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FROM OSCARS TO TAX EXEMPTIONS - BOLLYWOOD GETS IT ALL!

On February 23, 2009, the Indian Film Industry was in high spirits regaling in the glory of the Oscars when the Central
Board of Excise and Customs (“CBEC”) decided to make its own contribution to the occasion - no more service tax
on movie theatres! On the same day, CBEC issued a clarification stating that service tax is not leviable on the
amounts received by the theatre owners from the film distributors for screening of the films except when they provide
the film distributors with “Business Support Services’. Business Support Services is a generic service provided to
support the business or commerce of the service receiver. But can an exhibition of a movie be regarded as a support
service? This interpretation differs depending upon the Distributor-Exhibitor arrangement.

TYPICAL DISTRIBUTOR-EXHIBITOR ARRANGEMENTS

Usually, movie producers sell film rights regionally to distributors, who in turn enter into different types of
agreements/arrangements with theatre owners (also known as “Exhibitors") in their region. There are four typical
arrangements that have been illustrated below.
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Under Model 1, the distributor leases the movie halls from the theatre owners for screening the movie for a fixed rent,
and bears all profits and losses. According to the clarification issued by CBEC the service provided by theater
owners under Model 1 is liable to service tax, as itis categorized as “renting ofimmovable property for furtherance of
business or commerce’. Whereas, under Model 4 (most commonly used model), the theatre owners have a license
to screen the movie for a fixed number of days and the proceeds from the sale of the tickets go to the distributor.

NEW YORK

Research Papers

Evolution of Generative Al

From Capital to Impact: Role of
Blended Finance

Opportunities in GFT City

Research Articles

Private Client Insights - Sustainable
Success: How Family Constitutions
can Shape Corporate Governance,
Business Succession and Familial

Legacy

Private Equity and M&A in India:
What to Expect in 20247

Emerging Legal Issues with use of
Generative Al

Audio '

Pursuing Remedies against Non-
signatories in Investment
Agreements

Why is the ad industry unhappy with
MIB’s self-declaration mandate?

Incorporation of arbitral clause by
reference: Position in India and
other Asian Jurisdictions

NDA Connect

Connect with us at events,
conferences and seminars.

NDA Hotline

Click here to view Hotline archives.

Video =

Self Declaration Certificate For Ads:
Decoding The Complexities Of Ad
Regulations


/fileadmin/user_upload/pdfs/Research_Papers/Evolution-of-Generative-AI.pdf
/fileadmin/user_upload/pdfs/research_Papers/From-Capital-to-Impact-Role-of-Blended-Finance.pdf
/fileadmin/user_upload/pdfs/research_Papers/Opportunities_in_GIFT_City_.pdf
/fileadmin/user_upload/Html/Hotline/Article_Jan2524-M.htm
https://www.nishithradio.com/Podcast.aspx?id=104&title=Pursuing_Remedies_against_Non-signatories_in_Investment_Agreements
https://www.thehindu.com/podcast/mib-self-declaration-mandate/article68303356.ece
https://www.nishithradio.com/Podcast.aspx?id=102&title=Incorporation_of_arbitral_clause_by_reference:_Position_in_India_and_other_Asian_Jurisdictions
/Event/1.html?EventType=Upcoming
/Event/1.html?EventType=Upcoming
SectionCategory/33/Research-and-Articles/12/0/NDAHotline/1.html
https://www.nishith.tv/videos/self-declaration-certificate-for-ads-decoding-the-complexities-of-ad-regulations/

There is no rental arrangement under this model and the exhibitor receives a fixed amount for the number of days the July 08, 2024
film is screened irrespective of whether the movie does well or not at the box office. The factor differentiating the two

models is thatin Model 1 the theatre is lent by the Exhibitor while in the Model 4 the Exhibitor gets a license to Future of India-Mauritius tax treaty —

exhibit Impact of new Protocol on M&A
' deals and Private Equity structures
Model 2 is a principal to principal arrangement under which the revenue from the ticket sales is split between the April 23, 2024

distributor and exhibitor in a predetermined ratio. Model 3 is an arrangement where the theatre owner buys the
print/CD of the movie on payment of a fixed price and subsequently screens itin his theatre/s. The CBEC has
clarified that under Models 2, 3, and 4 the exhibitor is undertaking a Separate activity and not providing any support
or assistance services and therefore the Exhibitor is not subject to service tax in India.

Q&A 2024 Protocol to the Mauritius
India Tax Treaty
April 22, 2024

CONCLUSION

The interpretation of this Circular may be extended beyond screening of movies to cover the proposed screening of
IPL cricket matches or any contentin the theatres as well. On the whole, the interpretation of the CBEC Circular hits
the nail and has relieved the distributors and exhibitors from the service tax net.

Source: Circular No. 109/03/2009, Dated February 23, 2009, issued by Ministry of Finance Department of Revenue
(Central Board of Excise and Customs), http://www.servicetax.gov.in/circular/st-circular09/st-circ-109-2k9.htm

- Ranjana Adhikari & Rajesh Simhan
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