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Introduction

This booklet has been prepared to provide a general background to French
personal income tax to expatriates qualifying as French tax residents.

This booklet is not intended to be a comprehensive or exhaustive study of
French tax law and should not be used for completing French personal
income tax returns. Some of the tax rates, exemptions and allowances
have been omitted from the booklet because they tend to vary from year to
year. Where such information has been included, the data is based upon
the tax law applicable to 2008 and whenever possible, to 2009.

Indeed, for income received as of 1% January 2008, the marginal tax rate is
of 40% and the number of tax brackets is set at 5.

Further information is available at the following address:

Landwell & Associés

Crystal Park

61, rue de Villiers

92208 Neuilly-sur-Seine cedex
Tel: (33) 1.56.57.56.57.

January 2009
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Step 1
Understanding basic principles
The scope of French taxation

1 An international assignee sent to work in France will, in general, become
liable to French taxation either as a resident or as a non-resident of France.
The main tax of concern for an international assignee is personal income
tax (“impot sur le revenu”); it applies to the worldwide income of tax
residents in France and to the French source income of tax residents of
other countries, unless otherwise provided by a tax treaty signed between
France and the relevant state. It should be noted that France has an
extensive tax treaty network.

The tax year
2 The French tax year runs from 1 January to 31 December.
Methods of calculating tax

3 Each category of income is combined and, after deduction of allowances,
is taxed at progressive rates. An example is set out in Appendix A.

4 Total income is split according to family status: 'the more children you
have, the less tax you pay.” Under income-splitting rules, total taxable
income is divided by the number of shares awarded to the taxpayer: one
share for a single person, two shares for a married taxpayer without
children, half a share for each of the first two dependent children and one
full share for the third and each subsequent child. Thus, the income of a
married taxpayer with three children is split into four.

5 However, the tax saved from income splitting is limited depending on the
net taxable income of the tax household (please refer to Appendix B).
Figures vary for married taxpayers and for single and divorced taxpayers
with dependent children.

6 With the combination of income-splitting rules and progressive tax rates,
the top marginal tax rate begins at a net annual taxable income of
€ 69,505 for a single person and at € 139,010 for a married couple.
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Please note that global income tax under €61 is not collected by the tax
authorities.

7 French employers do not deduct withholding tax on salaries paid to
French tax residents. Tax is deducted at source for non-residents, as
outlined in paragraph 21 below. However, French employers must
generally withhold French social security contributions, a general social
security tax (‘Contribution Sociale Généralisée') and a contribution to the
reimbursement of the social debt (‘Contribution au Remboursement de la
Dette Sociale').

Husband and Wife

8 Married taxpayers are generally required to file a joint income tax return
stating the aggregate world-wide income of the husband, the wife and
dependants, unless a tax treaty provides otherwise.

9 For French tax purposes, a dependant may be a child under 18, a child
between 18 and 21, a child between 21 and 25 if in full-time education or a
disabled person regardless of age.

Under specific conditions, a dependant may also be a disabled person,
living in the same house but who is not necessarily a member of the family.

Determination of residence
10 An individual is deemed to have his tax domicile in France if:

e he has his home in France or, if he has no home in France or abroad,
France is the place of his principal abode; or

o France is the place where he performs his principal professional
activity; or

« France is the centre of his economic interests.

Only one of these criteria needs to be met in order to qualify as a French
tax domiciliary. Unlike certain other jurisdictions, being considered
domiciled in France does not reflect the intention to return to or remain in
France; rather, it is a synonym for tax resident.
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11 If an expatriate working in France is considered to be a resident in both
France and the home country, reference is made to the relevant tax treaty,
if any, to determine the country in which the individual will be regarded as
resident.

12 Most tax treaties signed by France consider the following items to be
relevant in determining the place of residence:

e apermanent home;
e personal and economic relations (centre of vital interests);
e an habitual abode;
e nationality.
These criteria are analyzed successively in descending order of priority.

13 For French exchange control purposes, a non-French national qualifies
as a resident when the place of his principal abode is in France.

14 As far as exchange control regulations are concerned, French residents
and non-residents must declare to the French customs authorities any
transfer of funds exceeding € 10,000 into or out of France, with the
exception of bank transfers for which the reporting requirements are the
responsibility of the financial institution.
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Step 2
Understanding the French tax system
Taxation of employment income

15 Employment income is widely defined and includes all employment
benefits provided by the employer, whether in cash or in kind.

In addition to salary, taxable employment income includes bonuses,
commissions, overseas adjustments, cost of living allowances, housing
allowances, tax reimbursements and the private use of a company car.

Benefits-in-kind are, as a general rule, included in income at market value.
The following are exceptions:

o reimbursements of travel costs incurred by an employee exclusively
for business purposes and furniture removal expenses are generally
both fully non-taxable;

e a cash lump sum provided by an employer to compensate the
employee for housing costs is assessed in full for income tax
purposes, although housing (rented or owned by the employer)
provided to the employee is subject to special rules. In this case, the
taxable benefit is assessed, not at the actual cost of the rent, but at
the fixed rates provided by the French social administration
(depending on the level of remuneration as well as the number of
rooms) or, upon election by the employer, at the rental value used by
the Tax Authorities to levy local taxes. In order to qualify, the
expatriate must not be a managing director of the company owning or
renting the dwelling;

e However, “expatriates” allowances may be fully exempt from French
personal income tax according to the special expatriate tax regime
applicable (see paragraph 21).

e 16 Salaries and other related benefits are taxed after deducting
employee's mandatory social security contributions and after a
standard allowance for professional expenses equal to 10% of
taxable employment income (up to € 13,893 for 2008).



LANDWELL & Associfs

foces PRICEWATERHOUSE(QOPERS

17 An employee may elect to deduct actual professional expenses incurred
instead of the 10% standard deduction but, in this case, all expenses
reimbursed by his employer must be added back to his taxable salary.

18 Qualifying professional expenses include certain commuting expenses,
meals taken while away from home and professional documentation.

19 Professional advice should be sought before any option is elected to
deduct actual expenses since various conditions must be met to ensure
deductibility.

20 Non-residents liable to French personal income tax on employment
income are subject to withholding tax. After deducting mandatory French
employee social security contributions and the standard 10% salary
deductions, employment income is subject to withholding tax at source by
the employer at the rates of 0%, 12% and 20%. The 12% withholding tax is
a final non-refundable tax. Non-residents are nevertheless liable to French
iIncome tax (resident rates) on the portion of the remuneration subject to
the 20% band. If the resulting tax is higher than the 20% withholding tax,
the 20% withholding tax levied by the employer is offset but an additional
income tax is due by the employee. If the resulting tax is lower, the total
withholding tax is the final tax liability of the employee. Under certain
conditions and in very limited cases, refunds of withholding tax can be
claimed.

Special expatriate income tax regimes

21 Special income tax regime for assignees into France (Article 81B of the
French tax code): This regime is available to employees of foreign
companies who were assigned to France as from 1% January 2004, and
were not considered as a French tax resident during the five calendar
years preceding the year in which their assignment in France began. For
assignments which started between 1% January 2004 and 31* December
2004, individuals had to be considered as non-French tax resident for the
ten years preceding that in which their assignment started.

Under Article 81B, additional foreign allowances connected with the
assignment (referred to as an “assignment premium”) are, under certain
circumstances, totally exempt from French personal income tax.
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The tax free premium must be provided in the contract before the start of
the assignment.

However, the gross taxable basis (excluding the foreign allowances)
cannot be lower than the remuneration paid in France for equivalent
functions by the host company or similar companies established in France
(the “French reference salary”).

Only the additional remuneration over the French reference salary is tax
exempt.

In any case, this tax exemption should be carefully reviewed and is limited
to five years as from the year of arrival.

In addition, for assignments to France which started between 1% January
2005 and 31° December, 2007, another tax exemption can be added to the
assignment premium system. This additional tax exemption is available
upon election to the same individuals benefiting from the assignment
premium exemption and enables them to exclude from French taxation the
portion of remuneration relating to professional activities performed outside
of France. Nevertheless, the tax-exempt remuneration corresponding to
these foreign duties cannot exceed 20% of the net taxable remuneration
(excluding the assignment premium).

22 New inbound assignee regime (Article 81C of the French tax code): This
new regime came into force on 6™ August 2008 and is applicable as of the
2008 French income tax year. It applies to employees assigned to France
by their foreign employer as from 1°' January 2008 or to employees directly
recruited abroad by a French company as from 1% January 2008. In both
cases, the individuals must not have been French tax resident during five
calendar vyears preceding the vyear of beginning of their
assignment/employment in France.

Under this new regime, individuals assigned to France by their foreign
employer can benefit from a French income tax exemption in relation to
salary supplements connected with their assignment.

For employees directly recruited abroad, the new regime would offer an
option with regards to the tax treatment as follows:

- the exemption of the actual amount of salary supplements received; or

8
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- in the event that there are no such salary supplements, upon election, a
flat rate exemption of 30% of the total remuneration.

The new regime still provides for a “floor” of reportable compensation (i.e.
the taxable compensation cannot be lower than the taxable remuneration
paid for a similar job in the same or a similar company established in
France).

It also maintains an exemption of part of the remuneration based on
foreign workdays. However, the total exemption (i.e. on salary
supplements — actual or not — and foreign workdays) is limited to 50% of
the total remuneration or the individual can elect for an exemption of
French tax connected with foreign workdays limited to 20% of the taxable
remuneration.

The availability of this new inbounds regime is limited to five years as from
the year of arrival.

In addition, this new legislation cannot be cumulated with the regime
available to French outbounds (see paragraph 24).

A tax instruction (administrative announcement from the French
Administration) should comment on these provisions in the near future.

Since these tax regimes remain very specific, we would recommend that
you seek professional advice before making a claim on your French
income tax return.

23 “Headquarters” tax regime: certain expatriates who cannot benefit from
the above “inbound regimes” (or for whom a claim under these provisions
might not be beneficial) may be able to claim a full exemption in respect of
certain “expatriate” allowances (please refer to appendix C), providing they
do not stay in France more than 6 years as salaried employees and
providing they were not regarded as French tax residents in the year
preceding their transfer to France. In particular, the reimbursement by the
employer of tuition fees for dependant children enrolled in either primary or
secondary schools may be tax exempt.
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24 “French outbounds” regime (article 81A of the French tax code):
Specific regimes were created for French nationals maintaining their tax
residence in France and assigned by their French employer to carry out
part of their professional activity out of France. As from 1% January 2006,
these regimes are extended to any employee considered as a French tax
resident and assigned by an employer who is established in a State of the
European Union or of the European Economic Area and which has signed
a tax treaty with France which includes provisions relating to administrative
assistance.

Thus, a per diem allowance for business trips made out of France
exceeding 24 hours may be allocated by the employer to an employee and
attract a favorable tax regime providing that certain conditions are met. In
particular, the “Travel Hardship Allowance” must be determined before the
professional activity abroad starts; the amount must remain within a limit
which is compatible with total compensation, the number and the duration
of business trips abroad, etc. and cannot exceed 40% of the
compensation.

If the relevant conditions are met, this per diem allowance is not taxable
but taken into account to determine the average tax rate applicable to
other income fully taxable in France.

In addition, other tax exemptions could be considered when:

- tax paid in the foreign country equals at least two-thirds of the income
tax that the individual would have paid in France on the same income ;
or

- specific activities enumerated in the French Tax Code are performed, if
the presence abroad extends more than 183 days in a 12-month period
(120 days for business prospecting).

Taxation of self-employment income

25 Profits or gains derived from trades, professions or vocations carried out
in France are subject to tax regardless of whether the individual is resident
of France. If the individual is resident in France, a liability may also arise on
profits or gains on activities carried out abroad unless tax treaties provide
otherwise.

10
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Non-salaried individuals may also benefit from the new “inbound” regime
under certain conditions and within certain limitations.
Professional advice should be sought at the earliest possible stage.
Taxation of investment income

“‘New inbound” tax regime: inbound assignees who benefit from the “new
inbound” regime can exempt 50% of the amount of the following income,
under certain conditions, which mainly relates to the geographic situation of
the paying entity:

¢ Interests and dividends;

e Royalties;

e Capital gains; and

¢ Industrial and intellectual property gains.

26 Generally, a French resident is liable to French income tax on
investment income, whether from French or foreign sources. Taxable
investment income qualifies as ordinary income and, as such, is taxed at
progressive tax rates.

A tax exclusion of 40% of the gross dividend is applicable and a small tax
exclusion for dividends (€ 1,525 for single taxpayer and € 3,050 for married
taxpayers) is added to the above exclusion. In addition, a tax credit of 50%
of the gross income will be granted but limited to €115 for a single taxpayer
and to €230 for married taxpayers.

This system of exclusion and tax credit is now also applicable to dividends
paid by foreign companies located in States with which France has signed
a tax treaty.

For dividends and for certain fixed-return investments, French tax residents
may elect tax to be withheld at source at the time of receipt, and not to be
subject to any further taxation (‘prélévement libératoire'). This income must,
nevertheless, be reported on the personal income tax return.

11
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This option can also be exercised by French tax residents when the payor
is located in the European Union (excluding Liechtenstein), in Norway and
in Iceland. This option must be applied in a 15 day period following the
payment of the income and cannot be changed.

28 Appendix D gives examples of marginal rates of taxation on several
items of income.

Mise en forme : Puces et

29 Rental income is taxed as ordinary income after deducting actual® '{numéros

expenses borne by the landlord such as mortgage loan interest,
management expenses, repairs, property taxes as well as insurance
expenses. However, no actual depreciation cost will be taken into account
(except for specific investments).

Nevertheless, when the tax household receives annual rental income (not
relating to specific type of investments) lower than € 15,000, the gross
income must be directly reported on the tax return and is taxed after
deduction of a fixed allowance of 30% corresponding to expenses.

Alternatively, the tax household may opt for the determination of rental
income taking into account actual expenses paid (instead of the 30% flat
rate deduction). This election is made through the filing of the annual
personal income tax return and cannot be revoked for a three year period.

Rental losses (generally due to repairs), with the exception of interest on
loans, are creditable against other income up to a limit of € 10,700.
Depending on the nature of the property, rental losses exceeding this limit
are creditable against rental income only and can be carried forward for ten
years following the year in which the loss is incurred.

Capital gains tax

30 Generally, capital gains derived from the sale of a principal residence
are tax-free. In addition, the capital gain realized on the sale of a secondary
residence is tax free if the sales price is less than €15,000 or if the
residence has been owned for more than 15 years.

The net gain is taxed at a flat rate of 28.1%, also applicable to capital gains
on sales of shares.

The declaration of this capital gain as well as the payment of the related
personal income tax are made directly through the notary.

12
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The principles above are applicable to French tax residents and to
nationals of European Union States as well as Norway and Iceland.

In addition, the capital gain relating to the sale of a property in France may
be tax exempt providing, in particular, that the individual was previously
considered as a tax resident for at least two years and that he had the
residence at his disposal at least as from 1% January of the year preceding
the year of sale.

The exemption is limited to two properties per tax household providing that
specific conditions are met (in particular, the sale of the second property
must be made 5 years after the tax exempt sale of the first property and
must concern the sole property in France).

Part of the exemption would also be extended to nationals of non-EU
States which have included a non-discrimination clause in their tax treaty
signed with France.

31 Capital gains are taxed only to the extent that the annual amount of
gross sales proceeds of the tax household exceeds the relevant threshold.

32 A threshold of € 25,000 is applicable to the annual sale of all shares for
2008 (€ 25,730 for 2009).

33 If the annual proceeds exceed the threshold, even by one Euro, a fixed
30.1% tax (capital gains tax, CSG and CRDS surtax and 3.4% social tax) is
due on the full capital gain realized.

34 In addition, from 1% January 2006, a deduction is granted equal to one-
third of the capital gain for every year after the sixth year that the individual
has held the stock. This will lead to a complete exemption from income tax
for stock held over eight years. However, this exemption only applies to the
income tax component (18%) while the social surtaxes remain due.

35 Capital losses on the sale of shares for gross proceeds over € 25,000 (€
25,730 for 2009) are creditable against capital gains of the same nature.
These losses can currently be carried forward for a ten-year period
following the year in which the loss is incurred.

13



LANDWEI_L & Associfs

pvocats: DRICEWATERHOUSE(COPERS

36 Taxpayers may invest in a special savings plan called a 'Plan d'Epargne
en Actions' ('PEA") under which profits and capital gains realized within the
scheme are exempt from French personal income tax, provided that the
savings are not disposed of within a five-year period and additional
conditions are met. The maximum investment is €132,000 per taxpayer
(i.e. €264,000 for a married couple which is allowed to own two PEAS).

37 This scheme is not available to non-French tax residents. Therefore,
when leaving France, the account will be automatically closed with no
personal income tax penalties. However, the CSG, the CRDS and the 3.4%
social tax are due.

Double taxation agreements

38 If exemption from French income tax is available under a treaty, it is
sometimes calculated under the ‘exemption with progression’ (EWP)
method. The average rate of French tax on total income (including any
income exempt from French income tax under the treaty) is first determined
and then that average rate is applied to French taxable income. Therefore
French tax savings on excluded foreign income are generally only at an
individual's average rate on all income, rather than at the marginal rate.

39 Under renegotiated tax treaties including those signed with Germany,
Sweden, ltaly, Spain, Switzerland and the United States, the exemption
with progression method is no longer the method used to avoid double
taxation, mainly, on employment income and rental income from foreign
source. A tax credit system now applies under which the foreign income is
subject to French personal income tax and a tax credit is granted
corresponding to the French income tax attributable to this income.

The main practical difference between the two systems is the possibility to
deduct from the net taxable basis under the ‘exemption with progression’
the amount of actual tax borne in the State where the income is fully
taxable.

Social security taxes

14
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40 The French social security system is composed of various schemes
providing a wide range of benefits. Please refer to appendix F for standard
mandatory contribution rates.

41 This system includes social security itself (sickness, maternity, disability,
death benefits and old age pension), unemployment benefits, compulsory
complementary retirement plans, complementary death risk insurance and
health care plans.

42 The contributions are shared between employer and employee; on
average the employer's share of contributions represents 45% of the gross
salary, the individual's share 15% (excluding ‘CSG’ & ‘CRDS’, see
paragraph 53).

43 However, since the contributions are assessed using various ceilings,
the average rate will decrease as the gross salary increases.

44 Generally, for any employee who carries out a salaried activity in
France, the employer withholds the employer's and employee's share of
French social security charges. However, France has entered into
agreements with more than 40 countries whereby expatriates temporarily
transferred to France may remain under home country social security
schemes.

45 An European Union (EU) national temporarily assigned by a foreign
company to work in France may, under certain conditions, remain subject
to the social security scheme of his home country, provided the duration of
the transfer does not exceed 12 months, renewable once.

46 An employee may benefit from this scheme for a longer period (normally
a total of five years), if certain conditions are met.

47 According to the France-US social security agreement, US employees
can continue to benefit from their home social security system, provided
the duration of the transfer is not expected to exceed five years. This
applies where the employee can show that he has been sent by his
employer from the United States to France and will remain subject to US
social security (‘FICA’) and can demonstrate to the satisfaction of the
French authorities that he has adequate private medical coverage in the
United States.

15
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48 If an expatriate is not on the payroll of a French resident company and
is liable to French social security taxes, he is responsible for the payment
of social security taxes. This so-called employer-employee regime applies
the same standard rates and rules as for an employer established in
France. Please consult your tax advisor for further information.

49 Generally speaking, compulsory contributions to the French social
security schemes paid by an employee are fully deductible for French
personal income tax purposes.

50 However, there is a limit on contributions paid to compulsory and
optional provident plans and pension plans by both employers and
employees.

The excess contributions over the legal limits may be re-characterized as
taxable income. Thus, that part of the excess attributable to an employee's
contributions is not deductible from his taxable employment income whilst
that part attributable to the employer constitutes a taxable fringe benefit for
the employee.

51 There is a comparable rule from a social security point of view which
may increase both the employer's and employee'’s liability.

Given the complexity of this issue, please contact your tax advisor for
further advice.

52 Contributions made to foreign social security systems are also
deductible for French personal income tax purposes for taxpayers
qualifying under the provisions applicable to expatriates in France
(mentioned above in paragraph 22) as well as for individuals who are
seconded after 1% January 2004 under EU regulation no. 1408/71 or a
social security agreement signed by France.

In addition, deduction of contributions made to foreign supplementary
health/disability and pension funds are allowed for taxpayers qualifying as
expatriates under the law applicable to expatriates effective 1% January
2004.

Nevertheless, these funds must comply with specific conditions in order to
be considered deductible. We recommend contacting our experts to
determine whether the foreign plan contribution qualifies for tax
deductibility.

16
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Also, in accordance with the new regime for “inbounds”, the compulsory
registration with the French social security system for those who work in
France does not apply to the State pension schemes provided that certain
conditions are fulfilled. The exemption is granted once per assignee and is
for a limited period of three years, with a possible extension of three years.

17
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Generalized social security tax (‘CSG’) and Contribution to the
Reimbursement of the Social Debt (‘{CRDS’)

53 French tax residents are liable to these levies assessed on 97% of their
gross employment income. These levies are also due on 100% of other
types of income a French tax resident may receive. The ‘CSG’ rate is 7.5%
and the ‘CRDS’ rate is 0.5%.

54 The ‘CSG’' and ‘CRDS’ taxes are also due on French rental and
investment income. The ‘CSG’ on French rental and investment income
rate is 8.2% and the ‘CRDS’ on French rental and investment income rate
is 0.5%.

An additional social tax of 2.3 % is due on French rental and investment
income. Furthermore, a new 1.1% social tax called the “RSA” was recently
passed applicable to 2008 rental and investment income.

Consequently, the rate of all social taxes on French rental and investment
income is 12.1% for 2008.

55 These levies are not deductible for French personal income tax
purposes, except for 5.1% of ‘CSG’ tax on salaries and for 5.8% of ‘CSG’
on rental income and investment income subject to French progressive
income tax rates.

56 ‘CSG' on investment income exempted from French personal income
tax gives rise to personal income tax deductibility. ‘CSG’ tax on capital
gains and on income qualifying for withholding tax at source as a final
payment (fixed return investment or French bonds, for example) is not
deductible from taxable remuneration.

The deduction for employment income is applied to the income subject to
‘CSG’. For example, the deductible ‘CSG’ on 2008 employment income
paid in 2008 will be deductible from 2008 taxable income to be declared in
2009. For passive income, the deductible ‘CSG’ can only be imputed
against the taxable income received in the following year. For example, the
deductible ‘CSG’ on 2008 income will be deductible from 2009 taxable
income to be declared in 2010.

57 These contributions are still considered, in principle, as an income tax
for the application of tax treaties signed by France.

18
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Given the complexity of issues surrounding CSG and CRDS, please
contact your tax advisor for further advice.

Deductible expenses and tax credits

58 Certain specific expenses allow a French resident taxpayer to reduce
the final French personal income tax liability.

59 While some of these qualifying expenses are deductible from total net
taxable income, others can be offset against the personal income tax
resulting from the application of progressive tax rates. These qualifying
expenses are outlined in Appendix E.

19
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Réseau

Step 3
What to do before you arrive in France
Work permits

60 If you are a non-EEA national, you cannot perform a salaried activity in
France without a work permit. A work permit may take the form of either a
temporary work permit or a full work permit.

61 A temporary work permit is required for individuals who are merely
seconded at a company based in France and therefore have no French
local contract of employment with the host company. The temporary work
permit would be issued for a twelve-month period, renewable for the
duration of the mission (maximum 2 to 3 years). Under this status, you can
benefit, under certain conditions, from a social security agreement between
France and your home country allowing you to remain under your home
country’s social security scheme while in France.

62 If you are considered as employed in France under a local employment
contract (i.e. you will be reporting to a hierarchical superior in France or
you exercise high level functions for the French company, regardless of
whether you have a written French employment contract), a full work permit
should be requested. This type of permit would normally be issued for the
duration of your French contract of employment. Under this status, if you
fulfill the conditions, you can benefit from a social security agreement
between France and your home country, up to the duration of the said
agreement.

63 If you are a non-EEA national, the entity based in France must complete
a work permit application file at least two to three months before your
arrival in France, using guidelines issued by the French immigration
authorities. The entire file must be sent to the French authorities, together
with supporting documents. A permit should be available in about two to
three months.

64 If you are an EEA national (except Bulgarian and Romanian nationals),
you are exempted from a French work permit.

Residence permits
20



LANDWEI_L & Associfs

pvocats: DRICEWATERHOUSE(COPERS

65 A residence permit is generally required for non-EEA nationals who plan
to stay in France more than three months. If you are a non-EEA national
seconded to France or considered as French employed but benefiting from
a social security exemption in France, your temporary residence permit will
be issued for a twelve-month period, renewable as long as you remain
under a valid certificate of coverage for social security purposes and your
contract is still in force.

If you qualify as an employee of a French company and are not exempt
from social security in France, your temporary residence permit will be
issued for a one-year period renewable.

66 For non-EEA nationals, a full residence permit could be valid for ten
years and allows an individual to perform a salaried or non-salaried activity.
This permit is granted only to individuals who can prove, inter alia, an
uninterrupted previous residence in France of at least five complete years.

Importing personal possessions

67 If you are an EU national, you may import a car duty-free if owned by
you for at least six months. You may import other possessions duty free if
these possessions have already been used for a certain period of time. If
you are a non-EU citizen, you must own a car for 12 months and other
goods for six months. An inventory of goods imported must be filed in
duplicate.

68 All tax-free goods imported by non-EU citizens must be kept for at least
a 12-month period from the date of importation.
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Step 4
What to do when you arrive in France
Registration

69 As an expatriate, you are not required to register with the French tax
authorities on arrival in France.

Social security obligations

70 Usually, a French employer will undertake the registration formalities
with the social security authorities on behalf of an employee. If you remain
covered under your home country social security schemes, you must have
a certificate of coverage issued by the competent authorities. Depending
on the expatriate's normal place of employment, immigration status and the
social security treaty applicable, such certificates (some non-EU states, for
example) may not exempt the expatriate and his employer from
contributing to the French unemployment fund.
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Step 5
What to do at the end of the tax year
Tax return

71 French tax residents (French citizens and all other nationals) must
generally file an income tax return by 31% May of the calendar year
following that during which income was earned. Under certain
circumstances the tax return may be filed via e-mail using the web site of
the French Ministry of finance.

72 For non French tax residents, the deadline is 30" June of the calendar
year following that during which income was earned for residents of States
located in Europe, Africa, North America and Mediterranean coast and 15
July for residents of States located in South and Central America, Asia and
Oceania.

73 The main French personal income tax return (Form no. 2042) must be
filed together with specific tax returns relating to particular categories of
income. In particular, a specific return (Form no. 2047) must be used to
declare income from foreign source.

Additional filing time is granted under certain circumstances to taxpayers
performing certain industrial, commercial or agricultural activities.

74 No income tax is paid in the year of arrival in France (except for non
French tax residents liable to tax withholdings — see paragraph 20)

Tax bill

75 You must pay tax when a tax bill is issued, except for most installments
(see paragraph 75) which must be settled even in the absence of issue of
the corresponding tax bill. The final tax bill is sent to you during the
summer or fall of the year following the year of your arrival in France.

Payment of tax due
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76 If you have been already liable to French personal income tax the
previous year (income tax on 2007 income), installments must be paid by
15" February and 15" May 2009 (toward the income tax liability due on
2008 income). Each installment amounts to one-third of the income tax
paid in the preceding year i.e., based on your 2007 French personal
income tax liability. A tax bill will then be issued during summer or fall 2009,
indicating the balance of 2008 tax due.

77 Please note that amounts in excess of € 50,000 must be paid to the
French tax authorities by wire transfer.

78 The French system allows French tax to be paid on a monthly basis
upon request. Monthly payments are equal to 1/10th of the prior year's
income tax liability but an adjustment is possible under certain conditions.
The balance of personal income tax is paid in November and December.
Payment of income tax by 'prélevements mensuels' must be requested in
writing by the taxpayer as the installments are withheld directly from the
individual's bank account.

First and last year in France

79 Allowances and annual progressive tax rates apply in the same way to
part-year and full-year tax residents.

80 Because of French income-splitting rules, a married taxpayer with
children may not reach the maximum marginal tax rate (40% for 2008
income) in the first year in France.

81 When a French tax resident leaves France during the course of a tax
year, he remains liable to French personal income tax on the aggregate of
world-wide income earned as a French tax resident and also his sole
French-source income earned as a non-French tax resident, subject to the
provisions of an applicable tax treaty.
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Step 6
What to do when you leave France

82 All of the departure-related tax obligations have been cancelled for
individuals leaving France as from 1% January 2005 and a French tax
return must be filed by the normal deadlines.

83 In addition, personal taxes (i.e. personal income tax, CSG and CRDS
surtaxes and habitation tax) must be paid by the normal deadlines (see
paragraph 76 and 77).

84 A tax clearance certificate (‘Quitus fiscal' or 'Bordereau de situation
fiscale') can be issued upon request.

Nevertheless, since a departure from France may create practical tax
issues (e.g., change of the address, follow up correspondence with the tax
administration, payment requests, etc), we recommend contacting our
offices before leaving France.
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Step 7
Other matters
Gift and inheritance tax

85 French inheritance or gift tax may be due by beneficiaries of gifts or
inheritance.

86 If the deceased or the donor is a tax resident of France, tax will be due
in France on world-wide assets transmitted,

If the deceased or donor is not a tax resident of France, tax will be due on
world-wide assets transmitted to the donee if the donee has been a tax
resident of France for at least six out of the last ten years.

Regardless of whether the donor or donee is a tax resident of France, tax
will be due on all personal and real property located in France.

Please note that tax treaties addressing inheritance and/or gift tax may
modify the tax results described above.

87 Inheritance tax is levied on assets at their fair market value, with
allowances taking into account the relationship between the deceased and
the beneficiary. Debts existing at the time of death are deductible in full.

88 Inheritance tax is levied according to tax schedules which vary
depending on the family relationship between the beneficiaries and the
donor or deceased.

89 Since a new French law entered into effect 22" August 2007, no
inheritance tax is due for inheritance open since 22" August 2007 between
spouses (or partner of a PACS) and for inheritance between brothers and
sisters living together under specific conditions.

90 Progressive tax rates ranging from 5% to 40% (i.e., marginal rate
applicable to the portion of assets exceeding €1,700,000) applies after a
rebate of € 151,950 (€ 156,357 for 2009) when beneficiaries are direct
dependents.

91 Between non-related parties, the rate is 60% after an allowance of
€1,520 for 2008 (€1,564 for 2009) granted to each beneficiary. This
allowance is not applicable in case of gifts.
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92 Gift tax is subject to the same standard rules. However, there are some
differences. Debts in relation to the property transferred are not deductible
and if the donor pays the gift tax himself, this is not considered to be a
taxable benefit.

93 In addition, a favorable tax regime is granted for gifts made during the
lifetime of the donor.

94 A reduction of 35% or 50% of the gift tax (depending of the nature of the
asset) is provided if the donor is less than 70 years old. The reduction is
limited to 10% or 30% when the donor is over 70 years old and under 80
years old.

95 It must be noted that parents can grant tax-free gifts to their children
every six years up to a maximum limit of €151,950 per child for 2008
(€156,357 for 2009), €76,988 per spouse for 2008 (€79,221 for 2009), and
€30,390 for grand-parents to grand-children for 2008 (€31,271 for 2009).
These allowances are reviewed each year.

Local rates

96 A habitation tax or 'taxe d'habitation’ is levied on any individual who
occupies a dwelling on 1 January, even if he is not the owner. The tax is
levied on a deemed rental value and specific deductions are granted
according to the number of dependent children. There is also a property
tax, 'taxe fonciére’, to be paid by the owner of a dwelling.

Wealth tax

97 Individuals who qualify as tax residents of France on 1% January of a
given year are liable to wealth tax on their world-wide assets, unless
otherwise provided by a tax treaty.

98 Non-residents of France are only liable to tax on assets located in
France; financial investments located in France are generally not taxable.

99 This tax is only due if net wealth exceeds €790,000 (2009 tax year) on
1% January of that year.

100 Rates are progressive from 0.55 %, after an allowance of €790,000 to
1.8 % for net wealth in excess of €16,480,000.
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101 Various exemptions are provided, including under specific conditions
assets regarded as professional. A wealth “tax shield” is applied under
various conditions, when the amount of income tax and net wealth tax
exceeds 85% of income received the preceding year (see paragraph 114).

102 Unlike French personal income tax, wealth tax is determined by the
taxpayer and paid on filing the return, normally by 15" June of the relevant
year (deadline applicable for French tax residents — the deadline will be
15" July for European tax residents and 1% September for tax residents of
other countries including Monaco).

103 Citizens of certain countries such as Sweden, Germany and the United
States are fully exempt from wealth tax on non-French assets for the first
five years of residence in France.

104 New Inbounds regime: Providing that an inbound assignee was
regarded as a non-French tax resident for the 5 years preceding his arrival
in France, the assignee’s assets situated outside of France are exempt
from French wealth tax until 31%' December of the fifth year following the
year of arrival in France.

3% annual property tax

105 Any company based in France or abroad which directly or indirectly
owns property located in France which is not involved in an industrial or
commercial activity falls within the scope of the annual 3% property tax.

Companies may benefit from an exemption by fulfiling certain
requirements, e.g., an annual return or a commitment to provide the French
tax authorities with information concerning the property and their
shareholders.

Stock option plans

106 French law offers favorable tax and social security treatment of
qgualifying stock subscription or purchase options on both French and
foreign stock.

A stock option plan qualifies in France if certain corporate law requirements
are fulfilled.

Grant of the option
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107 The grant of the option to the beneficiary remains exempt from French
personal income tax as well as French social security contributions.

Upon exercise of the option: social security and personal income tax
event

108 For qualified plans, there is no income tax due upon exercise with one
exception: any “excess discount” (grant price less than 95% of the average
price over the 20 trading days preceding the grant).

The excess discount (over the authorized 5%) would be offset against the
taxable basis of the subsequent taxable acquisition gain.

Upon stock disposal

109 The sale gain (i.e., the difference between the sales price and the fair
market value of the shares at the date of exercise) is never subject to
social security contributions and is taxed as a capital gain at the global rate
of 30.1% (including surtaxes) for 2008 French income tax, if annual
proceeds from all sales of shares made by the tax household exceed
€25,000 for sales of shares made in 2008 (€25,730 for sales of shares
made in 2009).

A distinction depending on the date of grant should be made to
determine the tax and social security treatment applicable to the
acquisition gain (i.e., the difference between the option price and the fair
market value of the shares at the date of the exercise).

For options granted before 20™ September 1995, should certain
reporting / holding requirements and a minimum five-year period be
respected between the date of grant of the options and the date of disposal
of the shares by the beneficiary, the acquisition gain will be taxed at the
global rate of 30.1%. If the above conditions are not respected, the
acquisition gain will be taxed as an additional salary subject to personal
income tax (with income averaging), ‘CSG’ and ‘CRDS’ taxes and social
security contributions (both employer and employee share).
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For options granted between 20" September 1995 and 26" April 2000,
should certain reporting / holding requirements and a minimum five-year
period be respected between the date of grant of the options and the date
of disposal of the shares by the beneficiary, the acquisition gain will be
taxed at the global rate of 42.1%. The taxpayer may elect to be subject to
personal income tax (progressive tax rates) as compensation. If the above
conditions are not respected, the acquisition gain will be taxed as an
additional salary subject to personal income tax at progressive rates (with
the benefit of the quotient rule), ‘CSG’ and ‘CRDS’ surtaxes and social
security contributions (both employer and employee portion).

For options granted as of 27" April 2000 the minimum holding period to
benefit from social security exemption and favorable tax treatment is
reduced to four years between the date of grant of the options and the date
of disposal of the shares. If the specific reporting requirements are fulfilled,
the favorable tax treatment depends on whether a two-year holding period
is fulfilled after both (i) the expiration of the four year period (i.e., minimum
six years), AND (ii) the date of exercise of the options.

If only the initial four year holding period is fulfilled but not the additional
two year holding period, the acquisition gain (less any excess discount) is
taxed at a global rate of 42.1% (including surtaxes) on the portion of the
annual acquisition not exceeding €152,500, and 52.1% (including surtaxes)
on the portion of the annual acquisition gains above €152,500.

If both the initial four year holding period AND the additional two year
holding period are fulfilled, the acquisition gain (less any excess discount)
is taxed at a global rate of 30.1% (including surtaxes) on the portion of the
annual acquisition gains not exceeding €152,500, and 42.1% (including
surtaxes) on the portion of the annual acquisition gains above €152,500.

The taxpayer may elect to apply the progressive individual income tax rates
if they are more advantageous.

If the above holding periods and/or reporting requirements are not fulfilled,
the acquisition gain will be taxed as additional salary subject to personal
income tax at progressive rates (with the benefit of the quotient rule), CSG
and CRDS surtaxes and social security contributions (both employer and
employee portion).

For options granted as of 16" October 2007 the tax treatment is the
same as for options granted as of 27" April 2000 (see above) but a
social contribution has to be added at a rate of 2,5%.
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In addition, all rates indicated above include the CSG and CRDS
surtaxes and the 3.4% levy where applicable. In view of the increasing
complexity of stock option tax treatment in France, we recommend that
professional advice be sought at the earliest possible stage.

Free grant of shares

110 A preferential personal income tax and social security regime
applies to grants of free shares. This regime is similar to that applicable
to stock options.

The regime applies to grants of shares having the following features:
- A vesting period of at least two years, and
- A holding period of the shares of at least two years.

The spread (i.e. the value of the shares at the vesting date) is subject to
42.1% tax global rate and 44.6% for shares granted as of 16™ October
2007 for French tax resident subject to the French social security
compulsory on a mandatory basis.

The sale gain (i.e. the difference between the sale price and the value of
shares upon the vesting date) would be considered as a capital gain
(subject to a 30.1% rate including social surtaxes and a 32.6% rate
including social surtaxes for shares granted as of 16™ October 2007, if
annual proceeds from all sales of shares exceed €25,000 for sales of
shares made in 2008 and €25,730 in 2009).

This new regime applies to French and foreign companies subject to the
French Commercial Code, provided that certain qualification
requirements are met.

Mobility premiums
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111 Exceptional premiums and indemnities paid to an employee in order to
encourage a change of workplace which necessitates a transfer of domicile
or tax residence, qualify for an attractive French personal income tax
planning opportunity.

112 The French personal income tax to be levied on this type of income
requires an initial comparison of the tax due on current year income
excluding the mobility premium and the tax due on current year income
increased by a quarter of the exceptional income. The difference between
these two amounts multiplied by four will be the actual tax due on the
exceptional income. Please note that the number four is used only if the
employee has worked for the preceding four years; if this is not the case,
the number used is limited to the number of years effectively worked.

113 The tax saving may be nil if the taxpayer is already taxed at the top
marginal rate on current year income, excluding the mobility premium.

New inbound regime: the mobility premium may be tax exempt providing
that the conditions described in paragraphs 2 and 22 are fulfilled.

“Tax shield”

114 As from 1% January 2006, a new measure provides that an individual’s
total tax liability, including personal income tax (including social surtaxes),
wealth tax and local property taxes (due on the individual’'s primary
residence only), cannot exceed 50% of last year’'s income.

An individual must ask his tax office for the reimbursement of the taxes
paid in excess of 50% of his income. This reimbursement may be
requested in 2009 for taxes paid in 2008 based on the income received in
2007. Restitution is made by bank transfer (unless the amount is less than
€8).

As from 1% January 2009, the individual can deduct the amount of taxes
paid in excess of 50% of his income directly from his wealth tax, property
tax and dwelling tax.
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Appendix A

Tax computation using 2008 French personal income tax rates

Assumptions

v
v

v

<\

AR NERN

A French resident employee ;

He is married and has two children under 18 years of age - one child in
middle school (college) and one in high school (lycée) ;

He earned €140,000 net income and received €3,000 gross in Italian dividend
income (withholding tax of 15% paid in Italy) ;

He cannot benefit from the new inbound regime;

He paid €5,000 for an employee at home and made support payments to his
parents (in financial need) of €2,000, for which he has the receipts ;

He sold listed shares for €54,000 and realized a €2,200 net capital gain.
He made a donation of €100 to a French association.

He carried out his main residence in France of thermal insulation in the
amount of € 18,000 which falls within the scope of the tax credit for
sustainable development.
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In Euros
Net salary (after deduction of social security)........ 140,000
Less: Standard deductions:
= 10% (maximum 13,893).......cccccecvrerrreenns 13,893
Taxable salary ... 126,107
Add:
Italian dividends ........ccccovveveennccccenrnns 3,009
Less tax exclusions of 50% of the gross amount (3,009)
and of € 2,440 for married individuals
Total taxable iINCOME ..., 126,107
Less: Support payments to parents..........ccoeeueee. (2,000)
Taxable income after deductions .........cccceceeereene. 124,107
Tax thereon:
Income tax (3 shares) (Note 1)......ccceevveverreevcvrerennnn 21,724
- Tax on capital gains (18% X 2,200) .......cccccevureerenn. 396
- Total income and capital gains taX.......cccecvveevne. 22,120
Less: Tax reduction
Employee at home tax credit (2,500)
(Total = 5,000 x 50%)
Student reduction (61 for middle school, 153 for high school) (214)
Tax reduction as a donation to an association (66)
(Total = 100 x 66%0)
Net tax due before tax credits .......cccccvevvvecvrererenee 19,340
Less—Tax credits on dividends........ccccocoeevrvrerennen. (689)
Less — Tax credits on expenses for sustainable development (4,200)
(18 000 maximum 16 800 x 25 %) ’
Total Net INCOME taX.....cceevvrecereesee e 14,451
Social tax on dividends and capital gains ......................... 120
[2,3% x (3,009 + 2,200)]
General social contribution ..............cccovvviiiiiiii, 427
[8,2% x (3,009 + 2,200)]
CRDS ..o 26
[0.5% x (3,009 x 2,200)]
Additional social contribution ................cooiiiii 57
[1.1% x (3,009 x 2,200)]
Total French incometax ........coovvviiiiiiiii e 15,081

Note 1: The method of calculating a household’s income tax liability is first to calculate the tax for two shares and then to calculate the tax for
the actual number of shares, including the children. If the difference between the two calculations exceeds € 2,292 (2008 income) for each
additional child, then the maximum tax reduction per child is limited to € 2,292 for each additional child. If the amount per child is less than
€ 2,292 for each additional child, the actual amount is used in the calculation
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2008 Individual Income tax liability at different salary levels

All figures below are quoted in EUROS

Income Tax

Total net taxable Single Married Married Married

compensation (1) +1 Child +2 Children
35 000 5,038 2,272 1,615 959
40 000 6,538 2,972 2,315 1,658
45 000 8,038 3,672 3,015 2,358
50000 9,538 4,372 3,715 3,058
55000 11,038 5,576 4,415 3,758
60 000 12,538 7,076 5,115 4,458
65 000 14,038 8,576 6,284 5,158
70000 15,587 10,076 7,784 5,858
75000 17,587 11,576 9,284 6,992
80000 19,587 13,076 10,784 8,492
85000 21,587 14,576 12,284 9,992
90 000 23,587 16,076 13,784 11,492
95 000 25,587 17,576 15,284 12,992
100 000 27,587 19,076 16,784 14,492
104 000 29,187 20,276 17,984 15,692
110000 31,587 22,076 19,784 17,492
114 000 33,187 23,276 20,984 18,692
120000 35,587 25,076 22,784 20,492
124 000 37,187 26,276 23,984 21,692
130000 39,587 28,076 25,784 23,492
134 000 41,187 29,276 26,984 24,692
140 000 43,587 31,175 28,883 26,591
150 000 47,587 35,175 32,883 30,591

@

After deduction of mandatory social security contributions and standard 10% deduction granted by the French tax authorities.
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Réseau

Appendix B continued

Calculating your income tax liability

Income per "part" in Euros  |Gross income tax
Not over 5,852 0
Between:
5,852 and 11,673 (R x 0.055) — (321.86 x N)
11,673 and 25,926 (R x0.14) — (1314.07 x N)
25,926 and 69,505 (Rx0.30) - (5,462.23 x N)
Over 69,505 (Rx0.40)-(12,412.73 x N)

Notes for table:

R = taxable worldwide income

N = number of ‘parts’

Example of French tax calculation:

Married taxpayer + two children (three parts)
Taxable world-wide income: €140,000

Income per ‘part’: €140,000 / three parts = €46,667

Gross income tax: (€140,000 x 0.30) — (€5,462.23 x three parts) =
€25,613

Adjustments to gross income tax:
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The above calculation does not take into account the limitation of the tax
benefit provided by dependant children (limited to €2,292 per half ‘part’ in
most cases).

To calculate this limitation, two calculations have to be carried out:

1) Calculate gross income tax with actual number of ‘parts’ (see above
example — Gross income tax = €25,613)

2) Calculate gross income tax with two ‘parts’ (married), or 1 ‘part’ if single,
widowed, or divorced, less the limitation ceiling (i.e., less €2,292 per half
‘part’).

For example, income per ‘part’: €140,000: 2 = € 70,000

Gross income tax: (€140,000 x 0.40) — (12,412.73 x 2) — €4,584 =
€26,591

If calculation 1) is lower than 2), the limitation applies and the second
income tax figure is applicable

If calculation 1) is higher than 2), the limitation does not apply and the first
figure is applicable

In our example, the second figure is applicable.
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Appendix C

Tax-free benefits for expatriates in France and/or French
headquarters

Regulations issued by the French tax authorities have allowed the following
benefits to be exempt from personal income tax (A) in the hands of
expatriates assigned to France in general and, (B) those assigned to
French headquarters:

A. Tax-free benefits for expatriates assigned to France (Note 1)

a ‘look-see’ visit by an expatriate and spouse;
storage costs in the home country;

moving expenses to and from the host country;
care-taking cost of home country residence;

car rental at the beginning and end of stay for a maximum period of
two months in each case;

French tuitions for a seconded employee and his family;
emergency trips;
employee and family hotel expenses during the moving period,

double rental possibly incurred at beginning and end of stay in case
of temporary double residences (limited to three months);

cost of technical outfitting of vehicle and car registration;

customs duties and clearing through customs duties;

cost of issuance of a French driver's license;

possible tax consultation to evaluate consequences of expatriation;

agency costs for housing search in France;
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e school expenses of dependent children who attend primary or
secondary private schools to continue education in a foreign
language;

e annual home leave round trip for employee and family members;

e annual round trip to France for dependent children at school abroad
to see their parents.

B. Tax-free benefits for expatriates assigned to French headquarters (Note
2)
The following are not subject to personal income tax in the hands of
expatriates nor to payroll taxes, but are fully subject to corporate tax:

e housing allowances (for the excess cost only);

o tax equalization (for personal income tax, social security
contributions, ‘CSG’ tax and ‘CRDS’ tax).

Note 1 To qualify the foreign expatriate must work in France during a
maximum six-year period and must not have been qualified as a French tax
resident during the year preceding his arrival.

Note 2 French tax authorities define the term 'Headquarters' as a legal
structure whose role is to facilitate the provision of administration,
management and co-ordination services, on behalf of a group of
companies. The expatriate must also meet the conditions set out in Note 1.
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Appendix D
Total levies on selected income

Income tax|CSG |CRDS |Other

levies

Employment income (15) P 7.5% [0.5% |
Rental income (28) P 8.2% 0.5% [3.4%
Dividends Porl18% [8.2% [0.5% [3.4%
(French source) (25)
Interest Por18% 8.2% [0.5% [3.4%
(French source) (25)
Dividends or interest P 8.2% 0.5% [3.4%
(Foreign source) (25)
Capital gains F (18%) 8.2% 0.5% [3.4%
(on shares) (30)
PEA (36)
- less than two yrs 22.5% 8,2% 0.5% [3.4%
- betw. two & five yrs 18% 8,2% [0.5% [3.4%
over five yrs Exempted [8,2% [0.5% [3.4%
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Symbols

P = Progressive tax rates (maximum marginal rate = 40 %)
F = Flat rate of 18%, if annual threshold exceeded

Note

All income considered as taxable in France. Please refer to the paragraph
number in brackets for further comments on the taxable basis.
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Appendix E
Deductible expenses and tax credits
Alimony and child support

Payments of alimony to an ex-spouse, and of child support to children
under 18, made according to the provisions of a court settlement, qualify as
fully deductible expenses.

Support payments made to parents, grandparents, children over 18 or
married children qualify as a deductible expense (with a cap for children),
provided that the beneficiaries are in need, and that the need can be
demonstrated.

Tax credit on expenses for sustainable development

Taxpayers who incur certain major equipment expenses (boiler equipment,
power generation using renewable energy, heating equipment, stormwater
treatment...) on their principal residence in France may benefit from a tax
credit of various amount ranging from 15% to 50 % depending kind of
expenses up to a ceiling of €8,000 for a single taxpayer and €16,000 for a
married taxpayer, plus €400 for any dependant for expenses paid from 1°
January 2005 to 31% December 2012.

Attention should be paid to the type of expenses incurred and the age of
the property, as certain conditions must be fulfilled to qualify for a tax
credit.

Charitable contributions

Charitable contributions (including amounts expressly renounced) made in
France to qualified philanthropic, educational, scientific, social, religious,
political or cultural organizations and to associations authorized to assist
with the creation of companies, companies in difficulty or companies with
under 50 employees as well as to trade unions can be claimed as a tax
reduction up to 66% of actual contributions. Contributions to non-profit
making organizations, recognized as being of public benefit (‘d'utilité
publique'), also qualify for a tax credit up to 66% of actual contributions.
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Limitations on the tax reduction are applicable, based on the net taxable
income of the tax household.

In addition, contributions to associations providing free food to people in
need also qualify for a tax credit of 75% for contributions up to €479.

Child care expenses

Taxpayers (whether single, married, divorced or widowed) who carry out an
employed or self-employed activity are entitled to a tax credit of up to 50%
of childcare expenses incurred for each dependent child under seven
placed at nursery school or with a non-domestic help, up to a ceiling of
expenses of €2,300 per annum.

Schooling expenses

A tax reduction for schooling expenses is granted to taxpayers whose
dependent children study in secondary schools, 'college’, (€61), 'Lycée'
(€153), and university (€183).

Domestic help expenses

A taxpayer who employs housekeeping help can benefit from a tax credit of
50% of the expenses incurred, up to the limit of €12,000 per year (i.e., a
maximum tax credit of €6,000 for 2009) or of € 15,000 for the first year of
employment, increased by € 1,500 per dependent child and dependents
over 65 years old but limited to € 15,000 (or € 18,000 for the first year of
employment). There are specific provisions for invalid taxpayers.

Interest loan to purchase a home in France

Loans concluded as of 6 May 2007 with a financial institution for the
acquisition of the main residence in France give rise to a tax credit of 40%
of the amount of interest paid in the 1st year of reimbursement of the loan.
The tax credit then decreases to 20% of the amount of interest paid for the
4 subsequent years.

The tax credit is limited to an amount of € 3 750 per annum for taxpayers
who are single, widowed or divorced and 7500 € for married couples.
These limits are extended by € 500 per dependent child.
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For new homes purchased on or after 1 January 2009, the tax credit is
40% of the amount of interest paid over 7 years with the same annual
ceilings above. In order to claim the benefit of this tax credit, the taxpayer
should be able to demonstrate that the property purchased is energy-
efficient beyond the level imposed by French law.

Other deductible expenses and tax credits linked with various
investments exist. Our advisors remain at your disposal to discuss
these issues in more detail.
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Appendix F
Social Security contributions (for remuneration from 1 January 2009)
Employer’s Employee’s Annual base from
contributions (%) contributions (%6) 01.01.2009 to 31.12.2009
Social Security

Health Insurance 13.1 0.75 Total salary

Retirement 1.6 0.1 Total salary

Retirement 8.3 6.65 From € 0 to € 34,308

Family allowances 54 - Total salary

Housing fund 0.4 - Total salary

Housing fund 0.1 - From € 0 to € 34,308

Work injury scheme Variable - Total salary

Unemployment funds

ASSEDIC 4 2.4 From € 0 to € 137,232

AGS 0.1 From € 0 to € 137,232

Compulsory retirement funds

ARRCO 4.5 3 From € 0 to € 34,308
AGFF 1.2 0.8 From € 0 to € 34,308
AGIRC 12.6 7.7 From € 34,308 to € 137,232
AGIRC 13 0.9 From € 34,308 to € 137,232
APEC 0.036 0.024 From € 34,308 to € 137,232
AGIRC 12.6 7.7 From € 137,232 to € 274,464
CET 0.22 0.13 From € 0 to € 274,464

Other compulsory contributions

Construction tax 0.45 - Total salary
Apprenticeship 0.5 - Total salary
Training tax 1.6 - Total salary
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International Assignment Contacts

Paris

Olivier Dussarat / Nicole Goulard / Rozenn Hamelet /
Michael Jaffe / Pascale Jouble / Isabelle Mathé /
Georges Morisson-Couderc / Isabelle Savier-Pluyette

Crystal Park

61, rue de Villiers

92208 Neuilly-sur-Seine cedex
Tel: + 33 (0)1 56 57 56 57
Fax: + 33 (0)1 56 57 56 58
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Regional correspondents

Bordeaux

Grenoble

Lille

Arnaud Agostini

179 Cours du Médoc

33300 Bordeaux

Tel : + 33 (0)5 57 10 08 00
Fax:+33(0)557 1007 01/02

Laurent Conio

Immeuble Grenant

3 avenue Doyen Well
38006 Grenoble cedex
Tel: + 33 (0)4 76 84 33 00
Fax: + 33 (0)4 76 84 33 01

Sylvain Gagneux

27 bis, rue du Vieux Faubourg
59800 Lille

Tel: + 33 (0)3 20 06 75 25
Fax: + 33 (0)3 20 06 23 39
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Lyon

Marseille

Montpellier

Louis Bravard

20 rue Garibaldi

69451 Lyon cedex 06

Tel: + 33 (0)4 78 17 81 00
Fax: + 33 (0)4 78 17 81 01

Bernard Liger

Les Docks - Atrium 10-1
10, place de la Joliette
13567 Marseille cedex 02
Tel: + 33 (0)4 91 99 30 30
Fax: + 33 (0)4 91 99 30 31

Michele Anahory

650, rue Henri Becquerel
34000 Montpellier

Tel: + 33 (0)4 99 13 69 50
Fax: + 33 (0)4 99 13 69 51
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Nantes Brigitte Lostis
34, place Viarme
44006 Nantes cedex 01
Tel: + 33 (0)2 51 84 36 90
Fax: + 33 (0)2 51 84 36 99

Rennes Christian Pitron
40, boulevard de la Tour d’Auvergne
CS 36509
35065 Rennes cedex
Tel: +33(0)299 31 7300
Fax:+33(0)299 67 67 35

Strasbourg Philippe Gramling
230, avenue de Colmar
67100 Strasbourg
Tel : + 33 (0)3 90 40 26 24
Fax : + 33 (0)3 90 40 26 26
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