theatrical trade in relation to a qualifying production that another 
group company is carrying on at the time of the cessation. 

 
See TTR30050 for details. 
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TTR40010 Qualifying productions: introduction 
 
Where a company is a Theatrical Production Company (TPC) (TPC10110) for the purposes of Part 15C 
Corporation Tax Act 2009, each qualifying production is treated as a separate theatrical trade if 
Theatre Tax Relief (TTR) is claimed in respect of that production. 
 
A production is a qualifying production if it meets each of three conditions: 

- The production is a theatrical production (TTR40020), 
- The production is intended to be performed live to paying members of the general public or 

provided for educational purposes (TTR40030), and 
- At least 25% of the core expenditure (TTR50010) on the production must be European 

Economic Area (EEA) expenditure (TTR50050) 
 
TTR40020 Qualifying productions: theatrical production 
 
S1217FA & S1217FB Corporation Tax Act 2009 
A production can only be a qualifying production for Theatre Tax Relief (TTR) purposes if it is a 
theatrical production: a dramatic production or a ballet that is not specifically excluded by the 
legislation from being regarded as a theatrical production. 
 
Dramatic production 
 
A dramatic production means a production of a play, an opera, a musical or other dramatic piece 
(whether or not involving improvisation) in relation to which: 

- The actors, singers, dancers or other performers are to give their performances wholly or 
mainly by the playing of a role, 

- Each performance in the proposed run of performances is to be live, and 
- The presentation of live performances is the main object, or one of the main objects, of the 

company’s activities in relation to the performance. 
 
Live performances 
 
At the beginning of the producing phase a company must intend that all or a high proportion of the 
performances of the production will be live. 
 
A performance is ‘live’ if it is to an audience before whom the performers are actually present. 
 
Live streaming 
 
A production for live streaming may qualify if there is an audience present where the production 
takes place, provided the main object or one of the main objects of the company’s activities was to 



put on live performances in relation to the production.  However, recorded performances may not 
qualify (see Productions not regarded as theatrical below). 
 
Circus production 
 
A circus production may qualify if the above conditions are met.  For example a circus production 
which is scripted and is a dramatic production and the performers play a role may qualify as opposed 
to something like a high-wire trapeze performance, which is generally regarded as an indoor sport or 
a display of athleticism, skill or strength. Please contact the Manchester Creative Industry Unit if you 
have further queries. 
 
Ballet 
 
A ballet is a theatrical production whether or not it is also a dramatic production. 
 
Contemporary ballet 
 
Contemporary ballet productions where there may not necessarily be a dramatic narrative but the 
production incorporates elements of classical ballet and classical ballet techniques may qualify. 
 
Other dance 
 
All other types of dance, displays of dances, dance competitions, etc will not qualify for relief unless 
they are dramatic productions or an incidental part of a dramatic production (see Dramatic 
production above) 
 
Productions not regarded as theatrical 
 
A dramatic production or ballet is not regarded as a theatrical production if: 

- The main purpose, or one of the main purposes, for which it is made is to advertise or 
promote any goods or services 

- The performances are to consist of or include a competition or contest 
- A wild animal is to be used in any performance 
- The production is of a sexual nature, or 
- The making of a relevant recording is the main object, or one of the main objects, of the 

company’s activities in relation to the production. 
 
Wild animals 
 
A wild animal is an animal of a kind which is not commonly domesticated in the British Islands (and 
in this definition ‘animal’ has the meaning given by section 1(1) of the Animal Welfare Act 2006). 
 
An animal is used in a performance if the animal performs, or is shown, in the course of the 
performance. 
 
Productions of a sexual nature 
 
A production is of a sexual nature if the performances are to include any content the nature of which 
is such that, ignoring financial gain, it would be reasonable to assume the content to be included 
solely or principally for the purposes of sexually stimulating any member of the audience (whether 
by verbal or other means). 



 
Examples of performances which would be excluded from TTR would be (but not limited to): lap 
dancing, pole dancing, table dancing, strip shows, peep shows and live sex shows.  It is also probable 
that these performances might not constitute the playing of a role and so be excluded from TTR 
under that rule. 
 
Relevant recordings 
 
Performances recorded as a film (or part of a film) for exhibition to the paying general public at the 
commercial cinema or for broadcast to the general public by any means (including television, radio 
or the internet) are not within the scope of TTR.  Films and television productions may instead 
qualify for Film Tax Relief or Television Tax Relief (see the Film Production Company Manual or the 
Television Production Company Manual for more information about those reliefs). 
 
TTR40030 Qualifying productions: live performance to paying members of the general public 

or provided for educational purposes (commercial purpose condition) 
 
S1217GA Corporation Tax Act 2009 
 
A theatrical production can only be a qualifying production for Theatre Tax Relief (TTR) purposes if, 
at the beginning of its production phase, the Theatrical Production Company (TPC) intends that all, 
or a high proportion of, the live performances that it proposes to run will be: 

- To paying members of the general public, or 
- Provided for educational purposes. 

 
If a production is not originally intended for performance to paying members of the general public or 
to be provided for educational purposes then a TPC cannot meet this condition by changing its 
intention later. 
 
However, if a new version of the production is developed with the intention of performing it to 
paying members of the general public or providing it for educational purposes then the new 
production may qualify for TTR.  The costs associated with the precursor production not intended for 
performance to paying members of the general public or for educational purposes will not qualify 
for relief.   
 
Intention 
 
The legislation does not specify whose ‘intention’ this should be.  But at any time there will normally 
be someone entitled to determine how the production is to be exploited.  This would generally be 
the person who commissioned it.  For example, the trustees of the commissioning charity or 
directors of the commissioning company.   
 
If there is any doubt about the intention, the following factors would count in favour of the 
production being intended for live performance to paying members of the general public or for 
educational purposes: 

- A finance plan written on the basis that the production will be performed to paying 
members of the general public or provided for educational purposes, 

- Payment to actors and other participants on terms in line with those prevailing for similar 
productions, and 



- The relevant person can demonstrate that, when the production phase began, there was an 
intention to seek an appropriate theatre accessible to the general public or educational 
venue. 

 
For the meaning of ‘live performances’ see TTR40020. 
 
High proportion 
 
Where it is not proposed that all of the live performances will be to paying members of the public or 
provided for educational purposes the commercial purpose condition will still normally be satisfied if 
75% or more of the proposed live performances are so intended. 
 
Paying members of the general public 
 
This means that there must be a commercial imperative, at the outset, to run live performances 
before a paying audience, consisting of the general public.  There will be a paying audience if the 
vast majority of the tickets for each of the live performances are reasonably made available for 
purchase by the general public.  Events held in private will not be eligible for the relief unless those 
attending the performance are charged for the entertainment (and with a view to making a profit).  
This rule is intended to prevent companies who organise a private show from making a claim, where 
they might otherwise fit the criteria. However, see ‘Provided for educational purposes’ below. 
 
Provided for educational purposes 
 
Where a production is provided solely for educational purposes it does not have to be performed 
live before the paying general public.  This allows, for example, a charitable TPC whose main 
charitable aim is educational, to perform live to, say, schools to qualify for the relief. 
 
‘Educational purposes’ is not specifically defined in the legislation.  However, the company must be 
able to demonstrate that its activities are wholly or mainly for educational purposes.  For example, it 
is not sufficient for a company to claim a performance is for educational purposes merely because it 
has the term ‘education’ in its articles. 
 
A performance is not regarded as provided for educational purposes if the company is, or is 
associated with, a person who has responsibility for the audience or is otherwise connected with the 
audience (for example by being their employer). 
 
A production company is associated with a person (P), if  

 P controls the production company, or 

 P is a company which is controlled by the production company or by a person who also 
controls the production company. 

 
Control has the same meaning as in Part 10 of Corporation Tax Act 2010.  
 
TTR40040 Qualifying productions: minimum EEA expenditure 
 
S1217GB Corporation Tax Act 2009 
 
To be a qualifying production for Theatre Tax Relief (TTR) purposes at least 25% of the core 
expenditure (TPC50010) on the theatrical production incurred by the Theatrical Production Company 
(TPC) must be European Economic Area (EEA) expenditure. 



 
Pre-completion periods 
 
Whether a theatrical production meets the 25% EEA expenditure condition cannot be determined 
until after the end of the completion period (the accounting period in which the company ceases to 
carry on the separate theatrical trade in respect of the production). 
 
But tax returns for any earlier periods (pre-completion periods) can include claims to TTR based on 
an expectation that the condition will be met if they include a statement of planned core 
expenditure that is EEA expenditure and this indicates that on completion of the theatrical 
production the EEA expenditure condition will be met. 
 
Claims for pre-completion periods will be revisited, and TTR claims appropriately revised if it turns 
out the final amount of core expenditure that is EEA expenditure is less than 25% but claims have 
been made as if the condition would be met. 
 
Final statement of the core expenditure on the theatrical production that is EEA expenditure 
 
The tax return for the final accounting period must: 

- Indicate that the theatrical production has been completed or abandoned, and 
- Include a final statement of the core expenditure on the theatrical production that is EEA 

expenditure. 
 
The final statement should include all core expenditure on the production by the TPC.  It should take 
account, as far as it is possible to estimate such amounts with reasonable certainty, of the amount of 
any deferred payments of core expenditure that is EEA expenditure that can be expected to be paid 
out in the future. 
 
TTR40050 Qualifying productions: State aid and the EU 
 
S1217KC Corporation Tax Act 2009 (CTA 2009) 
 
Limit on State aid 
 
The theatre tax relief (TTR) is a State aid.  A State aid is defined in Article 107(1) Treaty on the 
Functioning of the European Union as ‘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, in so far as it affects trade between 
Member States, be incompatible with the internal market.’ 
 
The Department for Business Innovation & Skills (BIS) provides further guidance on State aids at 
www.gov.uk/state-aid. 
 
Any Theatrical Production Company (TPC) must adhere to the rules in the General Block Exemption 
(GBER) (Commission Regulation (EU) No 651/2014 of 17 June 2014) which came into force as of 1 
July 2014.  For State aid purposes the total amount of any theatre tax credits for each undertaking 
must not exceed 50 million euros per year.  ‘Undertaking’ must be interpreted within the context of 
the GBER in force. 
 
State aid intensity and cumulation 
 



Each TPC must ensure that it does not exceed the proscribed State aid intensity levels set out in the 
GBER in force. ‘Intensity’ means the total amount of aid received for the theatrical production.  
Breaching the limit may mean that any State aid given in excess of the permissible amount will have 
to be returned to the organisation or Department making the aid.  
A TPC must also consider whether it has received other forms of aid from other sources as these 
must be ‘cumulated’ to arrive at the intensity figure. 
 
Cumulation means that you get State aid from more than one source going to the same project, or in 
this relief, the theatrical production.  Normally, you cannot have more than one aid payment for the 
same action.  
 
For example if you have a notified state aid tax break which you use to increase investment in a new 
theatrical production, you could not normally then claim a grant from another Government 
Department for work on the same production.  
 
Other forms of State aid may include: grants, direct payments, tax reliefs, any aid by a state or 
through its own resources and tax exemptions.  This list is not exhaustive and companies should 
determine whether any payments, grants etc they receive are State aids which may need to be taken 
into account when determining whether they have reached an intensity level. 
 
However a TPC can cumulate aid in two circumstances – under the GBER and de minimis aid. 
 
Different GBER aids with identifiable eligible costs may be cumulated with: 

- Any other State aid, as long as those measures concern different identifiable eligible costs, 
- Any other State aid, in relation to the same eligible costs, partly or fully overlapping, only if 

such cumulation does not result in exceeding the highest aid intensity or aid amount 
applicable to this aid under GBER.  

 
At the point at which the GBER aid intensity thresholds are broken, the measure that breaks the 
threshold must be notified and repaid to the organisation or Government Department granting the 
aid. 
 
GBER Rules on cumulation are at Article 8. 
 
Documentation relating to grants, etc. should normally state whether or not the aid is a State Aid. 
However, where there is any doubt the TPCs should seek professional advice or contact BIS to 
determine whether they are in receipt of other State aids or have gone above the permitted State 
aid intensity. 
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TTR50005 Eligible expenditure: introduction 
 
A Theatrical Production Company (TPC) that qualifies for Theatre Tax Relief (TTR) in respect of a 
theatrical production is entitled to claim an additional deduction in computing the profit or loss 
arising from the separate theatrical trade for the production. 
 
The additional deduction is based on the amount of core expenditure that is EEA expenditure. 
 
The computation itself is described at TPC55000. The first step is determining: 

- The amount of core expenditure, and 
- The extent to which that core expenditure relates to goods or services that are provided 

from within the European Economic Area (EEA) (TPC50050). 
 
TTR50010 Eligible expenditure: core expenditure 
 
S1217GC Corporation Tax Act 2009 
 
Expenditure of a separate theatrical trade is that incurred by the Theatrical Production Company 
(TPC) on developing, producing, running and closing the production (including any pre-trading 
expenditure on these activities) and on exploiting the production. 
 
Theatre Tax Relief (TTR) is only available on core expenditure that is EEA expenditure. 
 
Core expenditure is expenditure that is incurred on: 

- Producing the production, 
- Exceptional running costs, and 
- Closing the production. 

 
Exceptional running costs may include expenditure incurred by the TPC on or after the date of the 
first live performance of the production to the paying general public or provided for educational 
purposes in connection with, for instance, a substantial recasting or a substantial redesign of the set. 
 
Core expenditure does not include costs relating to: 

- Developing the production, 
- Non-producing activities, 
- Ordinary running activities, and 



- Exploiting the production. 
 
Non-producing activities include, for instance, financing, marketing, legal services and storage. 
 
See TTR50050+ for information about what expenditure constitutes EEA expenditure. 
 
TTR50020 Eligible expenditure: attributing costs across the phases of production 
 
The rules for Theatre Tax Relief (TTR) describe the phases of production that are typical for a generic 
theatrical production. 
 
Phases of production do not always take place in a strict sequential manner.  Some items of 
expenditure may be attributable in varying degrees to several phases. 
 
For example: 

- The script will normally be written during development and is required throughout the 
phases of production.  It may be reworked throughout the production, but it will be required 
from development through to production, 

- A production designer might be engaged to assist with both developing and producing the 
production, 

- An actor will typically be involved in rehearsals during the production phase as well as live 
performances during the running phase of the production. 

 
It would be reasonable to consider that all these examples contribute to more than one phase of 
theatrical production. 
 
It is important to first identify which phase or phases of production a given item of expenditure 
contributes to.  It is then necessary to determine how much of the expenditure is attributable to 
each phase identified. 
 
This two-step process is important when determining what expenditure is attributable to 
development or ordinary running activities.  Expenditure on development and ordinary running 
activities is not core expenditure and so does not qualify for TTR. 
 
It is therefore important to identify and quantify expenditure that contributes to developing and 
running the production. 
 
The attribution of costs between the phases of production must be done on a just and reasonable 
basis. 
 
TTR50030 Eligible expenditure: distinguishing ‘development’ and ‘running’ from other phases  

of production 
 
Theatre Tax Relief (TTR) for theatrical productions is available on expenditure incurred in relation to 
specific phases of the production: the production and closing phases.  It is therefore important to 
identify and quantify expenditure contributing to these phases. 
 
The production process may vary significantly between different theatrical productions and 
particularly where different theatrical production techniques are involved.  However, in most cases it 
should be straightforward to distinguish between activities that constitute development or running 
of a production from activities that constitute production or closing of a production. 



 
The development phase is essentially a speculative phase.  It is during this phase that activities are 
undertaken with the aim of determining whether or not the production is a commercially feasible 
project which might proceed to the later phases of production. 
 
Expenditure purely on development activities is not core expenditure and does not qualify for TTR. 
 
The production phase, in contrast, is not speculative. The activities undertaken during this phase of 
production are carried out in the knowledge that a decision has been made that the production will 
go ahead.  Such activities can, however, be undertaken even where some development activities are 
still taking place. 
 
Activities carried out in the knowledge that the project may possibly not proceed are not necessarily 
development activities.  For example, script development can be an essential part of a theatrical 
production project being green-lit but also a necessary part of producing a production. 
 
The production phase involves all the activities necessary to turn the developed idea for a 
production into an actual theatrical production that is ready to be performed live to a paying general 
public or provided for educational purposes.  Such activities may include, among many other things, 
production team meetings, casting, script-readings, rehearsals, costume design and set construction.  
For TTR purposes therefore the production phase is broadly defined and includes activities often 
referred to as pre-production. 
 
The production phase normally starts when a production is ‘green-lit’ and ends when the curtain 
goes up for the first live performance to the paying general public or performance for educational 
purposes. 
 
Expenditure incurred on production activities is core expenditure that qualifies for TTR and can 
potentially be incurred whilst development activities are still ongoing. 
 
The running phase covers the period from when the curtain goes up for the first live performance to 
the paying general public or provided for educational purposes to the conclusion of the last such live 
performance. 
 
Expenditure incurred on ordinary running costs is not core expenditure and does not qualify for TTR.  
However, in certain circumstances, exceptional running costs may be treated as production 
expenditure (TTR10130) which is core expenditure and does qualify for TTR. 
 
The closing phase is the final phase of production during which sets are struck, put into storage, sold 
or broken up. 
 
Expenditure on closing a production is core expenditure and qualifies for TTR. 
 
For more information about the phases of production see TTR10130. 
 
Expenditure attributable partly to development and partly to production 
 
Some costs relate both to the development phase of a theatrical production and to other phases of 
production.  Examples of such costs would be those incurred on the script and the producer’s fee. 
 



In each case it is necessary to establish to what extent the expenditure is incurred on establishing 
whether a production can be made and how far it is incurred on actually making the production. 
The correct apportionment will vary according to circumstances. There is no definitive 
apportionment method and any just and reasonable method may be used.  A Theatrical Production 
Company (TPC) may rely on an estimate used in the production of previous theatre productions, but 
this will only be appropriate where the facts are similar. 
 
Examples 
 
A producer works substantially full time on a theatrical production for a year.  For the first three 
months, the producer leads the development of a production that is subsequently given the go 
ahead, for the next six months the producer is heavily involved in the production activities and for 
the remaining three months oversees the running phase. 
 
In this case, it would be just and reasonable to allocate one half of the producer’s fees, for that 
period, to production.  That is, 50% of the producer’s annual fee would be treated as core 
expenditure.  Dependent on whether some of the development activities undertaken by the 
producer were ultimately directly related to producing the production, it may in fact be just and 
reasonable to treat more than 50% of the fee as core expenditure. 
  
A script could likewise be used during the development phase of a theatrical production as well as 
the later phases of production.  If the original script was more or less unchanged through this 
process then it may be reasonable to allocate its costs according to how it is used through the 
various phases of production.  This could be evidenced by the extent to which reference is made to it 
throughout these phases. 
 
It may be the case that the script writer is paid an initial fee for a first draft of the script for 
development purposes followed by further fee payments as production proceeds and refinements 
are made.  In these circumstances, it may be reasonable to allocate costs according to the timing of 
payments and the use to which the various versions are put. 
 
If a single rough draft of the script is required for the development stage, the initial fee related to 
this would be development expenditure and not included in core expenditure.  Provided that all 
subsequent payments for script writing follow the decision to proceed with the theatrical 
production, then these may be treated as expenditure on producing the production and therefore as 
core expenditure. 
 
TTR50040 Eligible expenditure: payment for intellectual property rights 
 
Theatre Tax Relief (TTR) for theatrical productions is available on production and closing expenditure 
but not development and ordinary running expenditure.  It is therefore important to identify and 
quantify development and ordinary running expenditure. 
 
Book rights 
 
Expenditure on the rights to use a story or book as the basis of a theatrical production that 
progresses beyond the development phase is production expenditure and therefore core 
expenditure. 
 
Expenditure on wider rights, such as the rights allowing the commercial exploitation of characters, 
story or other intellectual property, is not always production expenditure.  Some of these rights may 



be required to produce the theatrical production, and so qualify as core expenditure.  Where these 
are not necessary to production of the theatrical production the costs associated with these rights 
will not be core expenditure. 
 
Methods of producing theatrical productions vary extensively, so each case must be considered 
carefully.  However, in general, a payment to secure an option over the right to use a book or story is 
speculative and not core expenditure whereas the cost of exercising such an option or of purchasing 
the actual rights needed to produce the theatrical production is not speculative and will be core 
expenditure if the production progresses beyond the development phase. 
 
Example 1 
 
An independent producer likes a book and thinks that a theatrical production might be made out of 
it. 
 
She does some preliminary work, including setting up a Special Purpose Vehicle (SPV) and seeking 
initial opinions from colleagues and financiers.  An SPV, in this instance, is a company through which 
any costs associated with the theatrical production will be incurred.  If the SPV is not a company 
then it will not be eligible for TTR. 
 
All seems favorable, so the company pays for an option over the production rights. This is purely to 
protect their position and is speculative. 
 
Further development work follows, which includes commissioning a scriptwriter to write a script. 
Finance is found and actors put under contract (i.e. ‘green lighting’). At this stage the SPV exercises 
the option so that it can produce the theatre production. 
 
The SPV’s payment for the rights is core expenditure. The payment for the option is not core 
expenditure. 
 
It is not yet possible to say to what extent the payment for the script is core expenditure or not.  If 
the script is heavily rewritten then the payment for the first draft might be considered to be purely 
development expenditure.  However, if the script were to remain largely unchanged, then a just and 
reasonable proportion of the cost would be core expenditure. 
 
Example 2 
 
A producer buys outright the intellectual property in a series of popular children’s adventure stories 
and sets to work making several theatrical productions based on them.  It does this by engaging 
different SPV companies to produce theatrical productions each based on a separate book. 
 
Included within the costs borne by each SPV is a recharge to the producer of the book rights relating 
to the theatrical production it has been commissioned to produce.  The producer retains all other 
intellectual property rights that are not necessary for production. 
 
Each SPV will treat the payment to the producer for book rights as core expenditure provided it 
actually carries out production activities in relation to the theatrical production it has been 
commissioned to produce. 
 
Musical, literary and stock film rights 
 



The considerations for rights connected to music, songs, literary works and stock footage are similar. 
Where these are incorporated into the theatrical production the expenditure incurred on them will 
be core expenditure. 
 
TTR50050 Eligible expenditure: European Economic Area (EEA) expenditure 
 
S1217GB and S1217GC Corporation Tax Act 2009 
 
The amount of Theatre Tax Relief (TTR) to which a Theatrical Production Company (TPC) is entitled in 
respect of a theatrical production is determined by the amount of core expenditure (TTR50010).  At 
least 25% of this expenditure must be incurred in respect of qualifying goods and services that are 
provided from within the European Economic Area (EEA). 
 
The EEA includes European Union (EU) countries and also Iceland, Liechtenstein and Norway. 
 
The EU countries are: Austria, Belgium, Bulgaria, Croatia, Republic of Cyprus, Czech Republic, 
Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, 
Luxembourg, Malta, Netherlands, Poland, Portugal, Romania, Slovakia, Slovenia, Spain, Sweden and 
the UK. 
 
Switzerland is neither an EU or EEA member. 
 
In order to determine whether core expenditure is EEA expenditure it is necessary to establish if: 

- The goods are supplied from within the EEA, or 
- Any services are carried out within the EEA. 

 
These issues are explored further at: 
 
TTR50060 EEA expenditure: services 
TTR50070 EEA expenditure: goods 
TTR50110 Apportionments: just and reasonable 
 
TTR50060 Eligible expenditure: EEA expenditure: services 
 
S1217GB and S1217GC Corporation Tax Act 2009 
 
The amount of Theatre Tax Relief (TTR) to which a Theatrical Production Company (TPC) is entitled in 
respect of a separate theatrical trade is determined by the amount of core expenditure (TTR50010) 
that is EEA expenditure. 
 
The services provided by third parties may take place in several locations at once.  Furthermore, 
specific elements of theatrical productions may be outsourced. 
 
Services are provided from within the EEA if they are carried out within the EEA. 
 
Example 1 
 
An actor is asked to take part in rehearsals in the EEA. 
 
The nature of the actor’s service is the provision of a specialist performance required for a specific 
scene as part of the production phase for the theatrical production. 



 
Rehearsing is a production activity and so the costs directly associated with it are items of core 
expenditure. 
 
Because the performance takes place in the EEA, the actor’s service is provided from within the EEA.  
The actor’s fee is therefore both core expenditure EEA expenditure. 
 
Example 2  
 
 
Having decided to proceed with the making of a theatrical production, a TPC engages a script writer 
to re-draft the script used during the development phase. 
 
The nature of the service provided is the provision of a revised script. 
 
Revising the script after a decision has been made to go ahead with a theatrical production is a 
production activity and so the costs directly associated with it are items of core expenditure. 
 
Because the script is written outside of the EEA, the script writer’s service is provided from outside 
the EEA.  The script writer’s fee is therefore core expenditure but not EEA expenditure. 
 
See TTR50110 for information about the apportionment of expenditure related to services provided 
both within and without the EEA. 
 
TTR50070 Eligible expenditure: EEA expenditure: goods 
 
S1217GB and S1217GC Corporation Tax Act 2009 
 
The amount of Theatre Tax Relief (TTR) to which a Theatrical Production Company (TPC) is entitled in 
respect of a separate theatrical trade is determined by the amount of core expenditure (TTR50010) 
that is EEA expenditure. 
 
Goods are provided from within the EEA if they are supplied within the EEA. 
 
The location at which the goods are used in producing or closing the production is irrelevant for 
determining whether or not the expenditure on them is EEA expenditure. 
 
Example 1 
 
Set building equipment and materials are purchased by a TPC from a supplier within the EEA.  The 
expenditure incurred on the equipment and materials is EEA expenditure for TTR purposes 
irrespective of where in the world the TPC constructs the set and/or the live performances of the 
production take place. 
 
Example 2 
 
A TPC purchases some material for costumes from a Chinese company specifically for a theatrical 
production in the UK.  The expenditure incurred on the material is not EEA expenditure, despite the 
fact that it will be used within the EEA, because the material has been supplied from outside the 
EEA. 
 



TTR50110 Eligible expenditure: apportionments: just and reasonable 
 
S1217GB and S1217GC Corporation Tax Act 2009 
 
The amount of Theatre Tax Relief (TTR) to which a Theatrical Production Company (TPC) is entitled in 
respect of a separate theatrical trade is determined by the amount of core expenditure (TTR50010) 
that is EEA expenditure. 
 
It is therefore necessary to determine: 

- The amount of core expenditure, and 
- The extent to which that core expenditure relates to goods or services that are provided 

from within the European Economic Area (EEA) (TPC50050). 
 
Determining the amount of core expenditure 
 
Where expenditure relates solely to producing the production or closing the production it will all be 
core expenditure. 
 
Where expenditure does not relate to producing the production or closing the production none of it 
will be core expenditure. 
 
However, where expenditure relates partly to producing the production and/or closing the 
production and partly to other activities it will be necessary to apportion the expenditure between 
core expenditure and non-core expenditure. 
 
The method for making an apportionment is not fixed and can be determined on a case by case 
basis.  The key criterion is that the apportionment must be done on a just and reasonable basis. 
 
Determining the extent to which core expenditure is EEA expenditure 
 
Once the amount of core expenditure has been determined it is then necessary to determine the 
extent to which that expenditure relates to goods or services that are provided from within the EEA. 
 
Goods are provided from within the EEA if they are supplied from within the EEA.  It should normally 
be straightforward to determine whether core expenditure on goods is EEA expenditure or not.   
 
Core expenditure relating to specific goods will be either all EEA expenditure or all non-EEA 
expenditure dependent upon whether or not they are supplied from within or without the EEA. 
 
Where a production is partly produced in the EEA and partly outside the EEA it follows that some 
services will be provided in more than one territory.  In such cases, it may be necessary to make an 
apportionment of the relevant core expenditure between EEA and non-EEA expenditure. 
 
Apportionment of core expenditure between EEA and non-EEA expenditure applies only to services 
provided in relation to the production and closing phases of the theatrical production.  It is not 
necessary to apportion non-core expenditure or expenditure relating to specific goods between EEA 
expenditure and non-EEA expenditure. 
 
The method for making an apportionment is not fixed and can be determined on a case by case 
basis.  The key criterion is that the apportionment must be done on a just and reasonable basis. 
 



More than one just and reasonable basis 
 
There will often be more than one just and reasonable basis.  The requirement is not that the 
apportionment must be made using the fairest and most reasonable basis, but simply that it must be 
made on a basis that is just and reasonable. 
 
It is, however, expected that a chosen methodology will be used consistently. 
 
Use of allocation keys 
 
It may be that expenditure cannot be easily apportioned or that considerable effort is required to do 
so.  Where this is the case, it may be just and reasonable to base the apportionment on other 
expenditure that is considered to be related.  This should provide a just and reasonable 
approximation. 
 
Impact of the result 
 
What is a just and reasonable method of apportionment in any particular case should have regard to 
the likely impact of the result. 
 
Where the method used involves larger costs, or is used as an allocation key for a larger cost, more 
consideration is required as to what is just and reasonable. 
 
Example 
 
Two principal actors, Mr A and Ms B, are paid fees of £100k and £50k, respectively, for performing in 
a theatrical production.  The play is produced partly outside of the EEA and partly in the EEA. 
 
The actors commit to rehearsing for two weeks outside the EEA and two weeks in the EEA prior to 
performing live during a four week run.  Both actors commit to making themselves available 
throughout these periods.  However, they are not required for the full length of time. 
 
      Mr A   Ms B 
Days available for rehearsals outside the EEA 14   14 
Days available for rehearsals in the EEA  14   14 
Days available for live performances  28   28 
Total days available    56   56 
 
Actual rehearsal days outside the EEA  10   3 
Actual rehearsal days in the EEA   5   9 
Actual live performance days   28   28 
Total days actually rehearsing/performing 43   40 
 
From this information, it is possible to apportion using two different just and reasonable methods.  
Each method may be used. 
 
Step 1: determining the amount of core expenditure 
 
It is first necessary to determine the amount of core expenditure.  That is, the proportion of the 
actor’s fees that relate to producing the production rather than to running the production. 
 



It would be reasonable to apportion the actor’s fees between core and non-core expenditure based 
on the time that each has made themselves available.  That is, 50% for rehearsals (production) and 
50% for live performances (running). 
 
The total fees apportioned to core expenditure would be £75k ((£100k + £50k) x 50%). 
 
It would also be reasonable to apportion the actor’s fees between core and non-core expenditure 
based on the days that each spent actually rehearsing and performing live.  In that case, the 
proportions of Mr A and Ms B’s fees attributed to core expenditure would be 35% (15/43 x 100) and 
30% (12/40 x 100), respectively. 
 
The total fees apportioned to core expenditure would be £50k ((£100k x 35%) + (£50k x 30%)). 
 
Summary 
 
Method of apportionment Availability   Actual    
Actor    Mr A  Ms B  Mr A  Ms B 
Actors fee   £100k  £50k  £100k  £50k 
Core proportion  50% (28/56) 50% (28/56) 35% (15/43) 30% (12/40) 
Core expenditure  £50k  £25k  £35k  £15k       
Total core expenditure    £75k    £50k 
 
Step 2: EEA expenditure 
 
Having determined the amount of core expenditure it is then necessary to determine the extent to 
which that expenditure relates to goods or services that are provided from within the EEA. 
 
Again, it is possible to apportion using two different just and reasonable methods.  However, a 
chosen method should be used consistently where possible.  It would not be just to ‘cherry pick’ and 
apportion Mr A’s fees by reference to his availability and Ms B’s fees by reference to days spent 
actually rehearsing and performing live. 
 
Based on availability, the proportion of the core expenditure on the actor’s fees attributed to EEA 
expenditure would be 50% (14/28 x 100). 
 
Of the £75k core expenditure on the actor’s fees, £37.5k (£75k x 50%) would be EEA expenditure. 
 
Based on days spent actually rehearsing and performing live, the proportions of the core 
expenditure on Mr A and Ms B’s fees attributed to EEA expenditure would be 33% (5/15 x 100) and 
75% (9/12 x 100), respectively. 
 
Of the £50k core expenditure on the actor’s fees, £22,800 ((£35k x 33%) + (£15k x 75%)) would be 
EEA expenditure. 
 
Summary 
    
Total core expenditure    £75k    £50k 
EEA proportion   50% (14/28) 50% (14/28) 33% (5/15) 75% (9/12) 
EEA expenditure  £25k  £12.5k  £11,550 £11,250 
Total EEA expenditure    £37.5k    £22,800  
 



TTR50115 Eligible expenditure: leading actors 
 
S1217GB and S1217GC Corporation Tax Act 2009 
 
The amount of Theatre Tax Relief (TTR) to which a Theatrical Production Company (TPC) is entitled in 
respect of a separate theatrical trade is determined by the amount of core expenditure (TTR50010) 
that is EEA expenditure. 
 
This can present particular issues in relation to payments for services rendered by principal actors or 
other key personnel.  In some cases this will primarily relate to their time provided.  But in some 
cases it might be that the costs could be considered to relate to the promotion of the production. 
This issue occurs more obviously with film, but where there is significant merchandise and other 
commercial exploits attached to the production, this may easily occur. 
 
The facts of each case should be considered carefully, but any apportionment must be made on a 
fair and reasonable basis. 
 
Actors paid mainly by reference to time 
 
Where payments to actors or other artists are determined mainly by reference to the time spent or 
committed to the production, it will be reasonable for costs to be apportioned on a time basis. 
 
Costs may need to be apportioned across rehearsals, principal photography and post-production, 
depending on where these activities take place. In that case, it would be fair and reasonable to 
apportion on the basis of time spent or committed. 
 
Leading actors whose payment is largely independent of time 
 
Where the amount paid to a famous actor is largely independent of the time spent or committed to 
working on the production, it is reasonable to regard the actor as primarily being paid for their 
acting performance. 
 
Some of this fee will be in respect of production rehearsals and this amount will need to be 
apportioned on a just and reasonable basis.  They may also devote time to promotion and publicity 
for the production and they may be contractually obliged to do so. 
 
Where large fees are paid that seem disproportionate, it may be reasonable to conclude that some 
element of the fee is paid for promotional purposes where the actor is contractually required to 
spend significant time on promotion and publicity for the production. 
 
This might be where their contribution is mainly one of ‘celebrity’ or ‘association’ and is used for 
commercial exploitation. 
 
Where an actor’s fees include payments for travel and subsistence or any other personal costs 
incurred during promotion of the production, the additional payment cannot reasonably be included 
as core expenditure.  It relates primarily to promotion of the production. 
 
If it is in a TPC’s interest to allocate part of the overall fee paid to a principal actor to activities other 
than those involved in producing or running a theatrical production, HMRC would expect the TPC to 
undertake the necessary work to establish and agree with HMRC an alternative allocation. 
 



Interaction with Foreign Entertainers Unit (FEU) 
 
The FEU have responsibility for agreeing the taxation of foreign actors appearing in UK productions. 
 
In agreeing the tax position, FEU may allow deductions from their fees for expenses which the actor 
has incurred. 
 
Deductions allowed have no effect on the amount the TPC can claim as core expenditure. This will 
remain the gross fee subject to any restrictions for non-EEA expenditure and non-core expenditure. 
 
TTR50120 Eligible expenditure: non-core expenditure 
 
S1217GC Corporation Tax Act 2009 
 
Theatre Tax Relief (TTR) in respect of a separate theatrical trade by a Theatrical Production Company 
(TPC) is only available on elements of core expenditure (TTR50010). 
 
Not all expenditure is core expenditure.  Some elements of expenditure will not be core expenditure 
because they relate to the development, ordinary running or exploitation of the theatrical 
production or other non-production activities. 
 
For example, the extent to which a script is used as part of the process of establishing the 
commercial viability of the production is development activity and the proportion of the script costs 
allocated to that activity will not be core expenditure and therefore will not qualify for TTR. 
 
Expenditure on advertising a theatrical production is not production or closing expenditure and is 
therefore not core expenditure and will not qualify for TTR.  This would include the costs of 
producing promotional material for productions. 
 
Expenditure incurred on developing, running and exploiting a theatrical production as well as any 
expenditure of the separate theatrical trade on activities not directly involved in producing the 
production, for instance finance, legal or storage costs, will still be included in the taxable profits and 
losses of the production.  It is simply not eligible for TTR. 
 
TTR50130 Eligible expenditure: ineligible expenditure: examples 
 
S1217GC Corporation Tax Act 2009 
 
Theatre Tax Relief (TTR) in respect of a separate theatrical trade by a Theatrical Production Company 
(TPC) is only available on elements of core expenditure (TTR50010). 
 
Completion bond and other forms of insurance 
 
Completion bonds are a form of insurance against the risk that a production may not be completed. 
Costs of the completion bond do not qualify for TTR.  They are not incurred on theatre production 
activities. 
 
Expenditure on other forms of insurance, more directly concerned with the theatre production 
activity itself, may qualify.  These will be insurance costs that are allowable core expenditure and 
also EEA expenditure.  So insurance expenditure related to individuals or equipment during the 



production or closing phases of a theatrical production will be eligible expenditure provided it is also 
EEA expenditure. 
 
Development costs 
 
See TTR50120 - these costs are not items of core expenditure. 
 
Running costs 
 
The ordinary running costs incurred on or after the first performance of the production to the paying 
general public or for education purposes are not core expenditure. 
 
Entertaining 
 
Costs related to hospitality and entertainment are disallowable under normal rules. 
 
Publicity and promotion 
 
Publicity and promotional costs do not qualify for TTR.  They are not concerned with the making of 
the production. 
 
Audit and accountancy fees 
 
Audit fees do not relate to theatrical production activities. They do not qualify for TTR. 
 
Accountancy fees may qualify for TTR if the accounting activities directly relate to producing the 
production. 
 
Storage costs 
 
Cost of storing costumes or sets etc. do not directly relate to theatrical production activities.  They 
do not qualify for TTR. 
 
Bank interest and charges 
 
While interest itself is regarded as part of the costs of financing a production, and therefore not 
incurred on theatrical production activities, charges incurred by banks for facilities that are needed 
by the TPC to engage in theatrical production activities are part of the costs of production. This 
includes charges associated with the maintenance of a current account from which suppliers, cast 
and crew can be paid. 



TTR55000 Calculation: contents 
 
TTR55010 Introduction 
TTR55020 Maximum amount of core expenditure subject to claim 
TTR55030 Rates of relief 
TTR55031 Touring productions 
TTR55040 Additional deduction – single-period production 
TTR55050 Additional deduction – multi-period production 
TTR55100 Surrenderable losses and Theatre Tax Credit 
TTR55110 Surrenderable losses and Theatre Tax Credit – example – single-period production 
TTR55120 Surrenderable losses and Theatre Tax Credit – example – multi-period production 
 
TTR55010 Calculation: introduction 
 
Theatre Tax Relief (TTR) is only available to Theatrical Production Companies (TPCs) that make 
qualifying productions. 
 
Qualifying productions 
 
A company meeting the definition of a TPC (TTR10110) is entitled to claim TTR on EEA core 
expenditure (TTR50010) on a production provided: 
 

- The production is intended to be performed live before paying members of the general 
public, or provided for educational purposes (TTR40020), 

- The production is a theatrical production that is not an excluded production (reference), and 
- Not less than 25% of the total core expenditure is EEA expenditure (TTR40040). 

 
Benefits of TTR: additional deduction and theatre tax credit 
 
A TPC entitled to TTR can claim an additional deduction in computing its taxable profits relating to a 
separate theatrical trade.  See TTR55020 and TTR55030 for details of how the amount of the 
additional deduction is calculated. 
 
The additional deduction can: 

- Reduce the taxable profits of the separate theatrical trade (so that the company pays less 
tax), or 

- Create or increase a tax loss, which the company can surrender in return for a payable 
Theatre Tax Credit (TTC) (TTR55100). 

 
TTR only available to companies 
 
TTR is not available to individuals, either alone or within partnerships, or to investors, financial 
institutions and those whose involvement in theatrical production is confined to providing or 
arranging finance. 
 
The purpose of targeting the relief exclusively at TPCs is to ensure that Government support is 
delivered directly to theatrical production and is not used as a means of avoiding tax.  It also ensures 
that such support is delivered to production activity in its entirety rather than to separate theatrical 
production activities. 
 
 



Core expenditure before 1 September 2014 
 
TTR was introduced from 1 September 2014.  Strictly, only expenditure incurred after this date is 
eligible for an additional deduction. 
 
However, as a concession for the transitional period, HMRC will allow expenditure incurred before 
the commencement date to be included in the calculation of the additional deduction if the goods or 
services for which that expenditure was incurred were not used or provided before 1 September 
2014.  For instance, expenditure incurred in August 20104 towards the construction of a set that was 
not used until December 2014 would be deemed to be eligible expenditure for TTR purposes. If you 
have queries relating to this, please refer, in the first instance to the Creative Industry Unit in 
Manchester 
 
TTR55020 Calculation: maximum amount of core expenditure subject to claim 
 
S1217J Corporation Tax Act 2009 
 
The amount of Theatre Tax Relief (TTR) available is based on the EEA core expenditure of each  
separate theatrical trade.  The Theatrical Production Company (TPC) will receive an additional 
deduction of up to 80% of the total core expenditure incurred on the production. 
 
A TPC can claim TTR on the lower of: 

- 80% of total core expenditure, and 
- The actual EEA core expenditure incurred. 

 
EEA core expenditure is the amount of core expenditure (TTR50010) incurred by the TPC which is 
also EEA expenditure (TTR50050). EEA expenditure is expenditure on goods or services that are 
provided from within the EEA’  
 
If non-EEA core expenditure is not more than 20% of total core expenditure it will have no bearing 
on the amount of TTR a TPC can claim. 
 
 The amount on which the TPC is entitled to claim an additional deduction under TTR is termed 
enhanceable expenditure. 
 
Example 1: core expenditure all EEA 
 
A TPC incurs £2m of core expenditure on a production, all of it on goods or services that are 
provided from within the EEA. 
 
Actual EEA core expenditure > 80% of total core expenditure. 
 
The TPC can claim TTR on 80% x total core expenditure.  The additional deduction is therefore 
£1.6m. 
 
Example 2: core expenditure part EEA and part non-EEA 
 
A TPC incurs £4m of core expenditure on a production, of which £2.5m is EEA expenditure.  The 
remainder is incurred on goods or services that are provided from within the USA and is therefore 
non-EEA expenditure. 
 



Actual EEA core expenditure < 80% of total core expenditure. 
 
The TPC can claim TTR on actual EEA core expenditure.  The additional deduction is therefore £2.5m. 
 
TTR55030 Calculation: rates of relief 
 
S1217K Corporation Tax Act 2009 
 
Where a Theatrical Production Company (TPC) claims Theatre Tax Relief (TTR) in respect of 
enhanceable expenditure (TPC55020), the amount of Theatre Tax Credit (TTC) to which it is entitled 
depends on whether the production is a touring production or a non-touring production. 
 

Type of production TTC rate 

Touring production 25% of the amount of the loss surrendered 

Non-touring production 20% of the amount of the loss surrendered 

 
See TTR55031 for the definition of a touring production. 
 
TPCs receive a higher rate of TTC for touring productions than they do for non-touring productions in 
recognition of the additional costs associated with performing productions across different 
premises.  
 
The value of TTR will depend on whether or not the separate theatrical trade is loss-making, whether 
the production is a touring or non-touring production and the prevailing rate of Corporation Tax. 
 
The table below shows the value of the TTR assuming in each case that: 

- At least 80% of the total core expenditure is EEA core expenditure, and 
- The rate of Corporation Tax is 21%. 

 

TPC with sufficient taxable profits to 
absorb all of the additional deduction 

Enhanceable expenditure = 80% of total 
expenditure 
 
Value of TTR for touring or non-touring production 
= 80% x 21% 
= 16.8% (reduction in Corporation Tax payable) 

TPC has no taxable profits and claims the 
maximum amount of theatre tax credit 

Enhanceable expenditure = 80% of total 
expenditure 
 
Value of TTR for touring production 
= 80% x 25% 
= 20% (theatre tax credit) 
 
Value of TTR for non-touring production 
= 80% x 20% 
= 16% (theatre tax credit) 

 
This means that there will normally be both a timing benefit and an overall financial benefit to 
surrendering losses for a theatre tax credit.  However, this might not be the case where the special 
terminal losses rules apply. 
 



The anti-avoidance provisions for TTR prevent a company artificially inflating production costs in 
order to increase relief or theatre tax credit (TTR80020).  These provisions will also apply to the 
situation where income is not recognised or deferred to increase the surrenderable loss. 
 
 
TTR55031 Calculation: touring productions 
 
S1217K Corporation Tax Act 2009 
Where a Theatrical Production Company (TPC) claims Theatre Tax Relief (TTR) in respect of 
enhanceable expenditure (TTR55020) on a touring production the rate of any Theatre Tax Credit 
(TTC) (TTR55100) is 25% of the amount of the loss surrendered. 
 
A production is a touring production only if the TPC intends at the beginning of the producing phase 
that it will present live performances of the production in: 

- 6 or more separate premises, or 
- At least two separate premises and the number of performances will be at least 14. 

 
Productions that are not touring productions are referred to in this guidance as non-touring 
productions. 
 
Intention – no intention to tour at the outset 
 
The status of a production as a touring or non-touring production is determined at the beginning of 
the producing phase and is not altered by a subsequent change in intention.  For the purposes of 
establishing an intention to tour, the producing phase is deemed to begin when substantial 
producing activities commence in relation to the production.  This could be some time after the 
production has been ‘green lit’. 
 
Intention – intention to tour at the outset but the TPC does not tour the production 
 
If a TPC intended to tour a production at the beginning of the producing phase but, for reasons 
outside of its control, finds that it does not present live performances of the production in 6 or more 
separate premises or at least two separate premises for a minimum of 14 performances it may still 
qualify for the Theatre Tax Credit (TTC) rate for touring productions.  It will need to provide evidence 
of the intention to tour, for example: contracts, locations and payments for booking premises.  Each 
case will be considered on its facts. 
 
Premises 
 
The premises must be distinct and separate locations.  It will not be sufficient, say, to move floors in 
a building and claim that these are separate premises. 
 
TTR55040 Calculation: additional deduction – single-period production 
 
S1217J Corporation Tax Act 2009 
 
A Theatrical Production Company (TPC) entitled to Theatre Tax Relief (TTR) can claim an additional 
deduction in computing the taxable profits of the separate theatrical trade for a production. 
 
The effect of the additional deduction is to increase the level of expenditure for tax purposes.  This 
may decrease the taxable profit of the separate theatrical trade and therefore the amount of 



Corporation Tax which would otherwise be payable.  It may also create or increase a loss in the 
separate theatrical trade, some or all of which may be available to surrender for a Theatre Tax Credit 
(TTC). 
 
 
Example: production completed in a single period 
 
A TPC makes a qualifying production for £3m, all of which is EEA core expenditure.  It receives £6m 
from exploitation of the production and therefore generates a profit of £3m on which it would 
normally pay Corporation Tax.  The company is subject to Corporation Tax at a rate of 21%.  The 
production is completed within a single accounting period. 
 
Expenditure on the production is eligible for TTR.  The TPC is entitled to an additional deduction in 
computing its taxable profits/losses from the separate theatrical trade for the production.  Since all 
of the core expenditure is EEA expenditure, the additional deduction is calculated by reference to 
80% of the total core expenditure. 
 
Income       £6m 
Expenditure     (£3m) 
Trading profit before TTR      £3m 
 
Theatre Tax Relief - additional deduction (£2.4m) 
(80% x £3m total core expenditure) 
 
Trading profit after TTR    £600k 
 
Without TTR, the TPC would have been liable to pay Corporation Tax of £630,000 (21% corporation 
tax rate x the pre-TTR profit of £3m). 
 
The additional deduction claimed under TTR reduces the Corporation Tax liability to £126,000 (21% 
corporation tax rate x the post-TTR profit of £600k).  The benefit of the TTR claim to the company is 
therefore £504,000 (£630,000 - £126,000). 
 
In this example, the TTR is worth 16.8% of the total core expenditure (TTR50010).  
 
TTR55050 – Calculation: additional deduction – multi-period production 
 
S1217J Corporation Tax Act 2009 
 
Where the phases of production of a theatrical production cover more than one period of account, 
Theatre Tax Relief (TTR) operates on a cumulative basis.  This means that: 

- In the first period of account the Theatrical Production Company’s (TPC’s) additional 
deduction is determined by the amount of core expenditure incurred within that period 

- In subsequent periods of account, including the completion period, the additional deduction 
is calculated by reference to total core expenditure incurred to date less the total amount of 
additional deductions given for previous periods. 

 
Example: production continues for multiple periods 
 



A TPC makes a qualifying production with total core expenditure of £1m, of which 75% is EEA core 
expenditure and 25% is non-EEA expenditure.  The phases of production span three accounting 
periods.  The separate theatrical trade ceases at the end of the third accounting period. 
 
Expenditure on the production is eligible for TTR.  Over the three periods of account, the profile of 
core expenditure is: 
 
   EEA core (£k) Non-EEA core (£k) Total cumulative core (£k) 
First period  350  0     350 
Second period  350  100      800 
Third period    50  150   1,000 
Total expenditure 750  250   1,000 
 
First period 
 
In the first period of account, because all the core expenditure is EEA expenditure, the additional 
deduction is calculated on the basis of 80% of the total core expenditure (80% x £350k).  The 
additional deduction for the first period is therefore £280k. 
 
Second period 
 
At the end of the second period of account, the total core expenditure to date is £800k, of which 
£700k is EEA expenditure. 
 
Because EEA core expenditure is greater than 80% of total core expenditure (80% x £800k = £640k), 
the additional deduction is calculated by reference to 80% of the total core expenditure incurred to 
date (80% x £800k) less the additional deduction for the first period (£280k). 
 
The additional deduction for the second period is therefore £360k (£640k - £280k). 
 
Third period (completion period) 
 
At the end of the third period of account, the completion period, total core expenditure is £1m, of 
which £750k is EEA expenditure. 
 
Because EEA core expenditure is less than 80% of total core expenditure (80% x £1m = £800k), the 
additional deduction is calculated by reference to EEA expenditure incurred to date (£750k) less the 
total amount of additional deductions given for the earlier periods (£280k + £360k = £640k). 
 
The additional deduction for the third period, the completion period, is therefore £110k (£750k - 
£640k). 
 
Cumulative effect 
 
The cumulative effect at the end of the three periods of account is that TTR is provided on the 75% 
of total core expenditure that was also EEA expenditure. 
 
 
 
 
 



Summary 
       Period 1 Period 2 Period 3 
EEA core expenditure (cumulative)   £350k  £700k  £750k 
Non-EEA core expenditure (cumulative)   £nil  £100k  £250k 
Total core expenditure (cumulative)   £350k  £800k  £1m 
EEA expenditure as % of total core expenditure  100%  87.5%  75% 
Additional deduction to end of period   £280k  £640k  £750k 
Less additional deduction claimed for earlier period(s) -  (£280k)  (£640k) 
Additional deduction due for the period  £280k  £360k  £110k 
 
TTR55100 Calculation: surrenderable losses and Theatre Tax Credit 
 
S1217K, S1217KA Corporation Tax Act 2009 (CTA 2009) 
 
A Theatrical Production Company (TPC) has the option of claiming Theatre Tax Relief (TTR) as a 
payable Theatre Tax Credit (TTC) direct from HMRC.  It can do so in any period in which it has a 
surrenderable loss. 
 
The TPC may surrender all or part of its surrenderable loss. 
 
The amount of the surrenderable loss 
 
The amount of the surrenderable loss for any accounting period is the lesser of: 

- The amount of the TPC’s available loss for the accounting period in the separate theatrical 
trade, and 

- The available qualifying expenditure for that period.  
 
The TPC’s available loss is the sum of the loss for the period plus any relevant unused loss brought 
forward. 
 
The relevant unused loss brought forward is any available loss for previous periods not set against 
profits of the separate theatrical trade nor surrendered for TTC.  
 
The available qualifying expenditure is the enhanceable expenditure (TTR55020) to date less the 
total amount, if any, previously surrendered. 
 
The amount of Theatre Tax Credit 
 
The amount of the payment is the TTC rate multiplied by the amount of loss surrendered. 
 
The TTC rate is: 

- 25% for touring productions, and 
- 20% for non-touring productions. 

 
TTR55110 Calculation: surrenderable losses and Theatre Tax Credit – example - single-period 
production 
 
The following example illustrates how a Theatrical Production Company (TPC) that sustains a 
surrenderable loss can surrender that loss in return for a Theatre Tax Credit (TTC) (TTR55100).  In 
this case the production is completed within a single period. 
 



Example 
 
A TPC makes a qualifying production with total core expenditure of £1m, all of which is EEA 
expenditure.  The production was commissioned by a producer who pays £900k for it.  The 
production is presented at eight separate premises and meets the touring conditions. 
 
Income      £900k 
Expenditure     (£1m) 
Trading loss before Theatre Tax Relief (TTR) (£100k) 
 
Theatre Tax Relief - additional deduction (£800k) 
(80% x £1m total core expenditure)  
 
Trading loss after TTR    (£900k) 
 
The surrenderable loss is the lesser of: 

- The £900k trading loss after TTR, and 
- The £800k additional deduction. 

 
In this case the TPC can surrender up to £800k and chooses to surrender the full amount.  A TPC is 
not obliged to surrender the entire loss, but it will most likely do so. 
 
The amount of TTC due is therefore £200k (25% TTC rate for touring productions x £800k loss 
surrendered). 
 
In this example the TTC is equal to 20% of the total core expenditure. 
 
TTR55120 Calculation: surrenderable losses and Theatre Tax Credit – example – multi-period 
production 
 
The following example illustrates how a Theatrical Production Company (TPC) that sustains a 
surrenderable loss can surrender that loss in return for a Theatre Tax Credit (TTC) (TTR55100).  In 
this case the production spans two periods. 
 
As with the additional deduction (TTR55050), the calculation of the TTC is cumulative where the 
production takes more than one period to complete. 
 
Example 
 
A TPC makes a qualifying production with total core expenditure of £1m, all of which is EEA 
expenditure.  The production was commissioned by a producer which pays £900k for it.  The 
production qualifies as a touring production. 
 
The production takes two periods of account to make, and the TPC incurs expenditure of £400k in 
the first period and £600k in the second.  The commissioning producer pays the TPC £500k in the 
first period and the remaining £400k in the second. 
 
In order to establish the profit or loss made in each accounting period, the TPC should apply the 
income recognition rules, rather than the amount which the commissioning producer actually pays 
during each period (TTR20220). 
 



In this example, the income is calculated on the basis of the proportion of total expenditure incurred 
in each period multiplied by the estimated total income. 
 
The TPC elects to surrender the full amount of losses possible for TTC. 
 
First period 
 
Estimated income      £360k   (£400k/£1m x £900k) 
Expenditure     (£400k) 
Trading loss before Theatre Tax Relief (TTR)  (£40k) 
 
Theatre Tax Relief - additional deduction (£320k) 
(80% x £400k total core expenditure to date) 
 
Trading loss after TTR    (£360k) 
 
The surrenderable loss for the first accounting period is the lesser of: 

- The £360k available loss, and 
- The £320k additional deduction. 

 
Therefore, only £320k of the loss can be surrendered, giving a TTC of £80k (25% TTC rate for touring 
productions x £320k loss surrendered). 
 
The remaining loss of £40k (£360k - £320k) is carried forward. 
 
Second period 
 
Income      £540k   (£900k - £360k) 
Expenditure     (£600k)  (£1m - £400k) 
Trading loss before Theatre Tax Relief (TTR) (£60k) 
 
Theatre Tax Relief - additional deduction (480k) 
((80% x £1m total core expenditure) - £320k 
additional deduction claimed in the previous 
Period) 
 
Trading loss after TTR    (£540k) 
 
The surrenderable loss for the second accounting period is the lesser of: 

- The £580k available loss (£540k trading loss after TTR plus the £40k loss brought forward), 
and 

- The £480k additional deduction. 
 
Therefore, only £480k of the loss can be surrendered, giving a TTC of £120k (25% TTC rate for 
touring productions x £480k loss surrendered). 
 
The remaining £100k loss (£580k - £480k) can be carried forward, or treated as a terminal loss if the 
trade ceases (TTR30040). 
 
Cumulative effect 
 



This means that the TTC is worth £200k over the two periods (£80k + £120k), the same as it would 
have been had the production been made in a single period. 
 
This is provided that claims for TTC are made in both periods.   
 
Summary 
       Period 1 Period 2 
Expenditure incurred to end of period (all EEA)  £400k  £1m 
Additional deduction to end of period   £320k  £800k 
(in this example 80% of total core expenditure) 
Less additional deduction claimed for earlier period(s) £nil  (£320k) 
Additional deduction due for the period   £320k  £480k 
 
Estimated total income attributed to period  £360k  £540k 
Expenditure attributed to period   £400k  £600k 
Additional deduction due for the period  £320k  £480k 
Trading profit/(loss) after TTR    (£360k)  (£540k) 
Surrenderable loss     (£320k)  (£480k) 
(lower of available loss for the period and 
additional deduction) 



TTR60000 Claims: contents 
 
TTR60010 How relief is claimed 
TTR60020 Details to be provided 
TTR60040 Abandonment 
TTR60050 Time limits 
TTR60060 Amending returns 
TTR60070 Payment of Theatre Tax Credit 
 
TTR60010 Claims: how relief is claimed 
 
Theatre Tax Relief (TTR) is a Corporation Tax relief.  It is claimed for each relevant accounting period 
by completing the appropriate section in the Theatrical Production Company’s (TPC’s) Corporation 
Tax self-assessment (CT600).  The TPC must complete the relevant section and provide 
supplementary information within the  accounts and computations. 
 
A list of recognised suppliers that provide software for tax returns and supplementary pages is 
available by following this link: 
 
https://www.gov.uk/government/publications/corporation-tax-commercial-software-suppliers. 
 
Questions about the software being used should be directed to the software or service provider. 
 
Additional deduction 
 
The TPC should indicate that it is claiming TTR using the software that it is submitting its return with.  
All returns are now expected to be filed online. However in the event that the TPC uses a paper 
version of the return (say to make an amendment), the following entries should be present (CT600 
2008 version) : 
 

- An ‘X’ is present in Box 167, and 
- Box 101 includes the expenditure upon which the claim is based. 

 
Boxes 99, 100, 102 and 103 are not relevant to TTR. 
 
Exam 
 
A TPC incurs total expenditure of £450k on a qualifying production.  Of this expenditure, £400k is 
core expenditure.  £300k (75%) of that core expenditure is EEA expenditure and £100k (25%) is non-
EEA expenditure.  The company is entitled to the following deductions: 
 

- £450k ‘ordinary’ deduction, plus 
- £300k additional deduction (the core EEA expenditure is less than 80% of £400k, so it all 

qualifies (TTR55020)). 
 
Giving a total deduction of £750k. 
 
The figure that should be entered in box 101 (the ‘enhanced expenditure figure’ referred to in the 
Note to box 101) is £300k. 
 
Theatre Tax Credit 

https://www.gov.uk/government/publications/corporation-tax-commercial-software-suppliers


 
If the company is claiming payable Theatre Tax Credit (TTC), then it should enter the gross amount of 
the tax credit before any payment of tax is due in box 87.  The amount of TTC payable should be 
entered in both box 89 and box 168. 
 
Supplementary information 
 
Claims should be supported by certain additional information.  There are two cases with differing 
requirements: 
 

- Productions which are completed within a single accounting period, and 
- Productions that span more than one period. 

 
Each of these cases is covered at TTR60020. 
 
TTR60020 Claims: details to be provided 
 
Single-period productions 
 
Qualifying productions in respect of which the Theatrical Production Company (TPC) is entitled to 
claim Theatre Tax Relief (TTR) may be completed within a single accounting period. 
 
The claim will be made after completion, and the TPC should generally possess final information on 
the production’s budget and the extent of EEA core expenditure which it must supply with its tax 
return submission. 
 
The TPC should supply the following additional information with its tax return submission: 

- The title of the production in respect of which relief is being claimed 
- In order to identify the particular production and demonstrate, where applicable, that the 

production is a touring production  
o the number and dates of performances presented at each premises 

- In order to demonstrate that the minimum EEA expenditure condition (TTR40040) has been 
met, final statements of the amounts of: 

o Total core expenditure (TTR50010) on the production by the TPC; 
o Core expenditure on the production by the TPC that is EEA expenditure 

- The  amount of additional deduction claimed (TTR55020) 
- The amount, if any, of loss surrendered for Theatre Tax Credit (TTC), and 

 
This is part of the normal self-assessment process, and although the TPC is required to keep 
adequate records to support its return, it is not specifically required to provide audited figures. 
 
It will assist the processing of claims if TPC could also include: 

- A breakdown of the separate theatrical trade expenditure.  The level of appropriate detail 
will depend on the size of the budget.  Generally the headings adopted by the production 
accountant are adequate.  The Creative Industries Unit (contact details at TTR10020) can 
provide further advice if needed. 

- An analysis of that expenditure into: 
o Development expenditure 
o Other non-production related expenditure 
o Core expenditure (producing and closing expenditure): EEA 
o Core expenditure (producing and closing expenditure): non-EEA 



o Running and exploiting expenditure 
- Details of any methods of apportionment and/or assumptions used in producing these 

figures, and 
- Any other information relevant to the claim such as proof that the production is a qualifying 

theatrical production (script, promotional material, etc). 
- If the separate theatrical trade has ceased, a statement that the TPC has ceased to carry on 

the separate theatrical trade. 
 
 
Multi-period productions 
 
Where the making of the production spans more than one accounting period the information that 
will assist to support any claim is similar to that set out above.  However, the final information may 
not yet be available.  The company should state: 

- The intended number and dates of performances at each premises 
- The planned total core expenditure on the production by the TPC, and 
- The planned core expenditure on the production by the TPC that is EEA expenditure. 

 
Final figures not available 
 
Where the TPC retains an interest in a production after it closes and may be obliged to make 
payments related to that production in later periods it may be necessary to estimate the final 
amounts of core expenditure and core expenditure that is EEA expenditure – see TTR40040 for 
details of how such future obligations impact on the minimum EEA expenditure condition. 
 
TTR60040 Claims: abandonment 
 
S1717M, 1217FC and 1217NA Corporation Tax Act 2009 (CTA 2009) 
 
If a production is abandoned at any point during the production phases, the abandonment will mean 
that the Theatrical Production Company (TPC) has ceased to carry on the separate theatrical trade in 
respect of that production because it has ceased to satisfy the conditions at S1217FC CTA 2009. 
 
The TPC can still claim relief for qualifying production expenditure incurred before the production 
was abandoned provided that the EEA expenditure condition is met (TTR40040).  If the bulk of the 
EEA expenditure was planned to fall later in the production phases, after the point at which the 
production was abandoned this condition may not be satisfied and relief may be clawed back 
(S1217NA CTA 2009). 
 
The commercial purpose condition (TTR40020) does not specifically address abandonment.  Strictly, 
once a production is abandoned, it cannot any longer be intended to run live performances to 
paying members of the general public or for educational purposes.  However, in such circumstances, 
a production will be deemed to meet the condition if it would have met it immediately before 
abandonment. 
 
TTR60050 Claims: time limits 
 
Para 83W Sch18 Finance Act 1998 
 
Claims to Theatre Tax Relief (TTR), whether for: 

- An additional deduction (TTR55020), and/or 



- A Theatre  Tax Credit (TTR55100), 
may be made, amended or withdrawn up to the first anniversary of the Theatre production 
Company’s (TPC’s) filing date for the period in question. 
 
Late claims 
 
Where there is a late claim it should be dealt with in accordance with the guidance at Statement of 
Practice SP05/01.  While this does not specifically refer to TTR the approach is a general one that 
HMRC adopts. 
 
If, having considered the approach outlined there, a late claim cannot be agreed, the case should be 
referred internally to CTIS (Technical Claims Specialist) before the claim is refused. 
 
TTR60060 Claims: amending returns 
 
S1217NA Corporation Tax Act 2009 
 
The normal time limits for amending returns and making assessments are overridden in certain 
circumstances. 
 
This will occur where the Theatrical Production Company (TPC) is required to amend a return to 
reflect the fact that the TPC was not entitled to Theatre Tax Relief (TTR) for a period because of the 
level of EEA expenditure failing to achieve at least 25% of core expenditure on the theatrical 
production. 
 
This applies to assessments and situations where the TTR claim was in excess of the amount the TPC 
was eligible to. 
 
Where, under the amended return, the TPC is entitled to less relief than under the original return 
and therefore has to repay HMRC, interest will be due.  Penalties will not typically be due unless the 
erroneous claim was made deliberately or due to carelessness. 
 
This is the case regardless of whether the TTR simply reduced the Corporation Tax payable by the 
TPC or a claim for Theatre Tax Credit was made. 
 
TTR60070 Claims: payment of Theatre Tax Credit 
 
S1217KB Corporation Tax Act 2009 
 
Set off against other liabilities 
 
Where a Theatrical Production Company (TPC) claims a Theatre Tax Credit (TTC) it is entitled to, it 
must be paid to it unless: 

- The TPC owes Corporation Tax then the credit and any repayment interest due to the 
company may be used to offset the liability, or 

- If the TPC has outstanding liabilities for PAYE, deductions under S966 Income Tax Act 2007 
(visiting performers) or Class 1 National Insurance contributions for the period for which the 
credit is owed, the payment may be withheld, or 

- If the TPC’s Corporation Tax Return for the period in question is enquired into by HMRC then 
the payment may be withheld.  A provisional partial payment may be made if appropriate. 



- S130 FA 2008 also allows HMRC to set off a credit against any existing debit irrespective of 
whether or not the payment period falls within the Accounting period 

 
Repayment interest 
 
Payment of TTC will carry interest from the later of: 

- The filing date for the TPC’s tax return for the period in relation to which the credit is 
payable, and 

- The date on which the tax return (or amended return) in which the claim is included was 
submitted to HMRC. 



TTR70000 Not-for-profit organisations 
 
TTR70010 Introduction 
TTR70020 Direct tax 
TTR70030 Indirect tax: Value added tax 
TTR70040 Co-productions 
 
 
TTR70010 Not-for-profit organisations: introduction 
 
Theatre Tax Relief (TTR) is intended only for Theatrical Production Companies (TPCs) that are within 
the charge to corporation tax.  The targets of the relief are the companies that actually produce 
dramatic productions or ballets for live performance. 
 
It is intended that TTR applies to all qualifying TPC and qualifying productions whether the TPC is a 
commercial theatre producer or in the not-for-profit sector. 
 
Not-for-profit organisations that may qualify for TTR include charitable companies and community 
interest companies. 
 
This guidance is not intended to replace the HMRC guidance for charities or Value Added Tax (VAT).  
TPCs should refer to the appropriate HMRC guidance where necessary and also consult their 
professional advisors before determining what organisational structure best suits their 
circumstances. 
 
TTR70020 Not-for-profit organisations: direct tax 
 
Qualifying theatre groups in the not-for-profit sector are constituted as companies and are subject 
to corporation tax.  However, charities are exempt from corporation tax on a number of sources of 
income and gains including charitable trading profits, rental income, capital gains and interest, 
provided the income and/or gains are applied to charitable purposes only. 
 
HMRC guidance about charities can be found at Charities. 
 
Where a not-for-profit organisation is a qualifying Theatre Production Company (TPC) and has a 
qualifying production (TTR40010+), the organisation can access Theatre Tax Relief (TTR) on the same 
basis as any other TPC.  The calculation of the Theatre Tax Credit is the same whether the TPC is a 
qualifying not-for-profit organisation or a commercial company within the charge to corporation tax. 
 
This means that a TPC is entitled to claim TTR on its enhanceable expenditure (TTR55020) provided: 

- The production is a theatrical production (TTR10100) and is not an excluded production 
(TTR40020), 

- The commercial purpose condition is satisfied (TTR10120), and 
- Not less than 25% of the core expenditure on the production is EEA expenditure (TTR40040). 

 
Single not-for-profit organisation as Theatre Production Company 
 
The not-for-profit organisation must qualify as a TPC (TTR10110). 
 
Each qualifying production must be treated as a separate theatrical trade for tax purposes 
(TTR20010). 

https://www.gov.uk/government/publications/charities-detailed-guidance-notes


 
A charity should take professional advice on whether acting as a TPC in any way impacts on its 
charitable status. 
 
It is beyond the scope of this guidance manual to comment on charitable status. 
 
Theatre Production Company that is a wholly owned trading subsidiary of a not-for-profit 
organisation 
 
A not-for-profit organisation, such as a charity, may set up a wholly owned trading subsidiary, which 
could become the TPC. 
 
This model of using a special purpose vehicle is commonly used in the other creative industries tax 
reliefs. 
 
The wholly owned trading subsidiary will be within the charge to corporation tax and must be a 
qualifying TPC (TTR10110). 
 
It will not be sufficient for a not-for-profit organisation to carry on the functions of a TPC (directly 
negotiating contracts, etc.) and merely to use the subsidiary to claim the tax relief.  The trading 
subsidiary in those circumstances will not be a qualifying TPC. 
In some circumstances, however, a trading subsidiary which meets the TPC description can 
subcontract theatrical production activities back to a not-for-profit organisation. 
 
A charity should ensure that using this model will not impact on its charitable status and consider 
the potential VAT implications (see TTR70030). 
 
A charity should take professional advice on the tax and any other implications of setting up a 
separate trading subsidiary. 
 
It is not HMRC’s responsibility to provide advice on tax planning. 
 
TTR70030 Not-for-profit organisations: indirect tax: value added tax 
 
Qualifying not-for-profit organisations pay VAT on supplies made to them.  However, admission 
charges by an eligible body to a theatrical, musical or choreographic performance of a cultural 
nature are exempt from VAT. 
 
An eligible body is a body, other than a public body, which: 

- Cannot and does not distribute profits, 
- Applies any profits it makes to the benefit of its cultural activities, and 
- Is managed and administered on an essentially voluntary basis by persons who have no 

direct or indirect financial interests in its activities. 
 
A public body is: 

- A local authority, 
- A government department, or 
- A non-departmental public body listed in the 1995 edition of the Office of Public Service’s 

publication ‘Public Bodies’. 
 



Whether or not a theatrical, musical or choreographic performance is of a cultural nature will be 
determined according to the facts.  However, HMRC generally accepts that live performances of 
dramatic productions and ballets are cultural for the purposes of this exemption. 
 
Further information about this cultural exemption can be found at Public Notice 701/1 Charities and 
in Public Notice 701/47 Culture. 
 
Single not-for-profit organisation as Theatre Production Company 
 
See the VAT guidance at Public Notice 701/1 Charities for how charities may be subject to VAT. 
 
 
Theatre Production Company that is a wholly owned trading subsidiary of a not-for-profit 
organisation 
 
Having the TPC as a wholly owned trading subsidiary of a not-for-profit organisation may lead to the 
supply of the theatre production being subject to VAT but the sales of tickets for admission being 
exempt. 
 
In certain circumstances this may be rectified by using a VAT group.  In a VAT group all parties have a 
joint and several liability for VAT.  Further guidance on VAT groups may be found at VAT Notice 
700/2: group and divisional registration and VGROUPS - Groups: main contents 
 
A charity should take professional advice on the tax and any other implications of setting up a 
separate trading subsidiary. 
 
It is not HMRC’s responsibility to provide advice on tax planning. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://www.gov.uk/government/publications/vat-notice-7011-charities/vat-notice-7011-charities
https://www.gov.uk/government/publications/vat-notice-70147-culture
https://www.gov.uk/government/publications/vat-notice-7011-charities/vat-notice-7011-charities
https://www.gov.uk/government/publications/vat-notice-7002-group-and-divisional-registration
https://www.gov.uk/government/publications/vat-notice-7002-group-and-divisional-registration
http://www.hmrc.gov.uk/manuals/vgroups/index.htm


 
TTR70040 Co-productions 
 
There are no official co-production treaties for Theatre Tax Relief. 
 
 



TTR80000 Avoidance and disclosure: contents 
 
TTR80010 Avoidance: introduction 
TTR80020 Avoidance: inflation of theatrical production costs 
TTR80030 Avoidance: tax avoidance arrangements 
TTR80040 Avoidance: transactions not entered into for genuine commercial reasons 
TTR80050 Avoidance: transfer pricing 
 
TTR80010 Avoidance: introduction 
 
S1217LA and 1217LB Corporation Tax Act 2009 
 
The legislation of Theatre Tax Relief (TTR) is based on the legislation already in place for Film Tax 
Relief (FTR).  FTR was designed to ensure that it did not suffer from abuses similar to those of the 
previous tax relief regimes for films. 
 
TTR follows this by targeting relief exclusively at Theatrical Production Companies (TPCs).  This 
means that TTR is not available to those whose involvement in theatrical productions is confined to 
supplying or arranging finance.  This eliminates many possibilities for abuse. 
 
TTR80020 Avoidance: inflation of theatrical production costs 
 
S1217ID Corporation Tax Act 2009 (CTA 2009) 
 
The legislation of Theatre Tax Relief (TTR) is based on the legislation already in place for Film Tax 
Relief (FTR).  FTR was designed to ensure that it did not suffer from abuses similar to those of the 
previous tax relief regimes for films. 
 
The previous film tax regime was subject to regular abuse by those seeking a means to avoid tax. 
One such abuse was the artificial inflation of the actual level of production expenditure through the 
inclusion of deferred fees or other contingent costs, such as participations, which might never arise 
in practice.  
 
The tax regime for theatrical productions includes features intended to ensure that it does not suffer 
from similar abuse in the future.  
 
Recognition of expenditure 
 
Where a Theatrical Production Company (TPC) claims TTR in respect of a theatrical production, there 
are rules for determining when expenditure on that production is recognised for the purposes of the 
basic tax computation under Part 15C CTA 2009. 
 
Under these rules: 

- Expenditure is recognised to the extent it is represented in the state of completion of the 
production, 

- Any amount which has not actually been paid is only recognised where its payment by the 
TPC in the future is unconditional, 

- Costs relating to an obligation that is linked to income being earned from the theatrical 
production can only be brought into account to the extent that the relevant income is 
brought into account. 

 



Unpaid amounts 
 
In calculating an additional deduction under TTR, any amount that has not been paid 4-months after 
the end of the relevant period of account is excluded, irrespective of whether there is an 
unconditional obligation for it to be paid in the future. 
 
Deferments or contingent fees unpaid four months after the end of the relevant period should be 
disregarded for the purposes of calculating a claim for TTR, even where such costs are subject to an 
unconditional obligation to be paid. 
 
This disregard does not apply to the basic tax computation. 
 
Example 
 
A company is commissioned to produce a TTR-qualifying production and claims TTR as the TPC for 
the production.  Production costs are £1m, all of which are incurred on goods or services provided 
from within the EEA.  The production is produced, performed and closed within a single accounting 
period (Period 1). 
 
The production agreement provides that the TPC will be paid:  

- £840k for producing the production, and  
- A further £100,000 dependent on box office receipts. 

 
The principal actor has an agreement with the TPC that if the target for box office receipts is met he 
will receive an additional £80,000 from the TPC. 
 
The contingent receipts of £100,000 and £80,000 are too uncertain to bring into the calculation of 
the production’s profit or loss until the box office receipts are known. 
 
The box office targets are met towards the end of Period 2.  At that point the additional £100,000 is 
treated as earned and brought into the calculation of profit or loss for Period 2.  The obligation to 
pay the actor will also be recognised in that period for the purposes of calculating the profits or 
losses of the separate theatrical trade under Part 15C CTA 2009. 
 
But the TPC does not receive the payment, and does not pay out the £80,000 due to the principal 
actor until midway through Period 3.  This is more than four months after the end of Period 2.  So for 
the purposes of TTR, the £80,000 is ignored when looking at Period 2, but is brought into Period 3. 
 
Profits or losses of separate trade Period 1 Period 2  Period 3 
Income     £840k  £100k   nil 
Production expenditure   £1,000k  £80k   nil 
Trading profit/ (loss)   (160k)  £20k   nil 
 
Calculation of additional deduction and surrenderable loss 
Total core expenditure (all EEA  £1,000k  £1,000k   £1,080k 
Expenditure) incurred to date    (disregarding £80k (including £80k 
       unpaid within 4  incurred in Period 2 
       months of end of but paid in Period 3) 
       period) 
Increase over total core expenditure £1,000k  £1,000k   £1,080k 
Previously brought into account 



Enhanceable expenditure (in this 
case 80% of total core expenditure) £800k  £800k   £864k 
Less additional deduction claimed for 
earlier period(s)    £0  (£800k)   (£800k) 
TTR - additional deduction  £800k  nil   £64k 
Trading profit/ (loss) after relief  (£960)  £20k   (£64k) 
Surrenderable loss (lesser of available £800k  nil   £64k 
loss for the period and additional 
deduction) 
 
Summary: 

- The loss not attributable to TTR is £140,000 
- Surrenderable losses £864 

 
TTR80030 Avoidance: tax avoidance arrangements 
 
S1217LA Corporation Tax Act 2009 
 
The theatre tax regime includes a targeted anti-avoidance provision (TAAR) designed to prevent 
contrived arrangements aimed at inflating the amount of Theatre Tax Relief (TTR) to which a Theatre 
Production Company (TPC) is entitled. 
 
Its effect is to exclude any transaction undertaken with the aim of inflating the relief.  
 
A company will not qualify for relief where the main or one of the main purposes of the 
arrangements is to claim the Theatre Tax Credit (TTC) or otherwise benefit from the relief to obtain a 
tax advantage such as gaining TTR that would not otherwise be available. This may include 
increasing the amount of additional deduction or Theatre Tax Credit beyond what was otherwise 
available. 
 
The meaning of ‘tax advantage’ is given by Section 1139 of Corporation Tax Act 2010. 
 
 
Example 
 
A TPC hires an actor for £100k, but draws up a contract in which the total fee payable is set at £150k.  
The actor agrees to reinvest £50k in the production in the form of a non-recourse loan to the TPC. 
 
The TPC has no obligation to repay the loan from the actor and so this aspect of the contract has no 
commercial basis.  Instead, the whole purpose of that part of the transaction was to gain an amount 
of TTR which would not otherwise be available.  Therefore, £50k of the contracted fee should be 
disregarded when calculating the amount of TTR to which the TPC is entitled. 
 
TTR80040 Avoidance: transactions not entered into for genuine commercial reasons 
 
S1217LB Corporation Tax Act 2009 
 
The extent to which Theatre Tax Relief (TTR) is available is dependent on the amount of core 
expenditure on a theatrical production.  The minimum amount of core expenditure that is EEA 
expenditure must be 25%. 



Furthermore, because the rate at which surrenderable losses are exchanged for a Theatre Tax Credit 
(TTC) can be higher than the rate of Corporation Tax, it may be the case that EEA expenditure is 
overstated artificially. 
 
Where a transaction is attributable to arrangements entered into otherwise than for genuine 
commercial reasons and the purpose is to inflate the amount of the additional deduction and TTC 
given to a TPC then that transaction is disregarded when computing the additional deduction for 
TTR. 
 
To prevent the size of the budget being artificially distorted, in determining the size of a theatrical 
production’s core expenditure:  

- Where goods or services are being supplied as a result of transactions entered into (directly 
or indirectly) between connected persons, and 

- The amount of core expenditure might have been expected to be less, or greater, if the 
transaction had been between independent parties, then 

- The amount of the expenditure should be established by reference to what the arm’s length 
value would have been had the parties been unconnected. 

 
The rules for connected persons which should be applied for this purpose are those set out in S1122 
and S1123 Corporation Tax Act 2010. 
 
TTR80050 Avoidance: transfer pricing 
 
Part 4 Taxation (International and Other Provisions) Act 2010 
 
In applying transfer pricing rules, the UK observes the Transfer Pricing Guidelines issued by the OECD 
(`Transfer Pricing Guidelines for Multinational Enterprises and Tax Administrations, Organisation for 
Economic Co-operation and Development, Paris, 1995’). Such rules apply to theatrical production as 
they do to any other sector of the economy. 
 
Paragraph 1.55 of the OECD guidelines addresses the impact of Government policies when 
determining the transfer price of transactions between connected parties. They make clear that such 
Government interventions should be treated as conditions of the market which should be taken into 
account in evaluating the transfer price. Once this has been done, the question arises whether, in 
the light of these conditions, the transactions undertaken by the connected parties are consistent 
with transactions between independent enterprises. 


