German Withholding Tax on Model Usage Fees
Due to amendments to the German tax regime in respect of withholding tax on royalties, German clients are now required to withhold tax on the usage portion of fees paid to non-German models. 

Although the tax is in practice withheld by the German client from the payment to the production company, it is legally a direct tax on the South African models. German clients will, therefore, withhold the tax from their payments to the productions companies, who in turn will pay the Model Agencies the daily fee, excluding the German tax.

South African production companies are obliged to withhold employees’ tax (“PAYE”) of 25% on models’ fees (ie on the day rate and usage). The fees payable to the Model Agencies and ultimately the models will thus be net of the 25% PAYE and the German withholding tax.

We understand that the tax calculated on the usage portion of the model’s fee, consists of the following:

· Withholding tax (“Quellensteur”) of 15%; and

· 5.5% solidarity tax calculated from the 15 % withholding tax portion

Where the day rate and usage are not invoiced separately or split out on the invoice, the usage portion of the fee subject to the German tax will be determined as follows:

· 20% usage if the daily fee (excluding travel and accommodation) is between €250 and €5,000;

· 45% usage if the daily fee (excluding travel and accommodation) exceeds €5,000; and

· Where they daily fee (excluding travel, fitting and accommodation) exceeds €10,000, usage will be determined according to the circumstances.

· If multiple shooting days are listed on one invoice, provided that each day has it’s separately listed day fee/usage amount, each shooting day will be handled seperatly with regards to the witholding tax, the witholding tax will not be calculated on the grand total amount of the invoice.
· Children and teenagers are also to be taxed if the total amount (day fee and tax) does exceed 250,00 Euro
The Model Agencies are currently in the process of applying to SARS for a class ruling on behalf of the industry, requesting approval that PAYE of 25% no longer needs to be withheld on the usage component as well. It is uncertain when the matter will be resolved with SARS. Therefore, until the outcome of the ruling becomes available, the production companies will have to continue withholding the 25% on behalf of SARS on daily fees, including usage and day rates. 

The models will be issued with a German tax certificate in respect of the withholding tax paid to the German Tax Office, in addition to their IRP 5’s in respect of South African income and employees’ tax paid to SARS. On submission of their individual tax returns to SARS, the models will be able to use the German tax as a credit/deduction to reduce their South African tax liability. 
Until such time that abovementioned class ruling is obtained from SARS, models could consider applying for “hardship directives” from SARS, requesting that a lesser amount of PAYE be withheld. Such directives generally take about 2 to 3 weeks to obtain and may provide interim relief.

Please find 2 calcutaion examples on how to deduct the taxes below:

IF THE AGREED RATE IS AN ALL INCL. RATE THE FOLLOWING IS APPLICABLE:





Tax 1

Tax 2


TOTAL day rate 
20 % portion 
15 % Quellensteuer
5.5 % Soli. Zuschlag
     
TOTAL Taxes to be deducted

Incl. usage

of usage

from usage portion
from Quellenst. Portion



10.000,00 Rand 
2.000,00 R
300,00 R

16,50 R


316,50 R



18.000,00 Rand 
3.600,00 R
540,00 R

29,70 R


569,70 R



Quick calculation, take 3,165 % of the day rate incl. usage to get the TOTAL Taxes!!!

IF THE USAGE IS INVOICED SEPERATLY OR SEPERATLY STIPULATED ON ONE INVOICE

THE FOLLOWING IS APPLICABLE:





Tax 1

Tax 2


TOTAL Day fee
TOTAL only  
15 % Quellensteuer
5.5 % Soli. Zuschlag
     
TOTAL Taxes to be deducted

usage portion
from usage portion
from Quellenst. Portion



2.500,00 Rand
7.500,00 Rand 
1.125,00 R
61,875 R


1.186,875 R = 1.186,88 Rand


4.500,00 Rand
13.500,00 Rand 
2.025,00 R
111,375 R

2.136,375 R = 2.136,38 Rand


Quick calculation, take 15,825 % of the usage portion to get the TOTAL Taxes!!!

