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INTRODUCTION

UHY is an international organisation providing accountancy, business management and consultancy
services through financial business centres in nearly 100 countries throughout the world.

Business partners work together through the network to conduct transnational operations for clients as well as
offering specialist knowledge and experience within their own national borders. Global specialists in various industry
and market sectors are also available for consultation.

This detailed report providing key issues and information for investors considering business operations in
France has been provided by the office of UHY representatives:

UHY FRANCE OFFICES:

1) PARIS

UHY SEMAPHORES (INTERNATIONAL LIAISON OFFICE)
105, avenue Raymond Poincaré, 75116 Paris Cedex 16
France

Phone: +33 (0) 1 45 00 76 00

Website: www.semaphores.fr

2) LILLE

UHY SEMAPHORES

28 place de la Gare 59000 Lille
France

Phone : +3314500 76 00
Website : www.semaphores.fr

3) MARSEILLE

UHY SEMAPHORES

Atrium 10.4, Les Docks Village, 10 Place de la Joliette, 13002 Marseille
France

Phone : +33 (0) 145 00 76 00

Website : www.semaphores.fr

4) MONTPELLIER

UHY SEMAPHORES

71 Place Vauban, 34000 Montpellier
France

Website : www.semaphores.fr
Phone : +33 (0) 145 00 76 00


http://www.semaphores.fr/

5) TOULOUSE

UHY SEMAPHORES

Central Parc 2, 11 Avenue Parmentier, 31200 Toulouse
France

Phone : +33 (0) 1 45 00 76 00

Website : www.semaphores.fr

6) NANTES

UHY SEMAPHORES

9 Rue Eugene Orieux, 44400 Rezé
France

Phone : +33 (0) 14500 76 00
Website : www.semaphores.fr

7) ORLEANS

UHY SEMAPHORES

354 Rue du Faubourg Bannier, 45400 Fleury-les-Aubrais
France

Phone : +33 (0) 145 00 76 00

Website : www.semaphores.fr

8) ROUEN

UHY SEMAPHORES

2 Allée du Québec, 76230 Bois-Guillaume
France

Phone : +33 (0) 14500 76 00

Website : www.semaphores.fr

9) LYON

UHY SEMAPHORES

Immeuble Le Green, 241 Rue Garibaldi, 69003 Lyon
France

Phone : +33 (0) 14500 76 00

Website : www.semaphores.fr

10) LA REUNION

UHY SEMAPHORES

Résidence Milane Champ, 1 Allée des Zinnias, Saint-Denis 97400, La Réunion
France

Phone : +33 (0) 14500 76 00

Website : www.semaphores.fr



Email:

You are welcome to contact Emmanuel Gayte (emmanuel.gayte@semaphores.fr) and Virginie Desbazeille
(virginie.desbazeille@semaphores.fr) for any inquiries you may have.

Information in the following pages has been updated so that they are effective at the date shown, but inevitably
they are both general and subject to change and should be used for guidance only. For specific matters, investors
are strongly advised to obtain further information and take professional advice before making any decisions. This
publication is up to date as in April 2026.

We look forward to helping you do business in France.



BUSINESS ENVIRONMENT

BACKGROUND

Under the 1958 constitution, France is a parliamentary republic.
The president is the head of the state, and he monitors the functioning of the democratic institutions in accordance
with the constitution. The prime minister is in charge of day-to- day policy.

The country is governed by a bicameral parliament. This comprises a House of Representatives (Assemblée Nationale)
elected every five years by universal suffrage and a Senate (Sénat) of directly elected representatives from the regions
and departments.

Metropolitan France comprises 13 regions with a total of 96 departments. The regions, departments or communities
share revenues.

POPULATION

As of January 2026, France had 69,1 million inhabitants, making it the 22nd most populated country in the world and
second in the European Union after Germany.

Three-quarters of the population live in the cities.

Area (metropolitan): 543,000 square kilometres (including Corsica)
Population density 121 inhabitants per square kilometres in metropolitan France



GEOGRAPHY
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CURRENCY
French currency is the Euro (EUR)
LANGUAGE

National language of France is French

THE ECONOMY

SECTORS
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France has undergone a massive shift toward the service sector since 1950: market services now account for nearly
70% of value added, compared to a marginal share in the immediate postwar period. The manufacturing sector, which
dominated until the 1970s and 1980s, has undergone a gradual deindustrialization—stagnant in absolute terms since
2000 and in continuous relative decline. Non-market services (education, healthcare, public administration) grew
steadily, reflecting the expansion of the French social model, before stabilizing under budgetary constraints.
Agriculture, despite its exceptional productivity gains, has become virtually invisible on a macroeconomic scale.



Evolution of gross value added by sector (1950-2024)
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DETAILED ECONOMIC SECTORS (% OF GDP)

Based on a GDP of around EUR 2,980 billion in 2025 and expected growth, France’s GDP in 2026 is estimated at
approximately EUR 3,020-3,050 billion. (Sources: Banque de France — mars 2026)

UNEMPLOYMENT

The unemployment rate is nearly stable, at 7.4% of the active population in Q4 2025, still above still above the
European Union average (6%).

PRICES AND INTEREST RATES

Interest rates in France decreased to around 2.75% in 2025, reflecting the easing monetary policy of the European
Central Bank following the 2024 peak.
Annual inflation stood at approximately +2.3% in 2025, according to INSEE, down significantly from +4.9% in 2023.

FOREIGN DIRECT INVESTMENTS (FDI)

In 2025, France confirmed its position as one of Europe’s leading destinations for foreign direct investment (FDI), with
approximately 1,820 to 1,850 foreign investment decisions, resulting in the creation or retention of around 58,000 to
60,000 jobs.

These figures remain broadly stable compared to 2023 (1,815 projects and 59,254 jobs), highlighting the resilience of
France’s attractiveness despite a more uncertain global economic environment.



Regarding research and development (R&D), France continues to strengthen its position in high value-added activities,
with sustained growth in innovation-driven projects, particularly in technology, healthcare, and energy transition
sectors.

SOURCE COUNTRY PROJECTS JOBS
United States ~300 ~16,500
Germany ~270 ~6,500
United Kingdom ~170 ~4,300
Belgium ~125 ~3,400
Italy ~120 ~2,500
Netherlands ~120 ~1,700
Switzerland ~85 ~5,800

THE FRENCH ECONOMY WELCOMES FOREIGN INVESTMENT

According to data from the French National Institute for Statistics and Economics Studies (INSEE), foreign subsidiaries:
e Provide jobs for 13% of the workforce in France (2,2 millions) (INSEE 2023)
e Generate 21,1% of all turnover in France (INSEE 2023)
e Generate 41% of all French exports (INSEE 2024).

MAJOR EXPORTS

The top exports of France are Planes, Helicopters, and Spacecraft, Cars, Packaged Medicaments, Gas Turbines and
Motor vehicles parts and accessories, exporting mostly to Germany, Italy, United States, Belgium, and Spain.

MAJOR IMPORTS

The top imports of France are Cars, Petroleum Gas, Crude Petroleum, Refined Petroleum, and Motor vehicles; parts
and accessories, importing mostly from Germany, Belgium, Netherlands, Spain, and Italy.

EDUCATION — PRIMARY AND SECONDARY

Education is compulsory and free from the age of 3 to the age of 16; it includes three years of pre-primary education
(in nursery schools), five years of primary education (at elementary school) plus five years of secondary education:
four years at college (lower secondary education) then one year at lycée (upper secondary education).

Pupils can then continue their education through to the last year of lycée and go onto higher education. Access to
higher education is conditioned by passing a State examination, resulting in a national diploma, the “baccalauréat”.

TERTIARY EDUCATION

After the lycée, students choose to pursue either a vocational diploma or an academic diploma.

Vocational diplomas:

The DUT (“dipldme universitaire de technologie”) and BTS (brevet de technicien supérieur) are two-year technology-
oriented degrees. BTS courses are offered by high schools, whereas DUT are awarded by universities. A DUT or BTS

may be followed by one additional qualifying year of study, leading to a “licence professionnelle”.

Academic diplomas:
There are three types of higher education institutions in France: universities, Grandes écoles, and specialized schools.



Universities are public institutions that offer academic, technical, and professional degrees to any student who has
obtained a “baccalauréat” or its foreign equivalent. University study leads to degrees in many fields. Degrees are
awarded at three different levels of achievement, called cycles, within a framework referred to as licence, master,
doctorat (LMD), which is described in the following section.

The Grandes écoles are selective public and private institutions. They are similar to universities, but typically offer a
more specialized three-year course of study, in subjects such as business, public administration, or engineering.
Students are admitted to the Grandes écoles based on their scores on a competitive exam. Before taking this exam,
students must have obtained a baccalauréat, and they often have taken a two-year preparatory course (cours
préparatoires or prépas). Students graduate from a Grande école with a master's degree (master).

Specialized schools are public or private institutions that train students for professional careers in specific fields, such
as art, architecture, social work, or tourism. They offer licence and master’s degrees.

HEALTH CARE SYSTEM

France runs a statutory health insurance (SHI) system providing universal coverage for its residents. The system is
financed through employee and employer contributions, and increasingly by earmarked taxes on a broad range of
revenues. France has three main SHI schemes (i.e. the general scheme, the self-employed professionals’ scheme, and
the agricultural scheme), as well as a variety of other small special schemes. All SHI schemes provide the same
coverage and benefit policies. Funds are pooled at the national level with the possibility of subsidies between
schemes.

BANKING AND FINANCIAL SERVICES
CENTRAL BANK

On 1 June 1998, a new institution — the European Central Bank (ECB) — was set up to implement the single monetary
policy for the euro. Its headquarters is in Frankfurt. The ECB and the national central banks of all the EU member states
together form the European System of Central Banks (ESCB).

The basic tasks of the ESCB are to define and implement the monetary policy of the euro area, conduct foreign
exchange operations under the community’s foreign exchange policy and hold and manage the official foreign
reserves of the member states. It should be noted that, in the field of foreign exchange policy, there is a shared
responsibility.

In addition to the single monetary policy, the ESCB is also responsible for ensuring the smooth operation of payment
systems and for contributing to the effectiveness of the policies implemented by the competent authorities for
prudential supervision of credit institutions and for financial system stability.

The Banque de France is an integral part of the ESCB as defined by the Maastricht Treaty. It participates in the
performance of tasks and achievement of objectives assigned to this system by the treaty.

COMMERCIAL BANKS
The country’s commercial bank category now includes a wide range of institutions:

e Major deposit banks (banques de depots) with extensive domestic and international networks

e Former merchant banks (banques d’affaires) with fewer branches in France but strong links with industry, and
a strong international orientation

e C(Credit Agricole, the largest institution providing banking services and other cooperative and mutual services

e Foreign banks, generally through local branches.



OTHER FINANCIAL INSTITUTIONS

A number of financial institutions in France offer a wide variety of financial services. These include:
e  Savings banks
e leasing companies
e Venture capital firms
e Government-sponsored financial institutions, which provide credit facilities to exporting companies and to
small-and medium-sized businesses for fixed assets financing.

SHORT-TERM FINANCE

Short-term finance is easy to obtain from specialised institutions such as banks:
e Discounting of bills (escompte) is the most commonly used method of finance in France
e Overdraft or loan facilities are sources which are used less frequently in France than in other countries.

Other methods of financing are available such as assignment of debts and factoring

TRANSPORTATION LINKS

France boasts a dense public transport network with high numbers of passengers. The government spent €78.7 billion
on transport in 2024, with 61% for running costs and 39% for investments (Sources:SDES Bilan annuel des transports
en 2024). In turn, French citizens make frequent use of their public transportation system. The Ministere de la
Transition écologique et solidaire (Ministry of Ecological and Solidarity Transition — MTES) oversees public transport
as part of general sustainable development policy.

French transportation is generally of a high standard, meaning it’s easy to get around the country by train, bus, metro,
and more. Furthermore, it has excellent rail and road links with neighbouring countries.

You can make your commute a lot simpler by downloading an app and viewing your options from the comfort of your
phone. There are several apps to help you navigate French public transportation. For example, Citymapper —a popular
public transit app — currently covers eight French cities, including Paris, Lyon, and Marseille (https://citymapper.com/).
You can use the app to plan your journey, find timetables, and check for disruptions. Omio is another great option for
longer journeys — with it, you can compare and book different rail, road, and air fares (https://www.omio.fr/).

There are also France-specific apps available. For instance, if you’re taking a longer trip by train, Société Nationale des
Chemins de Fer Frangais (SNCF) has you covered. Their app, SNCF Connect (available on iOS and Android), provides
integrated maps, live updates, and a journey planner. It’s a great bet if you're traveling by any kind of train, as it covers
the Réseau Express Régional (RER), commuter trains, buses, the Train a grande vitesse (TGV), and Intercity trains. It’s
also possible to view bus routes from the app.

For city-specific apps, check out:
Bonjour RATP — Paris (https://www.bonjour-ratp.fr/)

RTM — Marseille (https://www.rtm.fr/)
Tisséo — Toulouse (https://www.tisseo.fr/)



HOLIDAYS IN FRANCE:

While France observes 11 public holidays each year, only May Day is a statutory holiday in the country. The right to
additional paid holidays and the conditions for working on French national holidays (such as higher pay) are left to the
discretion of the employer-employee contract or union.

Most national days off apply across the country, although the Alsace-Moselle area has two extra public holidays: Good
Friday and Saint Stephen’s Day. The former German territory retained these two extra public holidays when it rejoined
France after World War |.

The two most widely celebrated holidays in France are Bastille Day (14 July) and All Saints Day (1 November).

All employees in France must be given 25 days off per year by law but may negotiate more as part of their package
https://www.cia.gov/library/publications/resources/the-world-factbook/

http://data.worldbank.org/country/

https://www.cia.gov/library/publications/resources/the-world-factbook/

http://data.worldbank.org/country/



https://www.cia.gov/library/publications/resources/the-world-factbook/
http://data.worldbank.org/country/
https://www.cia.gov/library/publications/resources/the-world-factbook/
http://data.worldbank.org/country/

FOREIGN INVESTMENT

EXCHANGE CONTROLS

The acquisition and creation of a French business by a non-resident (an EU resident or otherwise) has been free of
exchange control since 1996.

However, foreign investments in France by non-residents must be reported to the French Treasury under certain
circumstances.

If a non-resident acquires 10% or more of the equity or voting rights in a resident company, or if foreign-held equity
or voting rights in a company rise above the 10% threshold, a return must be filed by a non-resident (for statistical
reasons) with the Banque de France if the amount of the transactions exceeds EUR 15 million.

An administrative return must be filed with the Ministry for the Economy and Finance (Treasury Directorate) for:

1) Investments that create new companies where the investment exceeds EUR 1.5 million

2) Transactions (with no minimum amount) that result in the acquisition of all or part of a line of business, or the
acquisition of a direct or indirect equity interest in (or any other transaction with) a French company amounting
to more than a third of its shares or voting rights (unless the investor already has a majority interest in the
French company).

3) From January 1st, 2019, some key industries such as: aerospace, civil protection, cybersecurity, artificial
intelligence, robotics, some data centres, some semiconductors. Since 2019, the list of sensitive sectors has
been gradually expanded (healthcare, biotechnology, data storage, etc.)

MERGERS AND OTHER REORGANISATION SCHEMES (SPIN OFFS)
Reorganisations and acquisitions can be affected through mergers.

Even though it is a relatively complex and time-consuming procedure, a merger has the advantage of falling
within well-defined tax rules and allowing a comprehensive transfer of assets and liabilities, generally with a
retroactive effect going back to the beginning of a fiscal year.

This is applicable to straightforward mergers, with liquidation of the absorbed company, as well as to a partial
contribution of assets where the contributing company remains in existence. This latter process is often utilized
to transfer a division.

The tax code provides what it terms a ‘favourable system’ (option).

The contributed assets have to be registered in the beneficiary company in accordance with French accounting
regulation (Accounting standard CRC 2004-04):

e For a merger between affiliated companies and for the favourable system to apply, contributed assets are
registered at the net book value
- Inthis case, the favourable system consists in the temporary exemption for the absorbed company

of the net capital gains

- Inreturn, the beneficiary has to fulfil certain obligations to allow the future taxation of the capital
gains (such as a specific declaration of exempted assets in the annual tax return and covenant of
the merger agreement)



e For a merger between non-affiliated companies and for the favourable system to apply, contributed assets
are registered at the real value. The cumulative deficits of the absorbed company are now transferred with
no limitation to the beneficiary company if the following conditions are met:

Previous approval (automatic right) by the tax authorities
An opting in to the favourable system
An undertaking to keep the absorbed company going for three years.

If the favourable system does not apply, the absorption of one company by another would be considered for tax
purposes as a winding-up of the target company resulting in the immediate taxation of all deferred income and
unrealized capital gains.

Legal considerations for a merger may be complex, sophisticated and expensive. Investors have to consider how
they will properly discharge their contractual obligations. Yet the most difficult part of a merger process is
appraising the value of contributed assets, as well as the trading value of the absorbing company. For this
purpose, one or several merger appraisers, who are third-party experts, are appointed. It is essential their
findings should be considered before proceeding with any merger process.

In general, French appraisers are reluctant to certify any value for goodwill and other intangible assets. In
addition to this difficult valuation process, mergers require a thorough review of accounting and legal issues,
which usually takes an average of more than two months.

As a result of the wind-up, all assets and liabilities will pass to the sole shareholder, without a merger process.
The main disadvantage of this option is that there is no retrospective effect and adverse tax consequences may
result.



SETTING UP A BUSINESS

TYPES OF PARTNERSHIP

GENERAL PARTNERSHIP (SOCIETE EN NOM COLLECTIF — SNC)

A general partnership is a form of commercial company in which all of the associates are considered as
merchants and jointly and severally liable for the partnership’s liabilities.

Despite this significant drawback, SNC’s are often used because of their flexibility i.e., there is no minimum
share capital, no board of directors, a minimum of two partners, and the possibility of dividend rights existing
independently of voting rights and capital contributions.

The SNC is not directly subject to income tax. Unless it opts for the corporate tax system. Profits are taxable as
part of each member’s income in proportion to his/her interest in the partnership.

LIMITED PARTNERSHIP (SOCIETE EN COMMANDITE SIMPLE — SCS)

The SCS structure, which is seldom used in France, includes:

= One or more general partners (called commandités) who manage the company and are responsible
for debts incurred by the company. The general partners have the status of commercial trader.
With regard to the taxation of general partners, the share of profits received by general partners is
subject to income tax (IR), in the category of Industrial and Commercial Profits (BIC).

=  One or more limited partners (called commanditaires) whose liability is limited to their capital
contribution. Limited liability partners are not allowed to participate in the management of the
company. Their legal status is similar to a partner of a SARL. The limited partners do not have the
status of commercial traders.

There is no legal minimum capital.

With regard to the taxation of limited partners, the share of the profits received by the limited partners is
subject to corporation tax in the name of the SCS. It is then paid to the limited partners in the form of
dividends, which are taxed under the flat tax system (tax at 31,4%).

LIMITED PARTNERSHIP BY SHARES (SOCIETE EN COMMANDITE PAR ACTIONS — SCA)

This is similar to the previous type of partnership except that the shares are negotiable, and the status of the limited
liability partners (commanditaires) is similar to shareholders in an SA.

A minimum capital of EUR 37,000 is required or EUR 225,000 if the company is listed.

The SCA is automatically subject to corporation tax, but it can opt for income tax.

The manager of an SCA is affiliated to the same regime as the majority manager of a SARL and his remuneration is subject
to the same social security and tax charges. The manager of a SCA is therefore a Non-Salaried Worker (TNS) affiliated to
the Régime Social des Indépendants (RSI) for the payment and management of his social security contributions. Where
the manager does not hold any shares in the company, his remuneration is subject to income tax on salaries.

COMPANY CAPITAL

FINANCIAL INCENTIVES

Foreign companies starting a business in France are eligible for financial assistance under the same conditions as French
companies. This assistance is offered as an incentive to encourage regional development and to avoid over-



industrialisation in certain areas.

Therefore, it is essential for companies to choose the right location. Various incentives are offered to companies
including:

Regional grants and/or subsidies:

For starting a company

For job creation

Loans, advances and reduced interest rates are offered by various regions

TAX INCENTIVES - CORPORATE TAX EXEMPTION

Tax incentives

For companies located in specified areas (Zone a finalité régionale - ZAFR, France Ruralités Revitalisation - ZFRR, and
Zone Franche Urbaine - ZFU for those created before December 31, 2024), new exemptions have been secured.

Companies locating their investment in the above areas may also benefit from further tax breaks such as:
— Reduced rates of transfer duties;
— Exemption from local tax (CET);
— Tax credits; and/or
— Social contributions exemptions.

COMPANIES CREATED BEFORE 31 DECEMBER 2023

New start-up firms (jeunes entreprises innovantes — JEl) registered for less than eight years (or eleven years if
created before January 1, 2023), employ fewer than 250 people, have a turnover of less than €50 million or a
balance sheet total of less than €43 million, and which spend each year more than 15% of their expenses in
research and development, and are more than 50% controlled by individuals or specific companies, are tax
exempt. New start-up firms must be engaged in a new activity, i.e. they must not have been created as part of
a merger, restructuring, extension or takeover of existing activities.

This tax exemption consists of 100% of taxable profit for the first profitable year and then 50% reduced levels
of tax exemption for the following profitable year. This tax exemption is strictly applicable to medium-sized
firms (i.e. less than 250 employees and with an income below EUR 50 million or total of balance sheet below
EUR 43 million).

COMPANIES CREATED AFTER 31 DECEMBER 2023

New start-up firms (jeunes entreprises innovantes — JEI) registered for less than eight years, employ fewer than 250
people, have a turnover of less than €50 million or a balance sheet total of less than €43 million, and which spend
each year more than 20% of their expenses in research and development (for financial years closing on or after
March 1, 2025), and are more than 50% controlled by individuals or specific companies, no longer benefit from the
corporate income tax exemption. New start-up firms must be engaged in a new activity, i.e. they must not have
been created as part of a merger, restructuring, extension or takeover of existing activities.

However, exemption from property tax (TFPB) and territorial economic contribution (CET) may still apply for a
duration of seven years, subject to local authorities' deliberation.

These start-up firms may also benefit from crédit d'imp6t recherche (CIR), crédit d'imp6t innovation (Cll), and crédit
d'imp6t en faveur de la recherche collabourative (CICo).

TAX CREDITS

France offers a highly competitive array of tax credits deductible from corporate income tax or personal income tax.



The main incentives are:

Research tax credit (CIR): Commercial, industrial, and agricultural companies involved in R&D programs
can benefit from the CIR. The tax credit is based on eligible R&D expenses, notably including researchers'
salaries, depreciation of R&D assets, and certain subcontracted R&D costs. The standard rate is 30% of
yearly R&D expenses up to EUR 100 million and 5% for expenses exceeding this threshold.
Collabourative research tax credit (CICo): Introduced recently and extended until 2028, this credit targets
companies concluding research partnerships with approved research organizations (ORDC). It grants a
40% tax credit (increased to 50% for SMEs) on invoiced expenses, capped at EUR 6 million per year.
Innovation tax credit (Cll): Strictly reserved for SMEs (under EU definition: <250 employees, turnover <
EUR 50 million or balance sheet < EUR 43 million). It applies to expenses related to the design of
prototypes or pilot installations for new products. Eligible expenses are capped at EUR 400,000 per year.
Following recent reforms, for expenses incurred from January 1, 2025, the rate is 20%.

Typically, these credits are deducted from the corporate income tax due for the year the expenses occurred. Any
unallocated excess can be carried forward to pay the tax for the following three years, after which it becomes
refundable. However, SMEs, young innovative companies (JEI), new companies and companies undergoing
insolvency proceedings are entitled to an immediate cash refund of the excess credit without any three-year
waiting period.

BUSINESS SPONSORSHIP (MECENAT D’ENTREPRISE)

Donations made to qualifying non-profit organizations or NGOs are eligible for a tax reduction. The rate is 60%
for the fraction of donations up to EUR 2 million and drops to 40% for the fraction exceeding EUR 2 million.
The eligible donation base is capped annually at either EUR 20,000 or 0.5% (5%o) of the annual tax-exclusive
turnover, whichever is higher. Unused tax reductions can be carried forward for the next five fiscal years.

Other significant tax credits include (but are not limited to):

Green industry tax credit (C31V): A new incentive (subject to prior approval) for capital expenditures in
the production of batteries, solar panels, wind turbines, and heat pumps. Rates range from 20% to 60%,
with caps spanning from EUR 150 million to EUR 350 million depending on the company size and
location.

Cinema and audiovisual productions: Including a specific scheme for foreign films shot in France.
Investments in Corsica (CIIC): For certain productive investments made by SMEs.

Family expenses (Crédit d'impét famille): E.g., for companies financing nurseries/creches for their
employees' children.

Crafts and artistic trades (CIMA): For the creation of unique or small-series crafted goods.

TYPES OF COMPANIES

There are four possible ways for an individual to enter into sole trading business:

As a sole trader (entreprise individuelle)

As a single-shareholder limited liability company (entreprise unipersonnelle a
responsabilité limitée — EURL)

As a single shareholder simplified company (Société par actions simplifiée
unipersonnelle— SASU).

THE SOLE TRADER

A sole trader is an individual who carries out a business on a regular basis. The sole trader is wholly responsible
for his/her business. Their personal possessions may be used as a guarantee in case of financial difficulty, only



if they are required for the trader's professional activity. The separation of assets and liabilities is carried out
automatically, without any administrative steps or information for creditors.

AUTO-ENTREPRENEUR (MICRO-ENTERPRISES)

The French government facilitates the foundation of small-sized businesses legal and fiscal provisions,
including:

e Simplified mandatory registration on the National Register of Enterprises (RNE) via a single online portal.

e Payment of income tax and social contributions through simplified flat-rate payments (versement
libératoire) calculated on the collected turnover and paid monthly or quarterly; and

e Exemption from the business property tax (CFE) strictly for the year of creation.

This fiscal scheme is dedicated to micro-enterprises that do not exceed the following annual turnover
thresholds:

e EUR 203,100 for sales of goods, onsite consumption, and accommodation (excluding most furnished
rentals);

e EUR 83,600 for service provision (BIC/BNC) and liberal professions;

e EUR 15,000 specifically for non-classified furnished tourist rentals (applicable to 2026 income).

Regarding the basic VAT exemption (franchise en base de TVA), businesses do not charge VAT if their turnover
remains below certain limits. For 2026, the thresholds remain differentiated by activity:

e Commercial and accommodation activities: The base threshold is €85,000. If this is exceeded but
turnover remains below the increased limit of €93,500, the business remains exempt until December
31st of the current year.

e Service provision and liberal professions: The base threshold is €37,500. If turnover exceeds this but stays
below €41,250, the exemption applies until the end of the year.

If the increased thresholds (€93,500 or €41,250) are exceeded, the business becomes liable for VAT from the
first day of the month of the exceedance.

Note that for the first year of activity, these thresholds must be adjusted prorata temporis based on the actual
number of days of operation.

EURL
The EURL is a private limited company with only one partner.
The legal requirements are basically the same as for a private limited company (Société a responsabilité limitée

— SARL), described on the next page.
The liability of the single partner is limited to the amount of their investment.

COMMON FRENCH LIMITED COMPANIES
CORPORATION (SOCIETE ANONYME — SA)

The French legal form closest to a US corporation is the société anonyme (SA). The incorporation of a SA
requires a minimum of 2 shareholders and a minimum capital of EUR 37,000 (7 shareholders and EUR 225,000
if the shares are to be quoted on the stock exchange).

At least 100% of the registered share capital must be subscribed at incorporation; only 50% must be paid at
the set-up and the remaining amount must be paid in one or more instalments within 5 years of registration
date of the company.



The liability of shareholders is limited to the amount of their investment. The shareholders meet at least once
a year to approve the annual financial statements and to decide whether profits will be distributed or retained.

Directors or members of the supervisory board (conseil de surveillance) and statutory auditors (commissaires
aux comptes), if required, are appointed and dismissed by shareholders in the general meeting. Statutory
auditors are engaged for a period of six financial years when required. Simple majority rules apply at annual
shareholders’ meetings. If major decisions have to be made, such as a merger or change in the articles of
association, an extraordinary shareholders’ meeting must be held, and a qualified majority rule will apply (two-
thirds).

MANAGEMENT

Day-to-day management can be structured in two different ways. A SA may either have a board of directors, a
chairman (président du conseil d’administration) and a chief executive (directeur général) or an executive
board (directoire) working under the control of a supervisory board (conseil de surveillance).

BOARD OF DIRECTORS

The board of directors must be composed of a minimum of three and a maximum of 18 members
(administrateurs). The maximum term of office for directors is set by the Articles of Association. However, in
French law such duration may not exceed six years, regardless of the time and method of appointment they
are appointed and whether or not the company is listed.

The board of directors appoints the president (who must be an individual), who is in charge of the
management, the organisation and the presentation of the board activities to the shareholders’ meeting.

The president and the chief executive have broad powers to act on behalf of the company. The chief executive
can be elected from among the members of the board members or from outside of the board. The chief
executive is responsible for the company’s management and can be assisted by one or more deputy managers.

EXECUTIVE BOARD AND SUPERVISORY BOARD

The executive board (directoire) has a maximum of five members (seven in quoted companies) who are not
necessarily shareholders. They are generally appointed for a term of between two and six years by the
supervisory board (conseil de surveillance) which is composed of three to 18 members who are elected by
shareholders at a general meeting. In the absence of provisions in the Articles of Association, this term is six
years.

The supervisory board has permanent control over the executive board and defines major business goals.

STATUTORY AUDITORS

No statutory auditor is required in a small-sized SA (with 2 out of 3 below criteria, a turnover of less than EUR
10 million, a balance sheet of less than EUR 5 million and staff of fewer than 50) if not held by a company or
holding a company. In this case, other thresholds are applicable.

SIMPLIFIED COMPANY (SOCIETE PAR ACTIONS SIMPLIFIEE — SAS)

The SAS is a specific simplified joint-stock company set up by a minimum of one shareholder (individual or
corporation). No legal minimum capital is required. An SAS may prove useful in setting up a joint venture
because its articles may be more flexible than those that normally apply to traditional SAs.

The shareholder(s) is (are) free to choose in the articles of association between the structure of management
and its functions. Nevertheless, a president must be appointed to represent the company.



No statutory auditor is required in a small-sized SAS (with 2 out of 3 below criteria, a turnover of less than EUR
10million, a balance sheet of less than EUR 5 million and staff of fewer than 50) if not held by a company or
holding a company. In this case, other thresholds are applicable.

PRIVATE LIMITED COMPANY (SOCIETE A RESPONSABILITE LIMITEE — SARL)

A SARL may have no more than 100 shareholders. Shareholders are liable for their capital contribution. No
legal minimum capital is required.

A SARL is run by one or more managers (gérants), who are individuals and may be appointed by the articles of
incorporation or by a majority decision of shareholders. They may be chosen among the shareholders
themselves or among third parties. The manager makes all management decisions on behalf of the company,
and he/she may be held personally liable under civil and criminal law.

The shareholders exercise their rights at shareholders’ meetings to approve the conduct of the business and to
take decisions exceeding the powers of the manager.

Shareholders’ resolutions require a simple majority vote for approval unless they decide otherwise in the
articles of association and raise the majority required.

No statutory auditor is required in a small-sized SARL (with 2 out of 3 below criteria, a turnover of less than
EUR 10 million, a balance sheet of less than EUR 5 million and staff of fewer than 50) if not held by a company
or holding a company. In this case, other thresholds are applicable.



LABOUR

EMPLOYER / EMPLOYEE RELATIONS LEGISLATION

Relations between employers and employees are governed by the French Labour Code, collective bargaining
agreements (CBA), company regulations and individual employment contracts.

Employment contracts must be drawn up for each specific job category, according to employment legislation and
collective agreements in force.

French law distinguishes between two categories of employment contract:
e Permanent contracts, concluded for an indefinite term (“CDI");
o Fixed-term contracts, concluded for a specified period of time (“CDD”);
- Such contracts can be in particular implemented within following circumstances:

® To replace a permanent employee on leave or absent;
= For a temporary and occasional increase in business activity;
= For seasonal activities;
= As part of government job-creation schemes to fight against unemployment.

Furthermore, under certain (strict) conditions, some employers are also allowed to employ workers on
permanent contracts but only for the time needed to complete a particular project. However, this special
contract called “CDI de chantier ou d’opération” is only legally allowed if it is provided by an extended CBA,
applicable to the company.

In this case, the conditions of this special contract must be defined by the extended CBA, specifying
in particular that the end of the project constitutes a specific ground for the termination of the
contract.

TRADE UNIONS
In France, the union (syndicat) is a local unit, not a national body.

A local unit is usually affiliated to a national federation of unions, which in turn is linked to one of five national
confederations.

There may be several different unions in each place of work because each of the confederations has a different
ideological outlook, though none is formally linked with any individual political party. Trade unions are quite powerful
despite the fact that only a low percentage of the working population are union members.

MANAGEMENT REPRESENTATION

Companies employing at least 11 people over a period of 12 consecutive months are required to set up a Social and
Economic Committee (SEC).

The powers and responsibilities of the CSE vary according to the size of the company.
For companies with 50 or more employees, the CSE will have the same powers as those previously held by staff
delegates, the works council and the health, safety and working conditions committee.

The role of SEC members is to:
—  present individual and collective complaints and ensure compliance with French labour law;
— to present employees' complaints to the employer, and to ensure that the French Labour Code and CBA are
properly applied.



The SEC must be informed and consulted on virtually all major company decisions, including:
— issues relating to the organization, management and general operation of the company;

— decisions likely to affect the company, such as the size or structure of the workforce, working hours and
conditions, and training;

— restructuring operations and collective redundancies;

— a change in the company’s economic or legal structure, especially in the case of mergers, transfers or
undertakings or major changes in the production structure of the company, as well as of the takeover or sale
of subsidiaries.

WORKING CONDITIONS
WAGES AND SALARIES

A minimum monthly salary (SMIC) must be paid to all employees.
The current minimum monthly gross salary is set up to EUR 1 823,03 EUR (since January 2026) for 35 working hours
per week.

All employees who are employed under an ordinary employment contract (either indefinite or fixed term) are entitled to
the legal minimum wage.

Besides, CBA also provide for minimum wages in their specific industry sectors (depending on job categories).
EMPLOYMENT OF FOREIGNERS

Foreign workers are entitled to the same protection under the law as French citizens, provided that they live in
France.

Specific laws exist for members of the EU. Thus they are entitled to certain administrative privileges (e.g.:
exemption from obtaining a residence or work permit).

Executives acting as legal representatives of a French company, who are not EU residents, must apply for specific
accreditations.

WORKING HOURS

The legal working week is 35 hours for all businesses in France. However, the 35-hour working week can be arranged
to take into account the organization needs of the employer, according notablyto the following schemes:

¢ Variable working week (must reach an average of 35 hours)

e Working cycles

¢ Supplementary paid days off (RTT) to compensate hours worked beyond 35 hours.

Furthermore, certain executive employees, instead of having a contract based on a set number of hours per week, have
one based on a fixed number of days per year, called a "forfait annuel en jours", which factor in the fact they will
almost inevitably work more than 35 hours a week.

This is notably the case for certain executive employees, whose roles require a certain flexibility. They are not
concerned by the "contingent annuel"” and are not systematically compensated by overtime or "RTT" in the same

way as other workers are meant to be.

A fixed allowance of days off ("jours de repos") is factored into their year (on top of paid holidays, weekends, bank
holidays etc.) as partial compensation, and they have higher salaries.

Please note that working time in France is a highly regulated and complex topic.



HOLIDAYS AND VACATIONS

According to the French law, each employee is entitled to two and a half working days’ paid leave for each month
worked or five weeks per year.

The acquisition of vacation rights goes from June Y-1 to May Y+1. The acquired rights of vacation can be taken from
May Y+1 to April or May Y+2. From May Y+1 to October Y+1, a minimum of 12 days has to be taken in one go.

The only public holiday that the employer is legally obliged to grant with pay is the 1 May.
Most businesses close for the ten other national public holidays. Monthly paid employees are paid for these public
holidays. Other employees need not to be paid for these unless, as frequently happens, a CVA provides otherwise.

FRINGE BENEFITS

Special pension programs and additional health insurance provision complement the state social security system. The
choice of programs is down to each company and can also depend on an individual employee status within the firm.

TERMINATION OF EMPLOYMENT
Permanent employment contracts can be terminated either by the employee (resignation) or by the employer.

Dismissing an employee is always possible, provided that the employer has a just and proper reason to justify it (real
and serious cause).

In cases of a dismissal, for whatever reason, employers must strictly adhere to established procedures.

Collective dismissal can be justified only when severe economic upheaval affects a company’s structure or its day-
to-day operations. A plan must be drawn up in collaboration with workers’ representatives to minimise the impact of
such a dismissal on employees.

It should also be noted that where a company belongs to a group, the economic reason must still be assessed at
group level, but exclusively in France. This restriction to French territory makes it easier for companies to justify
redundancies.

DISMISSAL INDEMNITIES

The legal dismissal indemnity is hence owed to employees with at least 8 months’ service,
instead of 1 year previously.

Severance pay depends on the employee's length of service and the relevant CBA's provisions.

It is generally calculated on the basis of an employee's average salary (often including bonuses as well as basic
salary) during the last 12 months of employment. Employees receive statutory severance pay (i.e., one fourth of
their monthly salary for each year of service for the first ten years of service and one third for each year above
ten years of service) if no CBA applies or the CBA rate is lower than the statutory amount.

COMPENSATION SCALE FOR UNFAIR DISMISSAL

The Macron Reform has introduced a mandatory scale for the Court’s determination of damages awarded in case of
unfair dismissal.



This scale determines a minimum amount (between 1 and 3 months) and maximum amount (between 1 and 20
months as from 30 years of seniority) depending on the length of service of the employee. Lower minimum
thresholds apply for companies with less than 11 employees.

The Reform thus marks a break from previous rules where the amount of damages was unlimited and the minimum
for an employee with at least two years’ of service was 6 months’ pay.

France is also becoming more “employer-friendly” and “business oriented”.

These new caps however do not apply to dismissals held null and void, in particular in case of harassment,
discrimination, violation of a protective status or infringement of the employee’s fundamental liberties.

Note that the French Supreme Court (“Cour de cassation”) recently ruled on the compatibility of this scale with
international conventions after a wave of opposition from some labour Courts.

The “Cour de cassation” finally concluded on July 17, 2019 that the scale was compatible with international
conventions and notably article 10 of Convention N° 158 of the ILO.

Nevertheless, the interpretations on the Macron scale still goes on since some labour courts continue to refuse to
apply the scale.

MUTUAL TERMINATION AGREEMENT (“rupture conventionnelle du contrat de travail”)

For a “conventional break”, a mutual termination agreement between the employee and the employer is needed in
order to terminate the employment contract.

An agreement by the administration is also requested. Indeed, the terms and conditions of the agreement must be
validated by the French labour authorities (called “DREETS” or “DRIEETS” depending on the location of the company).

This procedure assumes a good relationship between the employee and the employer and should not be used as a
replacement for an economic dismissal.

One of the main interests of this procedure is that it allows the Parties to agree on the terms and conditions of the
contract’s termination - without any grounds being necessary — and as long as the termination complies with a
specific procedure and without the employee losing unemployment benefits.

Note that there is no notice period within this specific scheme.

In practice, the mutual termination agreement must be negotiated during at least 1 preliminary meeting between
employer and employee. Once the negotiations are completed, an agreement (“Cerfa” form) is signed by the
Parties.

Since April 1st, 2022, it is mandatory to use the following internet portal: https://www.telerc.travail.gouv.fr/accueil

The “Cerfa” form has to mention the planed date of the mutual termination of the employment contract but also
its conditions, especially the amount of the indemnity to be paid to the employee.

In this regard, the employer must grant the employee an indemnity at least equal to the statutory or conventional
dismissal indemnity.

This procedure lasts at least 1 month and a half. Thus, it can be a quick process but the employee has to agree to
conclude such agreement with the company.

Finally, you should also keep in mind that this procedure does not have “res judicata effect” as a settlement
agreement (“transaction” or “protocole d’accord transactionnel”). The employee can also appeal against, even if
he signed the “Cerfa” form”. Thus, the company still supports some risks in case of failure of real grounds for
dismissal if the employee decides to appeal against the company after signing the form.


https://www.telerc.travail.gouv.fr/accueil

In this respect, the deadline for contesting the mutual termination agreement is up to 12 months from the approval
date by the administration.

FACILITATING COLLECTIVE BARGAINING IN SMALL OR MEDIUM-SIZED COMPANIES

It has been implemented new terms of negotiating in companies deprived of trade unions delegates to boost
collective bargaining in small or medium-sized companies.

Thus, employers, in companies of less than 11 employees, have the possibility of submitting a draft agreement to
their employees on all topics open to collective bargaining at company-level.

Its validity is subject to its ratification by referendum by a majority of two-thirds of the votes cast. This new
ratification method is also applicable within companies of 11 to 20 employees deprived of elected employees.

PROFIT SHARING PLANS
Businesses employing at least 50 people must set up a compulsory profit-sharing plan.

HEADCOUNTS THRESHOLDS

Hence a headcount threshold will only be considered as crossed if it is reached or exceeded for five consecutive
calendar years.

In practice a company must therefore cross a threshold for five years in order to enable the new requirements to take
effect.

This rule, which is clearly advantageous for companies where the headcount fluctuates, will notably impact the
implementation of a mandatory profit sharing plan (“participation des salaries”) within companies.

SOCIAL SECURITY SCHEME

The social security system, which is financed by taxation and by contributions paid by companies and employees,
provides sickness, disability, maternity and paternity pay, retirement pensions, compensation for work-related
accidents or sickness, and family allowances.

Substantial allowances are also distributed for medical expenses.

Charges paid by the employer are equal to approximately 45% of gross salaries.

Tax payers must make an internet-based declaration for social security contributions and are obliged to make an
internet telepayment.

Foreigners working in France are entitled to French social security benefits.

A contribution called the ’social package’ or ‘forfait social’ has been implemented. Forfait social (which applies to
all companies) is recovered by the social security fund (URSSAF) on amounts not submitted to social contributions
but submitted to generalized social contributions (CSG ) and contributions to the repayment of the social debt
(CRDS).

This contribution represents in principle 20% of the amounts paid to employees for which social contributions have
not been paid.

STOCK OPTIONS/ RESTRICTED STOCK UNITS / EMPLOYEE STOCK PURCHASE PLAN

Stock option/allocation plans can be relevant for social contributions and income tax purposes in certain
circumstances. The type of plan will determine the social and fiscal contributions due by the employee and the



company.

RETIREMENT AND PENSION

For employees covered by the general scheme, the retirement pension system is a two- tier: one with a basic scheme
and supplementary cover.

A law has been promulgated in order to increase the retirement age, irrespective of gender, from 64, provided that
individuals have been continuously paying social contributions for 43 years. All people will be entitled to the full
pension at the age of 67, regardless of the number of years they have contributed.

The employer can automatically retire an employee who has reached the age of 70. The employer may propose that
an employee retires when she/he is aged between 65 and 70.



TAXATION

CORPORATE INCOME TAX

DETERMINATION OF TAXABLE INCOME

Under the French territoriality principle, corporate income tax generally applies only to profits generated by businesses
operated in France. However, French companies are also taxed on their worldwide passive income (such as dividends,
interest, and royalties), subject to applicable tax treaties and specific participation exemption regimes.

Conversely, foreign companies are only taxable on French-source income or income attributable to a French permanent
establishment.

The company’s net taxable income is defined as the net profit derived from all operations of every kind carried out by a
business, including capital gains from the transfer or sale of any type of asset. Adjustments for non-taxable income and
non-deductible expenses are made off-book (extra-comptablement) on the corporate tax return, rather than directly on
the income statement.

The company’s profits, as determined in accordance with generally accepted accounting principles, serve as the basis for
the tax result, subject to specific tax adjustments. Items such as non-allowable expenses (e.g., excess depreciation on
passenger cars) are added back, while certain tax-exempt income is deducted. It is worth noting that some specific tax
deductions are only granted if they are formally recorded in the company's books (principle of necessity of accounting
entries).

This is the case for tax-accelerated depreciation (amortissements dérogatoires), which represents the excess of tax
depreciation over economic straight-line depreciation, as well as for reserves for price increases (provision pour hausse des
prix). The latter is a provision designed to mitigate inflation effects on inventories, as the last-in, first-out (LIFO) method is
prohibited for both tax and statutory accounting purposes.

Tax credits may be offset against corporate tax. Foreign tax credits cannot be refunded if they exceed the corporate tax
due and are definitively lost. Conversely, certain French tax credits can be refunded if not fully offset. This includes the
Research Tax Credit (CIR), which is refundable after three years or immediately for SMEs and Young Innovative Enterprises
(JEI). Furthermore, the carry-back of tax losses (report en arriére des déficits) generates a tax receivable that can be
refunded after five years.

DEDUCTIBLE EXPENSES

The net profit defined in Article 38 of the French Tax Code is established, in accordance with the provisions of Article 39,
1°, after the deduction of all expenses incurred by a company. All expenses relevant to the company’s activities are
generally deemed deductible, subject to specific statutory limitations and anti-avoidance rules.

To be deductible, expenses must meet the following cumulative criteria:

— They must be incurred in the direct interest of the business and be connected with the normal management of the
enterprise (absence of an "abnormal act of management");

— They must result in an effective decrease in the net assets of the company (which draws the distinction between
immediately deductible general expenses and capital expenditures that must be depreciated);

— They must correspond to an effective charge, be supported by sufficient documentary evidence, and be incurred
during the relevant financial year; and

— They must be regularly recorded in the accounting books.

The following expenses are expressly non-deductible for tax purposes:



— Dividends and other profit distributions;

— Personal expenses;

— CIT and similar additional contributions;

—  Specific taxes, such as the company car tax (taxe sur I'affectation des véhicules de tourisme a des fins économiques)

— Fines and penalties sanctioning a breach of a legal or regulatory obligation (conversely, commercial contractual
penalties remain deductible);

— Directors' attendance fees (jetons de présence) exceeding strict statutory limits;

— Interest paid to shareholders on current accounts exceeding the maximum legal interest rate, provided the share
capital is fully paid-up;

— Post-employment retirement allowance provisions (indemnités de départ a la retraite);

— Sumptuary expenses (dépenses somptuaires), which include expenses related to hunting, fishing, yachts and the
depreciation of passenger cars exceeding specific thresholds;

— Certain profit transfers (e.g. excessive royalty or interest payments made to related parties or payments to entities
in low-tax jurisdictions without proof of genuine economic substance); and

— Net financial expenses exceeding the higher of EUR 3 million or 30% of the company's fiscal EBITDA.

LONG-TERM CAPITAL GAINS

While most capital gains are treated as ordinary income and subject to the standard CIT rate (currently 25%), certain
qualifying assets benefit from special reduced rates or exemptions under the long-term capital gains regime.

Depending on the nature of the assets, long-term capital gains and specific revenues are taxed separately at effective rates
of 0%, 15% or 19%, while qualifying intellectual property income is subject to a separate 10% rate.

— 0% Rate (Exemption subject to a 12% add-back): Capital gains arising from the disposal of participating interests
(titres de participation) held for at least two years are fully exempted. However, a lump-sum portion for costs and
expenses (QPFC) equal to 12% of the gross capital gain must be added back to the standard taxable income. This
applies provided the company realizes an overall net long-term capital gain in that fiscal year. At the current 25%
standard IS rate, this results in an effective tax rate of 3%. Please note that shares in predominantly real estate
companies that are not listed, and shares in companies located in non-cooperative states, are excluded from this
exemption.

— 10% Rate (IP Box Regime): While no longer classified as a long-term capital gain, it is important to note that under
a specific and separate optional regime based on the OECD "nexus" approach, net profits and capital gains derived
from the disposal, granting, or sub-granting of qualifying intellectual property rights (such as patents, patentable
inventions, and copyrighted software) can be taxed at a reduced rate of 10%, proportional to the R&D expenditures
directly incurred by the company to develop the asset. Note that the 10% rate is no longer applicable to inventions
whose patentability has been certified by the INPI.

— 15% Rate: This rate applies to capital gains from the disposal of units or shares in certain venture-capital investment
funds (e.g. FCPR, FPCI) or venture-capital companies (SCR) held for at least five years, for the fraction of the gain
that does not qualify for the 0% exemption.

— 19% Rate: This rate applies to long-term capital gains realized on participating interests in listed predominantly
real-estate companies (SPI cotées) held for at least two years.

Anti-abuse rule for related-party transfers (Short-term capital losses): If participating interests are transferred to a related
company (entreprises liées) before the two-year holding period is met, the resulting short-term capital loss is not
immediately deductible. Instead, its deduction is suspended and deferred (mise en suspens / report de déduction). The loss
will only be recognized upon the occurrence of specific events (e.g., the related party transfers the shares outside the group
or the ties of dependency are severed). If the shares are kept within the group until the two-year anniversary of their initial
acquisition, the suspended loss automatically converts into a long-term capital loss, which is non-deductible under the 0%
regime. Taxpayers must track these suspended losses on a specific tax form (Form 2904-SD); failure to do so triggers a 5%
penalty on the omitted amounts.




LOSS MANAGEMENT

CARRY FORWARD

Tax losses incurred in a given year may be carried forward indefinitely and offset against future profits, provided there is
no change in the company’s activity.

The offset is capped at EUR 1 million plus 50% of the taxable profit exceeding this threshold. Any unused losses may
continue to be carried forward without time limitation. Long-term capital losses may be carried forward for a maximum of

ten years and can only be set off against long-term capital gains.

The French tax authorities retain the right to review and adjust losses generated in a statute-barred year where such losses
are carried forward and offset against profits of non-prescribed years.

CARRY BACK

A tax loss may be carried back and offset against the company’s undistributed profits of the preceding financial year, up to
a limit of EUR 1 million. Any portion of the loss not carried back remains available for indefinite carryforward.

The carry back must be formally elected in the tax return for the loss-making year. The resulting tax credit may be used to

offset corporate income tax liabilities over the following five years or, failing such use, may be refunded at the end of that
period.

TAX RATES AND SURCHARGES

STANDARD AND REDUCED RATES (FOR SMEs)

Corporate income tax is levied at a standard rate of 25% for all companies, regardless of whether the profits are distributed
or retained in reserves. However, a reduced rate of 15% is applicable to the first €42,500 of taxable profit for qualifying
Small and Medium Enterprises (SMEs). To benefit from this reduced rate, the following conditions must be met:
— Turnover must not exceed EUR 10 million;
— The share capital must be fully paid-up (entiéerement libéré); and
— At least 75% of the share capital must be continuously held by individuals (or by a qualifying parent company
meeting the exact same conditions).

Profits exceeding the €42,500 threshold are taxed at the standard 25% rate.
SOCIAL SURCHARGE (CSB)

Companies with a turnover of at least EUR 7.63 million and whose corporate tax liability exceeds EUR 763,000 are subject
to a social surcharge (Contribution sociale sur les bénéfices).

This surcharge amounts to 3.3%, which is applied strictly to the portion of the corporate tax that exceeds the EUR 763,000
allowance, rather than to the total tax amount.

ADDITIONAL CONTRIBUTIONS AND GLOBAL MINIMUM TAX (PILLAR 2)

Large enterprises operating in France must also consider recent tax developments:



— Exceptional Contribution on Large Companies: Introduced by the 2025 Finance Law (loi de finances pour 2025), a
temporary but significant exceptional surcharge applies to very large companies. For financial years closing in 2026,
companies are subject to a surcharge of 20.6% (if turnover is between EUR 1 billion and 3 billion) or 41.2% (if
turnover is EUR 3 billion or more), provided their turnover in the current or previous financial year was equal to or
greater than EUR 1 billion. A smoothing mechanism (mécanisme de lissage) applies for companies whose turnover
exceeds these thresholds by less than EUR 100 million. This surcharge is calculated on the average corporate tax
liability of the current and previous financial years and is not tax-deductible.

— Pillar 2 (Global Minimum Tax): In accordance with the transposition of EU directives (GloBE rules), multinational
enterprise groups as well as large domestic groups with a consolidated turnover of at least EUR 750 million are
now subject to a minimum effective tax rate of 15% per jurisdiction.

REPORTING AND COMPLIANCE

CORPORATE INCOME TAX RETURN AND PAYMENT

A self-assessment system is in place for corporate income tax in France. Companies must electronically file tax returns
incorporating a calculation of the tax payable. Companies are generally required to file their annual tax returns within three
months of the financial year-end.

However, companies with a 31 December year-end must file their returns by the second working day following May 1st. In
practice, a 15-day extension is automatically granted for mandatory electronic filing (e-filing), bringing the deadline to
around May 20th.

PREPAYMENT BY INSTALMENTS AND ADDITIONAL SURCHARGES

CIT must be paid electronically (téléreglement) and is prepaid in four instalments. Companies with a 31 December year-
end must pay their instalments on 15 March, 15 June, 15 September, and 15 December. The final balance is due by the
15th day of the fourth month following the year-end or by 15 May for companies with a 31 December year-end. In the
case of a newly created company, or a company newly subject to CIT, no instalments are due during its first year of
activity.

The standard calculation for each of the four instalments is exactly one-quarter of the tax calculated on the previous
year's taxable income, except for the first instalment. Because the previous year's tax return is typically not yet filed by
the first instalment deadline, the first instalment is provisionally calculated based on the profit of the penultimate year
(year N-2). A regularisation is then made during the payment of the second instalment based on the actual results of the
previous year (year N-1). The specific instalment rates are:

—  6.25% of the profit subject to the standard 25% rate;

—  3.75% of the profit subject to the SME reduced rate of 15%; and

— 2.50% of the net income derived from patents, assimilated IP and copyrighted software qualifying for the 10% IP
Box rate.

ADDITIONAL SURCHARGES

The rules governing the payment dates of CIT also apply to the 3.3% social surcharge (Contribution sociale sur les
bénéfices), which is paid in four instalments of 0.82% of the reference tax (after a €763,000 allowance).

Large companies face stricter prepayment rules:
— 4th instalment adjustment: Companies with a turnover of at least €250 million must calculate their fourth and
final CIT instalment based on the estimated profit of the current year (rather than the previous year) if their
profits have significantly increased. Failure to accurately estimate this triggers a 5% penalty and late interest.




— Exceptional Contribution Advance: Large enterprises subject to the temporary exceptional contribution on
corporate tax (turnover of €1.5 billion or more for the FY 2026) are required to make an advance payment equal
to 98% of the estimated surcharge simultaneously with their last corporate tax instalment of the financial year.

ANNUAL FEES RETURNS (DAS 2)

All individuals and legal entities exercising a professional activity must electronically disclose to the tax authorities the
details of fees, commissions, brokerages and similar remunerations paid to third-party providers during the preceding
calendar year.

This reporting obligation applies only if the total amount paid to a single beneficiary exceeds EUR 2,400 per year. The
disclosure must include specific identification details regarding the providers (name, address, SIRET number, activity)
and the total amount paid, which must be reported inclusive of VAT (TTC).

Failure to comply with this disclosure obligation generally entails a severe penalty equal to 50% of the undeclared
amounts. However, a safe harbor rule applies: the penalty is waived for a first offense committed within the current or
preceding three years, provided the omission is repaired spontaneously or upon the tax administration's first request.
Besides, the penalty can be avoided if the paying company can formally prove (e.g., via a certificate) that the beneficiary
correctly and timely reported these incomes on their own tax returns.

GROUP STRUCTURES

GROUP REGIMES AND FOREIGN ENTITIES

TAX CONSOLIDATION (REGIME D’INTEGRATION FISCALE)

Under the French tax consolidation regime (intégration fiscale), a qualifying parent company can consolidate the results
of its French-resident subsidiaries for corporate income tax purposes, thereby immediately offsetting current profits
and losses. To qualify, the parent company must hold, directly or indirectly, at least 95% of the subsidiaries' capital and
voting rights continuously throughout the financial year.

This regime traditionally applies to "vertical" groups (a French parent and its subsidiaries). However, "horizontal" tax
consolidation is also permitted: French sister companies owned by the same qualifying EU/EEA parent entity can form
a consolidated tax group in France, with one of the French sister companies designated as the head of the group.

Only companies that are subject to the standard CIT in France and have formally consented to the fiscal integration can
be members. Furthermore, all group companies must have the exact same financial year-end and a 12-month financial
year duration. According to the French tax administration’s strict doctrine, newly created companies wishing to join a
group must generally close their first tax year before being integrated.

The group assessment is made on the parent company, which is the sole taxpayer liable for the CIT and related
surcharges on the consolidated results. Nevertheless, each subsidiary remains jointly and severally liable for the tax and
penalties it would have incurred had it been taxed on a stand-alone basis.

A significant advantage of this regime lies in the taxation of intra-group dividends. Provided the distributing subsidiary
has been a member of the group for more than one full financial year, dividends eligible for the participation exemption
(régime mére-fille) are tax-exempt, except for a minimal 1% lump-sum add-back for costs and expenses (QPFC). The
standard add-back rate outside of tax consolidation is 5%. However, following EU case law and recent Finance Laws, it
is worth noting that this favourable 1% rate also applies to dividends received from EU/EEA subsidiaries that meet all
the conditions to be integrated (e.g., 95% ownership) if they were French, even if the French parent deliberately chose
not to form a tax consolidation group.



The option for the tax consolidation regime is exercised for a five-year period and is tacitly renewable for subsequent
five-year periods. The scope of the integration is flexible and can be reviewed annually to include new eligible
subsidiaries or exclude existing ones, provided the administration is notified before the tax filing deadline.

BRANCHES OF FOREIGN COMPANIES

Profits of a branch or another permanent establishment of a non-resident company are normally subject to CIT in the
same way as those of a resident company. A reasonable and documented allocation of head office expenses relating to
worldwide operations may be charged to the French branch and deducted in computing its taxable income. However,
the tax authorities will strictly require the production of the parent company's books and relevant allocation keys to
allow this deduction.

Furthermore, under French transfer pricing rules, if the tax authorities consider that the profits computed from the
branch financial statements do not properly reflect arm's-length operations, they can adjust the taxable income. They
may attribute part of the profits of the parent company to the branch, notably by reference to the profits earned by
similar independent entities in the same line of business.

BRANCH TAX (WITHHOLDING TAX)

In addition to CIT, the after-tax profits of a French branch are deemed to be distributed to non-residents and are subject
to a specific withholding tax (branch tax). However, this withholding tax is generally reduced or eliminated by applicable
tax treaties and a full exemption applies if the foreign head office is located in the European Union (or the EEA) and is
subject to corporate income tax there without exemption and without benefiting from a specific exemption on profits
realized in France.

CONVERSION INTO A SUBSIDIARY

The conversion of a branch into a subsidiary company (incorporation) is treated as a cessation of business. While
unrealized capital gains would normally become subject to immediate taxation, the foreign company can opt for a
special tax-neutral restructuring regime (rollover relief) that defers the taxation of these capital gains.

Losses previously incurred by the branch, however, cannot be carried over to the newly created subsidiary unless a
specific tax ruling (agrément) is obtained from the tax authorities. Although a 2020 tax reform allowed the transfer of
tax losses without a ruling (sans agrément) under certain conditions, this exemption strictly applies only to mergers and
dissolutions without liquidation and expressly excludes partial asset contributions (apports partiels d'actif) such as the
incorporation of a branch.

HEADQUARTERS OF FOREIGN ENTERPRISES: SAFE HARBOR "COST-PLUS" RULING

Headquarters of foreign enterprises and international groups established in France benefit from a simplified and secure
tax framework. To qualify for this specific regime, a headquarters must act solely for the benefit of the group (or the
foreign enterprise) by performing management, control, coordination, or administrative functions. The regime is
applicable whether the headquarters is organized as a French branch or a French subsidiary.

CORPORATE INCOME TAX (SAFE HARBOR COST-PLUS RULING)

To prevent transfer pricing disputes, the headquarters can obtain a prior ruling (Advance Pricing Agreement) from the
French tax authorities. Under this agreement, the corporate income tax is charged at the standard rate, but the taxable
profit is determined on a "cost-plus" basis. A specific profit margin is applied to the headquarters' current operating
expenses (including subcontracting costs). This agreed margin is fixed for a period ranging from three to five years and
guarantees that the tax authorities will not challenge the headquarters' transfer pricing policy during that time.



WITHHOLDING TAXES

Unless a specific exemption applies, withholding taxes are levied on after-tax profits when distributed by a subsidiary or
realized by a branch. However, it is crucial to note that under French domestic law and EU directives, these withholding
taxes are generally reduced to 0% if the parent company or the foreign head office is established in a qualifying EU or
EEA Member State and meets specific anti-abuse conditions. For other jurisdictions, applicable tax treaties usually
reduce the standard withholding tax rates.

VALUE-ADDED TAX (VAT)

Headquarters services are fully subject to VAT at the standard rate of 20% only when invoiced to a French operating
company. For international flows, the terminology "zero-rate" is not legally applicable in France; instead, these services
are considered "outside the scope of French VAT":

— If the headquarters is a subsidiary: Services invoiced to foreign group companies (whether EU or non-EU) fall
under the general B2B VAT territoriality rules. They are not subject to French VAT, as the place of taxation is
deemed to be where the recipient is established (reverse charge mechanism for EU clients).

— Ifthe headquarters is a branch: Services rendered to its own foreign head office are generally treated as internal
flows within the same legal entity and fall completely outside the scope of VAT. However, following EU case law,
if either the branch or the head office is a member of a VAT group (assujetti unique) in an EU Member State,
they are treated as separate taxable persons, and the services become subject to VAT. Despite not charging
French VAT on these international flows, the headquarters is fully entitled to recover the input VAT incurred on
its expenses in France (subject to standard legal exceptions).

LOCAL AND PAYROLL TAXES

Headquarters are subject to local economic taxes (such as the territorial economic contribution, comprising the
Cotisation Fonciére des Entreprises - CFE) and payroll taxes in the same way as any other commercial company operating
in France. However, regarding payroll taxes (taxe sur les salaires), because the headquarters' services are subject to VAT,
they are generally entirely exempt from this tax. Even if the headquarters is a branch rendering services exclusively to
its head office, it is authorized to simulate a VAT recovery ratio, which effectively exempts it from the payroll tax.
Furthermore, it is worth noting that expatriate executives assigned to such headquarters may benefit from highly
favourable individual income tax regimes (régime des impatriés).

INCENTIVES AND INNOVATION

TAX INCENTIVES AND TEMPORARY TAX EXEMPTIONS
In certain designated areas, local communities are allowed to grant temporary, total, or partial exemptions from local

business tax (CFE) and property tax (TFPB).

These incentives target companies that settle or expand in specific jurisdictions, such as the newly implemented "France
Ruralities Revitalization Zones" (ZFRR), Urban Free Zones (ZFU-TE), or Regional Aid Zones (ZAFR).

These local exemptions are not automatic; they require prior deliberation by the local council and specific tax filings by
the company. Furthermore, they are generally strictly subject to the EU de minimis regulation, which caps the total

amount of aid a single enterprise can receive at €300,000 over a rolling three-year period.

YOUNG INNOVATIVE ENTERPRISE (JEI) STATUS



Specific measures have been created to assist qualifying SMEs engaged in research and development. For financial years
closing on or after March 1, 2025, to qualify for the "Young Innovative Enterprise" (JEI) status, research spending must
account for at least 20% of the company's total tax-deductible expenses.

A parallel "Young Growth Enterprise" (JEC) status exists for companies with R&D spending between 5% and 20%,
provided they meet specific economic performance and job creation indicators.

The benefits of these statuses are two-fold:

1. CIT: Historically, qualifying companies benefited from a 100% corporate tax exemption for their first profitable
12-month period, followed by a 50% exemption for the next 12-month profitable period. However, companies
set up on or after January 1, 2024, are no longer eligible for this corporate income tax exemption.

2. Local taxes: Subject to the affirmative deliberation of local authorities, qualifying JEIs and JECs created up to
December 31, 2025, can benefit from a total exemption from local business tax (CFE) and property tax (TFPB)
for a duration of seven years.

Like regional incentives, the tax benefits associated with the JEI and JEC statuses are strictly capped by the €300,000 EU
de minimis rule.

INTERNATIONAL COMPLIANCE AND ANTI-ABUSE

CONTROLLED FOREIGN COMPANY (CFC) RULES

Under French CFC rules, the profits of a controlled foreign company or permanent establishment resident in a low-tax
jurisdiction may be attributed pro rata to its French-resident corporate shareholder and taxed in France.

The rules apply to French-resident companies that hold, directly or indirectly, more than 50% of the shares, financial
rights, or voting rights in a foreign entity. To prevent abuse, this threshold is reduced to 5% if more than 50% of the
foreign entity is held globally by French enterprises or related parties (anti-fractioning rule).

A jurisdiction is considered to have a privileged tax regime if the foreign entity is not taxable, or if the effective corporate
tax it pays is 40% or more below the tax that would have been payable in France under standard rules (i.e., the foreign
tax is less than 60% of the theoretical French tax).

The CFC rules do not apply automatically. Safe harbour rules exist depending on the entity's location:

—  Within the EU/EEA: The CFC rules do not apply unless the French tax authorities can prove the setup is a wholly
artificial arrangement designed to circumvent French tax legislation.

— Outside the EU/EEA: The rules do not apply if the French company can demonstrate that the foreign entity's
operations mainly have a purpose and effect other than tax avoidance. This is legally presumed if the foreign
entity carries out an effective industrial or commercial activity in its jurisdiction of establishment.

Please note that these safe harbours are generally denied if the entity is located in a Non-Cooperative State or Territory
(ETNC).

REPATRIATION OF PRE- OR POST-TAX PROFITS

Repatriation of pre-tax profits is allowed without prior approval. However, strict attention must be paid to the arm’s
length principle. Under Article 57 of the French Tax Code and OECD transfer pricing guidelines, any excessive payment
lacking economic justification is reintegrated into the French company's corporate tax base. Furthermore, this excess is

reclassified as a "deemed distributed income" (revenu réputé distribué) and becomes subject to a withholding tax.

Some categories of pre-tax profits are subject to a withholding tax when remitted abroad:



— Royalties and Fees: Under French domestic law, royalties and fees are subject to a standard 25% withholding
tax. However, double tax treaties concluded by France frequently reduce this rate (often to 0%, 5%, or 10%).
Furthermore, royalties paid to qualifying associated companies within the EU/EEA are fully exempt under the
EU Interest and Royalties Directive.

— Interest: The payment of interest on genuine loans to a foreign-resident person is generally exempt from any
withholding tax under French domestic law, regardless of the application of a tax treaty or the EU Directive.

Post-tax profits may also be transferred abroad without prior approval. Dividends paid by a French company to a foreign
corporate recipient are subject to a standard 25% withholding tax under domestic law. However, this burden can be
mitigated:

— EU Parent-Subsidiary Directive: Dividends paid to a qualifying parent company resident in the EU and some EEA
countries are fully exempt from withholding tax, provided the parent company holds at least a 10% (or 5% in
specific cases) participation in the French distributing company for at least two years; and

— Tax Treaties: For non-EU recipients, France’s extensive network of double tax treaties generally reduces the
withholding tax rate (typically to 5% or 15%).

A punitive withholding tax rate of 75% applies to all of the above payments (dividends, royalties, fees, and interest) if
they are paid to a bank account located in, or to a person established in, a Non-Cooperative State or Territory. This 75%
rate applies regardless of the recipient's legal form. However, a "safe harbor" clause (clause de sauvegarde) allows the
taxpayer to escape this 75% rate if they can prove that the payments relate to genuine operations and do not have the
main purpose or effect of locating profits in a tax haven for tax evasion purposes.

TRANSFER PRICING

Under Article 57 of the French Tax Code, the French tax authorities have broad powers to reassess transactions between
related parties that do not comply with the arm's length principle. To enforce this, France has implemented a strict
three-tiered TP documentation framework, fully aligned with the OECD's BEPS Action 13 guidelines.

Following the 2024 Finance Law, the threshold triggering the mandatory full TP documentation was drastically reduced.
A company must maintain and provide this comprehensive documentation if it meets at least one of the following
criteria:

— It generates an annual tax-exclusive turnover or holds gross total assets of at least €150 million;

— More than half of its share capital or voting rights is held, directly or indirectly, by an entity meeting the €150M
threshold;

— It holds, directly or indirectly, more than half of the share capital or voting rights of an entity meeting the €150M
threshold; or

— ltis part of a French tax-consolidated group that includes at least one entity meeting the above conditions.

In the event of a tax audit, the qualifying company must provide this documentation to the FTA on the very first day of
the audit.

The documentation must comprise:

— A Master file providing an overview of the multinational group's global business, overall TP policy, and allocation
of income; and

— A Local file detailing the verified French company's intercompany transactions, financial information, and
specific comparability analyses.

Since January 1, 2024, the TP documentation is legally binding against the taxpayer. If the FTA discovers that the actual
transfer pricing methodology applied differs from the one described in the company's submitted documentation, the
resulting discrepancy is automatically presumed to be an illicit transfer of profits abroad. This immediately shifts the
burden of proof onto the taxpayer to demonstrate otherwise.



Failure to produce the documentation, or providing incomplete files, triggers penalties. The minimum penalty is €50,000
per audited financial year. Depending on the seriousness of the breach, this fine can be increased to the higher of the
following two amounts:

— 0.5% of the amount of the undocumented transactions;
— 5% of the TP reassessment (meaning 5% of the profits deemed transferred, not the tax due), making this penalty
fully applicable and payable even by loss-making companies.

Companies that do not meet the €150 million threshold but have an annual turnover or gross assets of at least €50
million (or belong to a group meeting this threshold) are still subject to a simplified reporting obligation. They must
electronically file a simplified TP return within six months following the deadline for their annual corporate tax return.
This return provides a high-level summary of the group's TP policy and details cross-border intercompany transactions.
However, only transaction categories exceeding €100,000 per year need to be declared.

Ultimate parent entities of multinational groups generating a consolidated global turnover of at least €750 million must
file an annual Country-by-Country Report (CbCR - Form 2258-SD). This report details revenue, profit, taxes paid and
economic substance indicators for every jurisdiction where the group operates. French subsidiaries of foreign groups
may also be required to file this report locally if their foreign parent jurisdiction does not exchange CbCR data with
France.

Given the aggressive audit environment, taxpayers can secure their TP policies by obtaining an Advance Pricing
Agreement (APA) from the French tax authorities. These agreements guarantee that the FTA will not challenge the
agreed-upon TP methodology during the covered period, providing ultimate legal certainty for the group.

INDIRECT TAXES AND CUSTOMS

VALUE ADDED TAX (VAT)

Value Added Tax (“VAT”) is charged on all economic transactions, sales of goods and services carried out in France for
consideration by a taxable person, regardless of whether the customer is a private individual or a business. VAT is a tax
on final consumption, not a corporate tax. Businesses act as collectors: they charge VAT on their sales and remit it to
the French Treasury, deducting the VAT they have paid on their own purchases.

VAT applies in principle to all transactions made in France, with specific exemptions defined by law (e.g. certain banking
and financial transactions, medical services and insurance premiums). Businesses that make both taxable and exempt
supplies (partial exemption) must apportion their input tax, using a recovery ratio (coefficient de déduction) to compute
the non-recoverable amount of VAT attributable to their exempt outputs.

Input VAT incurred on certain expenses is strictly non-deductible by law. This includes expenses for the housing of
executives and employees, entertainment expenses, business gifts (unless of very low value), passenger transport
vehicles, and certain petroleum-derived products.

VAT is added to the VAT-exclusive sales price. The rate applied depends strictly on the nature of the goods and services:

— Standard Rate (20%): Applies to all goods and services not expressly eligible for a reduced rate.

— Reduced Rate (10%): Applies to meals for immediate consumption (on-site or takeaway in restaurants, fast-food
outlets), non-refundable medicines, passenger transportation, hotel accommodation, and certain home
renovation works.

— Reduced Rate (5.5%): Applies to essential goods, notably food products for non-immediate consumption
(including bread, pastries, and sweet goods, but strictly excluding alcoholic drinks, caviar, margarines and certain
specific candies/chocolates which remain at 20%), water and non-alcoholic beverages, books (physical and
digital), and admission to live shows and cinemas.

— Special Rate (2.1%): Applies to medicines refundable by the Social Security and qualifying press publications.




Please note that specific lower rates apply in overseas departments and Corsica.

Output VAT on goods becomes chargeable upon delivery (or upon cashing of down-payments) while output VAT on
services becomes chargeable when the payment is received, unless the supplier has formally opted to pay VAT upon
invoicing ("option pour les débits"). Input VAT is deductible only when it becomes chargeable for the supplier.

All companies must declare and pay their VAT electronically. Filing frequency depends on the regime:

— Standard Regime (Régime réel normal): Returns are filed monthly. However, if the annual VAT payable is less
than EUR 4,000, the company can opt to file quarterly; or

— Simplified Regime (Régime simplifié): Qualifying SMEs file only one annual VAT return and pay via two semi-
annual instalments. Where input VAT exceeds output VAT, the taxpayer generates a VAT credit, which can be
carried forward to the next return or refunded upon request.

VAT GROUP (ASSUJETTI UNIQUE)

Since 1 January 2023, legally independent entities established in France that have close financial, economic, and
organizational links can opt to form a single VAT group (Assujetti unique).

The main advantage is that intra-group transactions are disregarded for VAT purposes (out of scope). Only the
designated group representative files a consolidated VAT return and pays the net VAT owed by the group. However,
each member remains jointly and severally liable for the VAT and penalties related to their respective operations.

This option must be elected for a mandatory minimum period of three calendar years and must be exercised no later
than 31 October of the year preceding its entry into force.

CROSS-BORDER TRANSACTIONS AND REVERSE CHARGE

— Intra-EU Goods: Deliveries of goods to B2B customers in another EU Member State are generally exempt in
France. Conversely, acquiring goods from another EU Member State constitutes an "Intra-Community
Acquisition" (AIC), requiring the French buyer to self-assess (reverse charge mechanism) the VAT on its French
VAT return.

— Intra-EU Services: Based on Article 196 of the EU VAT Directive, the reverse-charge mechanism applies to most
general B2B cross-border services. The VAT is due in the country where the business customer is established.

— Imports (Non-EU): Since 1 January 2022, the reverse charge of VAT on imports is compulsory and automatic for
all businesses identified for VAT purposes in France. The import VAT is assessed and deducted directly on the
regular VAT return rather than paid at customs.

CUSTOMS AND TRADE REPORTING

The former Goods Trade Declaration (DEB) was definitively abolished in 2022 and replaced by two strictly separate
monthly reporting procedures.

THE TAX RECAPITULATIVE STATEMENT (EC SALES LIST).
All companies making intra-community deliveries of goods from France to B2B customers in other EU Member States

must electronically file this tax return from the first euro. Failure to file it may result in the tax authorities denying the
VAT exemption on intra-Community deliveries.

THE STATISTICAL SURVEY (EMEBI) AND THE EUROPEAN SERVICE RETURN (DES).



The monthly statistical survey on intra-EU arrivals and dispatches is no longer automatically required. It is only
mandatory for companies that have been specifically selected and formally notified by the customs administration (this
selection is generally based on exceeding EUR 460,000 in intra-EU trade).

French-established service providers must electronically file a DES for B2B services supplied to VAT-taxable customers
in other EU Member States, provided the customer is liable for VAT under the reverse-charge mechanism (general B2B
rule). This return is completely separate from the goods reporting mentioned above. It must be filed from the first euro,
no later than the 10th working day of the month following the VAT chargeability.

LOCAL BUSINESS TAXES AND PRODUCTION COSTS

TERRITORIAL AND ECONOMIC CONTRIBUTION (CET)

Individuals or legal entities, unincorporated companies, or trustees carrying on a regular, non-salaried (independent)
business activity in France are liable for the Territorial and Economic Contribution (CET). Both components of the CET
are generally tax-deductible for corporate income tax purposes.

The CET comprises two separate taxes:
— The Value-added Contribution (Cotisation sur la Valeur Ajoutée des Entreprises - CVAE), which is progressively
being phased out until its definitive suppression in 2030; and

— The Business Premises Contribution (Cotisation Fonciére des Entreprises - CFE).

BUSINESS PREMISES CONTRIBUTION (CFE)

An activity is subject to the CFE when it simultaneously fulfills the following conditions:

- is exercised habitually;

- in a professional capacity;

- isanon-salaried activity; and
- iscarried out in France.

The CFE tax base consists of the rental value of the real estate properties liable to property tax in France that the taxpayer
used for business purposes during the reference period (usually the penultimate calendar year, N-2). This excludes assets
destroyed or disposed of, and specific exempt properties such as machinery/equipment used for industrial operations,
wind turbine masts, and qualifying fixed assets used for photovoltaic electricity generation. An automatic 30% reduction
applies to the rental value of industrial plants.

A preliminary return (Form 1447-C) must be filed by December 31 of the creation year. Any subsequent modification of
the taxable base (e.g. change in surface area, request for exemption) must be reported on a specific return (Form 1447-
M) by the 2nd working day following May 1st. A prepayment equal to 50% of the previous years’ tax is due by June 15

(if the previous year's tax was equal to or greater than €3,000), and the balance must be paid by December 15.

Companies in specific sectors (e.g., onshore/offshore wind turbines, photovoltaic/hydraulic plants, radio stations, rail
transport) are also subject to an additional flat-rate network tax called IFER.

Taxpayers with an annual turnover or income of €5,000 or less are strictly exempt from the minimum CFE contribution.

THE VALUE ADDED CONTRIBUTION (COTISATION SUR LA VALEUR AJOUTEE DES ENTREPRISES — CVAE)

The CVAE is assessed on the basis of the turnover achieved and the value added produced during the tax year or during
the last twelve-month financial year ended within that year. The value added is strictly defined by tax law based on



specific accounting intermediate balances.

Businesses whose tax-exclusive turnover exceeds €152,500 fall within the scope of the CVAE and must file an electronic
value added tax return (Form 1330-CVAE). However, only taxpayers with a turnover exceeding €500,000 are actually
required to pay the tax.

The CVAE uses a progressive rate scale. Under the 2025 Finance Law, for the year 2026, the effective rate ranges from
0% to a maximum of 0.28% of the added value for companies with a turnover exceeding €50 million. To determine the
applicable rate on this progressive scale, the turnover of all companies belonging to the same economic group (i.e.,
entities directly or indirectly held at 95% or more) must be consolidated, regardless of whether they form a tax-
integrated group.

The tax is declared and paid electronically. If the previous year's CVAE exceeded €1,500, two instalments are required
(June 15 and September 15). The final balance is paid by the 2nd working day following May 1st of the subsequent year.

Additionally, the 2025 Finance Law introduced a supplementary contribution for the 2025 financial year equal to 47.4%
of the 2025 CVAE. This supplementary tax requires a single 100% advance payment by September 15, 2025.

The 2025 Finance Law has rescheduled the progressive phase-out of the CVAE, pushing its complete abolition to 2030.

CET CAP BASED ON VALUE ADDED

Taxpayers are protected by a safeguard mechanism: the total CET burden (CFE + CVAE) is capped at a specific percentage
of the company's value added.

Under recent legislative changes, if the total CET exceeds 1.53 % of the added value in 2026 and 2027 (1.43 % in 2025),
the company can claim a refund for the excess amount. However, this relief cannot reduce the total CET below the
minimum CFE contribution (cotisation minimum de CFE). Additionally, the 2025 temporary supplementary contribution
on CVAE is strictly excluded from the calculation of this cap.

This relief is not automatic and requires filing a specific claim before December 31 of the year following the tax
assessment.

PAYROLL AND HUMAN RESOURCES TAXES

PAYROLL TAX (FOR VAT-EXEMPT SECTORS)

Employers established in France are subject to a payroll tax if they are not subject to VAT or if they were subject to VAT
on less than 90% of their total turnover during the preceding calendar year. Starting from January 1, 2026, a specific
exemption applies to employers who are members of a VAT group (assujetti unique), provided the group's overall VAT
deduction ratio is at least 90% and the member would not have been subject to the tax if standing alone. For employers
partially subject to VAT, the tax is strictly assessed on a prorated basis, determined by the ratio of non-VAT taxable
income to total income.

The payroll tax base is aligned with the General Social Contribution (CSG) base, assessed on the gross total amount of
remuneration, including cash, benefits-in-kind and certain employer contributions.

The payroll tax is calculated per employee using a progressive scale. For the year 2026, it is payable at a normal rate of
4.25%, which is increased to 8.5% on the portion of annual individual salaries between EUR 9,228 and EUR 18,423, and
to 13.6% on the portion exceeding EUR 18,423.

The tax must be declared and paid electronically. A full exemption applies if the annual tax due by the employer is less
than EUR 1,200.



APPRENTICESHIP TAX AND TRAINING TAX

Employers in France are subject to a Single Contribution for Vocational Training and Apprenticeship (Contribution Unique
a la Formation Professionnelle et a I'Alternance - CUFPA). This contribution is declared and paid directly to the social
security collection agency (URSSAF) via the monthly electronic payroll declaration (DSN).

Employers are subject to this tax framework at the following rates:

TRAINING TAX (CONTRIBUTION A LA FORMATION PROFESSIONNELLE)

— 0.55% of the gross payroll if they employ fewer than 11 employees.
— 1.00% of the gross payroll if they employ 11 or more employees.

An additional 1% contribution is specifically levied on the remuneration paid to employees on fixed-term
contracts, also known as CDD).

APPRENTICESHIP TAX (TAXE D'APPRENTISSAGE)

— The standard rate is 0.68% of the gross payroll (a reduced rate of 0.44% applies to establishments located in the
Alsace-Moselle region).

— The standard 0.68% tax is strictly divided into two components:
= amain part of 0.59% paid monthly; and
= anannual balance (solde) of 0.09% payable in May of the following year.

Companies with 250 or more employees that do not meet a 5% threshold of work-study trainees are subject to a variable
Additional Apprenticeship Contribution, or CSA).

COMPULSORY HOUSING INVESTMENT (ACTION LOGEMENT)

Employers established in France with at least 50 employees are subject to a compulsory housing investment scheme.
They must allocate to a housing program an amount equal to 0.45% of the total gross salaries paid during the preceding
calendar year.

This investment must be completed no later than December 31 of the year following the payment of the salaries. It
generally takes the form of payments to an approved collection agency (such as Action Logement Services), direct
investments in housing for employees, or low-interest housing loans granted to staff.

If an employer fails to meet this 0.45% investment obligation, fully or partially, by the December 31 deadline, they

become liable for a penalty tax equal to 2% of the preceding year's payroll. This tax must be spontaneously declared and
paid to the tax authorities by April 30 of the following year.

OTHER BUSINESS TAXES

COMPANY CAR TAX

The former company car tax (TVS) has been replaced by a new framework codified in the Code of Taxes on Goods and
Services (CIBS). All businesses operating in France must pay specific annual taxes on passenger vehicles used for
economic purposes.

These taxes consist of:

1. The annual tax on CO2 emissions;



2. The annual tax on emissions of atmospheric pollutants; and
3. The incentive tax on large fleets: Introduced on March 1, 2025, this third tax applies specifically to companies
operating a fleet of 100 or more light vehicles, based on their proportion of low-emission vehicles.

The taxes apply to vehicles owned or leased by the company, as well as to personal cars used by employees or managers
for professional purposes if the company reimburses their mileage.

For employee-owned vehicles, the tax is adjusted by a coefficient based on the distance reimbursed, and a flat €15,000
allowance (abattement) is applied to the total tax due by the company for these specific vehicles.

Please note that 100% electric or hydrogen-powered vehicles are fully exempt from both the CO2 and pollutant taxes.

The CO2 and atmospheric pollutant taxes are strictly non-deductible from the company's taxable income, whether the
business is subject to Corporate Income Tax or Personal Income Tax. However, the large fleet tax is deductible.

These taxes are calculated on an annual basis (from January 1st to December 31st). They must be electronically declared
and paid in January of the following year via the specific VAT annex form (3310-A-SD).

SOCIAL CONTRIBUTION OF SOLIDARITY (C3S)

The social contribution of solidarity (C3S) applies to companies generating a tax-exclusive turnover higher than EUR
19,000,000. This threshold acts as a tax allowance; the tax is levied at a rate of 0.16% strictly on the fraction of the
turnover that exceeds EUR 19 million. It applies to legal entities carrying out an activity in France, including foreign
companies without a permanent establishment if their profits are taxable in France.

In general, the basis of assessment for the C3S is the turnover falling within the scope of VAT, i.e., the sum of the amounts
subject to VAT or those which are expressly exempt.

Declaration and payment of this tax must be made electronically in a single instalment by May 15th at the latest.

The C3S is a tax-deductible expense for corporate income tax purposes.

RETAIL SPACE TAX (TASCOM)

The retail space tax (TASCOM) applies to retail establishments opened after 1 January 1960, with a retail sales area
exceeding 400 sgm and an annual tax-exclusive turnover of at least EUR 460,000. The tax also applies to stores under
400 sgm if they operate under the same commercial brand within an integrated distribution network whose total retail
space exceeds 4,000 sqm.

The base tax rate is progressive and ranges from EUR 5.74 to EUR 35.70 per sgm, depending on the store's turnover per
square metre and whether the establishment also retails fuel. Importantly, the base tax is subject to severe surcharges:
a 30% surcharge applies to establishments over 5,000 sqm (with a turnover > EUR 3,000/sqm) and a general 50%
surcharge applies to all establishments exceeding 2,500 sqm.

The tax must be declared and paid by June 15th each year. Establishments subject to the 50% surcharge (over 2,500
sqm) are strictly required to pay a 50% advance instalment for the following year simultaneously with their June 15th
payment. TASCOM is also a tax-deductible expense.

REGISTRATION DUTIES

Traditionally, the registration formality consists of the analysis of a deed by the tax administration, which assesses and
collects the duties provided for by law. Registration has a tax purpose, but it also holds civil consequences: it gives the
deed a legally certified date and, in certain cases, determines the opposability or validity of legal transactions.



Normally, the presentation of deeds is accompanied by the immediate payment of duties. However, in specific cases
(e.g., certain gratuitous transfers), payment may be made in instalments or deferred. The rate of the registration duty
depends on the nature of the transaction and the type of assets transferred.

The main registration duties are as follows:
SALE OF REAL PROPERTY

Duties on sales of real property are collected when the property is transferred. These duties (often referred to as droits
de mutation a titre onéreux or DMTQ) are a composite of departmental, municipal, and state taxes.

The departmental tax is set by a standard legal rate of 3.80%. However, almost all departments have adjusted this rate
to 4.50%. Furthermore, under the 2025 Finance Law, departments are authorized to temporarily increase this rate up
to 5% for transactions completed between April 1, 2025, and March 31, 2028. An additional local tax of 1.20% is collected
for the municipality or a departmental equalization fund. A 2.37% levy is collected for the State, assessed on the amount
of the departmental duty, to cover assessment and collection costs.

Consequently, the global effective tax rate on the sale of real property is generally 5.8 % but can temporarily reach up
to 6.3 % depending on the department.

SALE OR TRANSFER OF GOODWILL (FONDS DE COMMERCE)

The transfer of a business or goodwill is taxed according to a progressive banded scale based on the purchase price (or
the fair market value, if higher).

The current rates are:

— 0% on the portion of the price up to EUR 23,000;
— 3% on the portion of the price between EUR 23,000 and EUR 200,000;
— 5% on the portion of the price exceeding EUR 200,000.

For transfers made in specific tax-incentive geographical zones (e.g., ZFU, ZRR), the 3% rate is reduced, leading to an
effective global rate of 1% on the portion of the price between EUR 23,000 and EUR 107,000.

CONTRIBUTIONS TO A COMPANY AND CAPITAL INCREASES

Pure and simple capital contributions made at the company’s incorporation, as well as capital increases by way of cash
contributions or the capitalization of reserves, are registered free of charge.

Nonetheless, if a person or entity not subject to corporate income tax makes a pure and simple contribution of real
estate, goodwill or lease rights to a company subject to CIT, this contribution is treated as an onerous transfer; it triggers
a 5% duty for real estate, and the 3%/5% banded scale for goodwill. These contributions can still be registered free of
charge if the contributor makes a formal commitment to hold the shares received in exchange for at least three years.

TRANSFERS OF SHARES

— Actions (e.g., SA, SAS): A 0.1% registration duty applies to the transfer of shares. For unlisted companies, this
duty is due even if no formal deed is executed. For listed companies, it is only due if a written deed is executed.

—  Parts sociales (e.g., SARL, SNC, SCI): The rate is 3%. However, a relief applies: the taxable base is reduced by an
allowance equal to EUR 23,000 divided by the total number of shares in the company, multiplied by the number
of shares being transferred.




— Real Estate Companies (SPI): If the company qualifies as predominantly real estate-backed (Société a
prépondérance immobiliére i.e., more than 50% of its assets consist of French real estate), the transfer of its
shares or parts sociales is subject to a flat 5% registration duty, without any cap or EUR 23,000 allowance.

TAXATION ON INDIVIDUALS AND WEALTH

PERSONAL INCOME TAX

Taxation is calculated on the total income of the fiscal household (foyer fiscal), which includes the income of a spouse
or civil partner and dependent children. French taxes are mitigated for families by the ‘family quotient’ (quotient familial)
system, which divides the household's taxable income into a certain number of units (‘parts’) before progressive rates
are applied, thereby lowering the average tax rate.

The first two children count as one-half of a part each, while each additional child is counted as a full part. Note that the
tax benefit derived from each additional half-part is strictly capped (plafonnement du quotient familial) for high-income
households (e.g., capped at EUR 1,807 per half-part for 2026 income).

The taxable period is the calendar year. Personal income tax from employment income is withheld at the source by the
payer, usually the employer. French residents are subject to progressive tax rates ranging from 0% to 45%.

TERRITORIALITY

Under French domestic tax law, nationality is irrelevant for determining an individual's tax liability. According to Article
4 A of the French Tax Code, individuals who have their tax domicile in France are taxed on their worldwide income and
capital gains, subject to certain tax treaty exceptions. Conversely, individuals whose tax domicile is outside of France
(non-residents) are only taxed on their French-source income.

According to Article 4 B of the CGl, an individual is considered to have their tax domicile in France if they meet at least
one of the following alternative criteria:

— Personal criteria: They have their permanent home (foyer) in France, meaning the place where the taxpayer or
their family normally lives. If, and only if, no permanent home can be determined, the subsidiary criterion of the
"principal place of residence" applies (e.g., spending more than 183 days in France in a calendar year or spending
more time in France than in any other single country).

— Professional criterion: They exercise a professional activity in France, whether employed or self-employed,
unless they can prove that this activity is secondary.

— Executives of companies headquartered in France with an annual turnover exceeding EUR 250 million realized
in France are legally presumed to exercise their principal professional activity in France.

— Economic criterion: They have the centre of their economic interests in France (e.g., the location of their
principal investments, business headquarters or the place from which they derive the majority of their income).

Domestic rules always apply subject to international tax treaties. If an individual is a French resident under French
domestic law but, concurrently, a resident of another country under its domestic laws, bilateral tax treaties provide "tie-
breaker rules" to assign a single state of residence.

These successive tests typically include:

The location of a permanent home;

The centre of vital interests (personal and economic relations);
The habitual abode;

Nationality; and

A mutual agreement.
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SURCHARGES ON HIGH INCOMES
Beyond the standard progressive rates, high-income earners are subject to additional surcharges based on their
Reference Tax Income (Revenu Fiscal de Référence - RFR), a specific metric that adds back certain tax-exempt incomes

and deductions to the net taxable income.

EXCEPTIONAL CONTRIBUTION ON HIGH INCOME (CEHR)

For single, widowed, separated, or divorced taxpayers, the rate is 3% on the fraction of RFR between EUR 250,000 and
EUR 500,000, and 4% above EUR 500,000.

For couples subject to joint taxation, the thresholds are doubled: 3% applies to the fraction between EUR 500,000 and
EUR 1,000,000, and 4% applies above EUR 1,000,000.

DIFFERENTIAL CONTRIBUTION ON HIGH INCOME (CDHR)

Initially introduced by the Finance Law for 2025 but extended by the Finance Law for 2026, this temporary measure
guarantees a minimum tax rate of 20% on the highest incomes.

This measure applies to households with an adjusted RFR in excess of EUR 250,000 for a single person or EUR 500,000
for a couple. It acts as a complement when the sum of standard income tax, CEHR, and flat-rate levies represents less
than 20% of the adjusted RFR.

Taxpayers who are not resident in France for tax purposes are strictly excluded from the scope of the CDHR.
CAPITAL AND WEALTH TAXATION

FLAT TAX

Introduced by the 2018 Finance Law to simplify the taxation of capital income, the single flat-rate levy (PFU or "flat tax")
is a consolidated tax applied to individuals, combining both personal income tax and social security contributions into
one global rate. Following recent legislative evolutions, this regime now applies differently depending on the specific
legal nature of the financial income.

The global rate is increased to 31.40% (with social contributions at 18.60%) for the following incomes:

— Dividends and interests: Classified as investment income (produits de placement);

— Capital gains on securities and crypto-assets: These are subject to a minor retroactivity (petite rétroactivité) and
will be taxed at the new rate for gains realized in 2025 and reported in the spring of 2026; and

— Non-professional furnished rentals (LMNP): Industrial and commercial profits (BIC) derived from these rentals
are also subject to the tax hike and minor retroactivity.

Conversely, the social contributions remain at 17.20% (maintaining the 30% global rate) for the following incomes:

— Real estate income (revenus fonciers);

— Real estate capital gains for individuals (plus-values immobiliéres des particuliers) ; and

— Incomes benefiting from the "historical rates" mechanism (taux historiques): This mechanism protects gains,
products, and incomes acquired or recorded before January 1, 2026, such as the fraction of PEA gains acquired
before January 1, 2018.

Taxpayers may alternatively choose an express and global option to be taxed at the progressive income tax rates instead
of the PFU. This option is no longer irrevocable; taxpayers may now renounce it a posteriori. If chosen, this option
mandatorily applies to all investment income and capital gains realized during the year. It allows for a 40% tax allowance
on eligible dividends and a partial tax deduction of the social contributions.



REAL ESTATE WEALTH TAX (IFI)

A real estate wealth tax (“IF1”) is levied on individuals whose cumulative net real estate fair value at 1st January (owned
directly or indirectly) exceeds EUR 1,300,000.

Unless an international tax treaty provides otherwise, French residents are taxed on their worldwide real estate assets,
whereas non-residents are only taxed on real estate assets located in France.

Several properties are exempted from taxation, in particular qualifying professional properties. Furthermore, a 30% tax
allowance applies to the valuation of the taxpayer's main residence (résidence principale).

Although the tax is triggered when the net wealth exceeds EUR 1,300,000, the calculation starts at EUR 800,000.

FRACTION OF NET RATE WEALTH TAX PER CUMULATIVE
TAXABLE WEALTH (EUR) APPLICABLE BRACKET (EUR) TAX (EUR)
Less than 800,000 0% Exempt -
800,001-1,300,000 0.50% 2,500 2,500
1,300,001-2,570,000 0.70% 8,890 11,390
2,570,001-5,000,000 1.00% 24,300 35,690
5,000,001-10,000,000 1.25% 62,500 98,190

More than 10,000,000 1.50% - -

To mitigate the threshold effect, net taxable estates valued between EUR 1,300,000 and EUR 1,400,000 benefit from a
specific discount. The calculated tax is reduced by an amount equal to: EUR 17,500 - (1.25% x net taxable wealth).

Besides, for French tax residents, a safeguard mechanism ensures that the sum of the IFl, personal income tax, and social
surcharges does not exceed 75% of the taxpayer's worldwide net income from the previous year. If it does, the excess
is deducted from the IFI payable.



ACCOUNTING AND REPORTING

ACCOUNTING PRINCIPLES
FORM AND CONTENT OF FINANCIAL STATEMENTS

The form and content of financial statements are defined in the ‘General Chart of Accounts’ (regulated by recent ANC
regulation 2022-06). The basic financial statements included in annual reports to shareholders are:
A balance sheet, where headings are classified by function (e.g., finance and customers) rather than by liquidity
An income statement, where revenues and expenses are classified by origin, and are systematically analysed under three
overall categories:

- Operating revenues and expenses

- Financial revenues and expenses

- Exceptional revenues and expenses
Explanatory notes
SAs, SASs and SARLs, as well as GEIEs and GIEs with either annual revenues of more than EUR 18 million or more than 300
employees, are required to provide forecast accounts (financial information, balance sheet and income statement
forecast) to their statutory auditors and works council.

Listed companies, on a regulated market, have the obligation to present their consolidated financial statements
according to the IFRS. IFRS standards cannot be applied for the statutory accounts but only for the consolidated
accounts.

The statutory auditor’s opinion and the directors’ report must also be included in the annual report.

The financial statements and the statutory auditor’s and directors’ reports must be filed with the Commercial Register and are
available for inspection by the public for most companies.

OBLIGATION CONCERNING THE SUBMISSION OF AN ELECTRONIC ACCOUNTING JOURNAL ENTRY AT THE BEGINNING OF
THE TAX AUDIT (FEC)

The obligation, codified in article L47 A | of the book of tax procedures, applies to all tax audits as from 1 January 2014.

The administration has published practical procedures for application.

SCOPE

The verification notices sent to all companies keeping their accounts by means of computerized systems from 1st
January 2014, for the fiscal years beginning on or after 1st January 2011 must be documented by a compulsory File of the
Accounting Entries (In French “FEC”) containing all the transactions for each year.

The file format has been standardized by the tax authorities, and must include:
¢ 18 specific fields:

Code of journal

Full text of the journal

Accounting entry number

Accounting date of entry

Account number from the French Chart of Account

Account name

Auxiliary accounting record

Full text of auxiliary account

Internal or external item reference

Items

Item registration date
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12. Literal identification of reason for entry

13. Debitamountin euros

14. Credit amount in euros

15. Indication of matching code

16. Matching date of entry

17. Date on which the registration of entry is final
18. Amount of transaction in foreign currency
19. Text of the currency used.

Failure to prepare the journal within 30 days is punishable with a minimum fine of 5,000 euros for each year audited,
able to reach 10% of the reassessment.

In the case of the journal is still incomplete, a fine of 0.5% of the turnover and penalties for opposition to tax audits (i.e.
rejection of the accounts) are applicable.

HEADINGS

e It is not necessary to report the analytical information related to the records or the associated supporting
documents,

e The FEC language used must be in French,

o The FEC file must be in French GAAP

e The FEC file must be edited directly from the software

e The file can be a flat file type (ASCIl) or comply with the XML format (XSD type structure, see the website
impots.gouv.fr)

SAVING THE FEC FILE

The FEC must be saved in order to freeze the data and give a specific date.

It must be named in accordance with the following convention: SIRENFECYYYYMMDD (Company SIREN code, "FEC", closing
date of the year in question)

The file may be saved:
e On CD-ROM or DVD-ROM
¢ Via an archiving service

CHART OF ACCOUNT

The ANC regulation on the modernization of financial statements applies to financial years beginning on or after
01/01/2025, with early adoption possible. This reform aims to:
- simplify and clarify the presentation of financial statements
- promoting their digitization and comparability.
- It also aims to bring French standards closer to international accounting rules, making financial information
clearer and more consistent.

This new regulation introduces several changes:
e new chart of accounts, including the removal and modification of certain accounts;
e anew definition of extraordinary income (impact on CVAE tax calculation);
e elimination of charge transfers;
e Included in operating income are accounts that were previously recorded under extraordinary income;
e Reduction and simplification of financial statement formats;

The tables included in the notes to the annual financial statements have been reviewed and updated to comply with the
new reform of the French Chart of Accounts (PCG). This reform introduces changes in both the presentation and the



content of the information to be disclosed, which has led to adjustments in certain tables to ensure compliance with the
new regulatory requirements.

This change resembles a shift in accounting policy and must be reported in the financial statement notes of the first year
the new PCG rules.

AUDITING

As discussed above, previously SA companies were subjected to an audit requirement, regardless of their size. This is no
longer the case.
A decree has recently modified the thresholds above which this formality is mandatory.

From now on, SA, SARL and SAS (and all other commercial company types) exceeding two of the following three
thresholds must appoint a statutory auditor:

o Balance sheet total > 5.000.000 €
o Revenues excluding tax > 10.000.000 €
o More than 50 employees on average

For companies directly or indirectly controlled by an entity required to appoint a statutory auditor, the thresholds are
different:

1) Balance sheet total > 2.500.000 €

2) Revenues excluding tax > 5.000.000 €

3) More than 25 employees on average

- Joint Statutory Auditors

The system of joint statutory auditors (co-commissariat aux comptes) was introduced in France by Law in 1966 on
commercial companies, with the primary objective of enhancing financial quality by strengthening the role of statutory
auditors. This law required companies making public offerings to appoint two joint statutory auditors, who were
expected to work collabouratively.

This framework was subsequently extended, mainly to companies required to publish consolidated financial statements,
as well as to credit institutions, financing companies, and investment firms subject to certain thresholds, and also to
political parties and groups under specific threshold conditions. It now requires the involvement of at least two statutory
auditors, meaning that the entities concerned may choose to appoint more than two (although this situation remains
relatively uncommon).

About the thresholds for the requirement to prepare consolidated financial statements, French laws has amended the
rules applicable to the preparation of consolidated accounts for corporate groups. As of January 1, 2025, groups will be
required to prepare consolidated accounts if, at the end of the financial year, they exceed two of the following three
thresholds:

e Total balance sheet: €30 million (previously €24 million)
e Net turnover: €60 million (previously €48 million)
e Average number of employees: 250 (unchanged)

This increase in thresholds is intended to reduce the administrative burden on medium-sized groups, while maintaining
the consolidation requirement for larger groups. It is therefore important for the companies concerned to review their
situation in light of these new thresholds as of the 2025 financial year.

Audits are conducted by professionals (statutory auditors / commissaires aux comptes) registered with the Institute.
Statutory auditors are appointed by the shareholders for a period of six financial years and three financial years in the



event of voluntary appointment.

The statutory auditor issues formal annual reports to shareholders:

e Auditor report — the auditor’s report must include an opinion with appropriate justification on the financial
statements and on legal compliance

e Special report — the special report contains disclosures of those transactions between a company and its
directors that either lie outside the normal course of business of the company or are not at arm’s-length

e Internal control report (only for companies quoted on the Stock Exchange) —this report presents the
observations of the statutory auditors on the report of the president concerning the internal control
procedures regarding the development and the treatment of the accounting and financial data processing.
The purpose of the statutory auditors is to ensure the information contained in the report of the president
is presented in a sincere way, is relevant and is not likely to be misinterpreted.

e More reports and more detailed reports are required for listed companies
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CONTACT DETAILS CONTACTS

Sémaphores Expertise SA Liaison contact: Philippe Bonnin

CS 81691 o Position: Managing Partner

105 avenue Raymond Poincaré Email: philippe.bonnin@uhygva.com
75116

Cedex 16

Paris

F-75771

Tel: +331 4500 76 00
Email: emmanuel.gayte@gva.fr

Year established: 1975
PCAOB revistered? No
Number of partners: 19
Total staff: 192

OTHER IN-COUNTRY OFFICE LOCATIONS AND CONTACTS
UHY GVA has a wide presence in France : Paris, Lyon, Lille, Toulouse, Montpellier, Marseille, Saint Denis de la
Réunion.

BRIEF DESCRIPTION OF FIRM

The firm is based in a well located area within walking distance from the Champs-Elysees.

Our team provides added value services and shares values such as proactivity, search for client satisfaction, open
mindedness and ethics.

Our total staff is of around 80 and is able to provide a wide range of services.

UHY and its international culture is very present in our day to day operations.

UHY GVA is also very active within the profession.

SPECIALIST SERVICE AREAS
International business services
Appraisal expertise

Corporate finance expertise
Human Resources and payroll

PRINCIPAL OPERATING SECTORS
Energy and energy-related sectors
Financial services

High tech

Manufacturing, retail and distribution
Charities

Aeronautics

Fashion

Investment funds
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LANGUAGES
French, English, German, Spanish, Arabic.

CURRENT PRINCIPAL CLIENTS
Confidentiality precludes disclosure of clients.

OTHER COUNTRIES IN UHY CURRENTLY WORKING WITH, OR HAVE WORKED WITH IN THE PAST
Argentina, Australia, Belgium, Canada, Czech Republic, Germany, Hungary, Israel, Italy, Ireland, Luxembourg,
Netherlands, Spain, Switzerland, UK, USA.

BRIEF HISTORY OF FIRM

Established in 1975, GVA joined UHY in 1989. In 1998, UHY GVA became a founding member of the Différence
network, a group of eight accountancy firms in France. GVA is a very proactive firm with an international focus. Our
team is dedicated to its clients.

On 1 January 2010, GVA acquired an auditing and accounting firm (ARCCA) of 15 people with great expertise in
the public sector and not-for-profit environment.

On December 2019, GVA joined Sémaphores and Alpha Group. Groupe Alpha and as a consequence UHYGVA
advice public and private sectors. Our firm’s auditing, consulting and support activities help our clients accomplish
their changes and transformations. We cover the most significant cities in France : Paris, Lyon, Toulouse, Lille,
Montpellier, Marseille, Saint Denis de la Réunion.

The firm is currently managed by 3 partners Philippe Bonnin, Patrick Hianasy and Emmanuel Gayte.

The total partnership is currently composed of 9 partners.

GVA is ISO 9001 certified and USAID accredited.
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UHY SEMAPHORES is an independent member of Urbach Hacker Young
International Limited ("UHY International"), a UK company, and forms part of
the UHY International network of legally independent accounting and consulting
firms.

Any engagement you have is with UHY SEMAPHORES and any services are
provided by UHY SEMAPHORES and not by UHY International or any other
member firm of UHY International. "UHY" is the brand name under which
members of UHY International provide their services: all rights to the UHY name
and logo belong to UHY International, and the use of the UHY name and logo
does not constitute any endorsement, representation or implied or express
warranty by UHY International.

UHY International has no liability whatsoever for services provided by UHY
SEMAPHORES, nor any other members and UHY SEMAPHORES has no liability

whatsoever for services provided by other member firms of UHY International.

© 2026 UHY International

www.uhy.com



