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INTRODUCTION 
 

This publication  has been prepared by the International  Bureau of Fiscal 
Documentation (IBFD) on behalf  of BDO Member Firms and their  clients  and 
prospective clients.  Its aim is to provide a useful guide to the tax rates and 
main reliefs  and exemptions for  the major  taxes in the countries where BDO Member 
Firms offer  tax    services, in a short and tabular form.  Its aim is also to provide a 
useful guide to the important legal aspects, labor law, statutory audit and accounting 
& tax obligations specific to France in a summarized form, prepared by BDO France.  

We have endeavored to include the most important  tax features,  important legal 
aspects, labor law, statutory audit and accounting & tax obligations but  it  is not 
feasible to discuss every subject  in comprehensive detail  within  this format.  If 
you would like  to know more,  please contact  the BDO Member Firm(s) with  which 
you normally  deal.  Your adviser will  be able to provide you with  information  on 
any further  issues and on the impact  of any legislation  and developments subsequent 
to the date mentioned at the heading of each  chapter.  

 
About BDO 

BDO is an international  network  of public  accounting,  tax and advisory firms 
which perform  professional services under the name of BDO. The fee income of 
the member firms in the BDO network,  including the members of their  exclusive 
alliances,  was $8.1 billion in 2017. These firms have representation  in 162 
terri tories, with over 73,854 people working out of 1,500 offices worldwide.  

BDOõs brand promise is built  upon our vision, to be the leader for  exceptional  
client service ð always, and everywhere. When you choose to work with BDO you 
quickly  discover why weõre different  from the rest.  BDO offers  a comprehensive 
collection  of high quality  tax services and assets designed to support exceptional  
performance,  and all  our tax engagements benefit  from the hands-on 
involvement  of experienced professionals, backed by world -class resources. We are 
agile enough to handle the biggest and the smallest names in the industries we  
serve, and our relationship -driven culture  means that  we can provide responsive 
and personalized advice to all our clients.  

We work hard to understand our clientsõ businesses and ensure that  we match 
both our service offering  and our people to their  complex individual  needs. We 
believe that  providing our clients  with  access to experienced professionals who 
are actively  engaged in addressing their  tax and business issues is the most 
reliable  way to provide exceptional  service, always with  a strong focus on trust  
and transparency.  

Regardless of your location,  size or international  ambitions we can provide 
effec tive  support as you expand into  new areas of the world.  In an ever-evolving 
economic environment,  businesses need a global network  that  provides 
exceptional,  bespoke service combined with  local knowledge and expertise.  BDO 
is uniquely positioned to serve this demand, providing effective  support and a 
truly  global integrated global footprint.  
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FRANCE 

This chapter is based on information available up to 1 January  2018.  

Abbreviations 
 

Abbreviation Name in original language (English name) 

CGI Code général des impôts (General Tax Code) 

CCH Code de la construction et de l habitation (Housing and Construction 
Law Code) 

CSS Code de la sécurité sociale (Social Security Code) 

LPF Livre des procédures fiscales (Book of Fiscal Procedure) 

Introduction  

Corporate income taxpayers are subject  to corporate  income tax (impôt  sur les 
sociétés, IS) on their business income realized through, and investment  income 
received by, enterprises (i.e. a permanent establishment, dependent  representative  

or òfull commercial cycleó) located in France. Income realized through, or received 
by, the foreign enterprise of a French company is not subject to French taxation.  The 
corporate  income tax due is increased by a social surcharge for  large companies and an 
exceptional  contribution  for  very large companies. In addition,  a number of other  taxes 
are levied on companies, including a local business tax and several payroll taxes. A VAT 

system applies.  

The French Republic consists of Metropolitan Departments (European territories)  and 
Overseas Departments (DOMs). French tax law is normally applicable in the DOMs of 
French Guiana, Guadeloupe, Martinique, Réunion and Mayotte, but is adapted to  the 
particular economic and social situation of these Departments. Only the  Metropolitan  

Departments are covered in this  chapter.  

The applicable currency is the e uro (EUR). 

1.  Corporate Income Tax 

1.1.  Type of tax  system 

Corporate income is first taxed in the hands of the company and dividends are  
subsequently  taxed in the hands of the shareholders at the appropriate  rates.  However, 
this classical system is modified  in that  dividends derived by a resident  company 
from another resident company may qualify for a participation exemption ( see section 
2.2.).  

1.2.  Taxable persons 

Liability  to corporate  income tax may be either  mandatory or optional.  The most 
important entities subject to mandatory corporate income tax liability are  
corporations (SAs), simplified stock companies (SASs), limited liability companies 
(SARLs),  partnerships limited by shares (SCAs) and liberal exercise companies (SELs, 
SELARLs). Moreover, corporate in come tax liability  applies mandatorily on the profits 

of limited partners in limited partnerships (article 206  of the CGI). 

General partnerships, limited partnerships (for the general partners),  single-member 
SARLS, civil companies and joint ventures may opt for the corporate income tax  
liability. Otherwise, they are treated as transparent entities (article 206 -3 of the  CGI). 
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A number of French entities  are exempt from corporate  income tax,  including non- 
profit  organizations (except  on passive income),  certain  agricultural  cooperatives,  
banks and unions, low-cost housing construction,  and credit  companies and certain  
public enterprises (articles 207 -208 septies of the CGI). 

This survey only deals with  the taxation  of SAs, SASs and SARLs. These entities  are 
referred to as  companies. 

1.2.1.  Residence 

Resident companies are those companies which have their  legal seat in France or which 
have their place of effective management in France (Guideline  BOI-IS-CHAMP-60-10- 
20-20120912, #1). 

1.3.  Taxable income 

1.3.1.  General 

In contrast to rules prevailing in most OECD countries, the French corporate  income 
tax is based on a territoriality principle, whereby tax is only due on business  income 
generated by enterprises (a permanent establishment, a dependent representative  or 

a òfull commercial cycleó) operating in France (article 209-I of the CGI).  Accordingly,  
business income derived through enterprises operating outside France is not taken into  
account for  French tax purposes nor are losses pertaining  to such enterprises.  Both 
French and foreign-source (active and passive) income is thus subject to French  
taxation in so far as  it is not derived by an enterprise located outside of  France. 

All types of business income fall  under one category.  Corporate income tax is levied on 
the aggregate net income of various sources of business income, including capital  gains 
realized on the transfer of business assets. 

1.3.2.  Exempt income 

Apart from the participation exemption on dividends and capital gains ( see sections 
2.2. and 1.4., respectively), no significant exemptions exist for corporate income  tax 
purposes. 

1.3.3.  Deductions 

1.3.3.1.  Deductible expenses 

Duly substantiated  expenses incurred  for  the purpose of acquiring and preserving 
taxable  income are deductible  (article  39 of the CGI). These include remuneration  

paid to employees and related  employerõs social security  contributions  as well  as group 
insurance payments. Interest expenses are generally deductible, subject notably to 
thin  capitalization rules ( see section 7.3.) and the limitation on the deduction of net  
interest  expense (see below).  

A general limitation  of deductibility  applies to interest  expenses, under which only 75% 

of the net interest  expenses are deductible  (article  212 bis of the CGI). The limitation  
applies to interest on loans to both related and unrelated parties. A safe harbour  rule 
applies under which the first  EUR 3 million  of net interest  expenses are always 
deductible. If, however, these expenses exceed EUR 3 million, the restriction applies 

to the entire  amount of the net interest  expenses. In the case of tax group consolidation 
(see section 2.1.),  this limitation  applies at the group level  (i.e.  not at the level  of 
each group company). 
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Further, the deduction  of interest  paid to a related  company is denied if  the tax paid by 

the lender on the received interest  is lower  than a quarter  (25%) of the tax that  would 

have been paid under French tax law.  

Commercial debt waivers may also be deducted if  the companyõs interest  is clearly  

demonstrated.  

Gifts to non -profit organizations may qualify for a tax credit; for details, see section 
1.7.6.  

The corporate  income tax itself  and the surcharges thereon (see section 1.6.1.)  are not 
deductible.  Other taxes and contributions  related  to the activities  of the company (see 
sections 3. and 4.) are deductible.  Indirect  taxes, other  than VAT, related  to the goods 
and services supplied to the company within the framework of its business activities  
are deductible as part of the acquisition cost. Input VAT related to business 
transactions which is not creditable against output VAT is deductible.  

1.3.3.2.  Non-deductible  expenses 

In general,  expenses related to exempt income, most notably by the  participation  
exemption  (see section 2.2.),  are not deductible.  In addition,  luxury expenses, 
including entertainment  expenses (e.g.  hunting and fishing),  and acquisition  and 

maintenance costs of luxury residences and boats, penalties for breach of a legal  
obligation,  are not deductible  (article  39 of the CGI). See also section 1.3.4.  for  
limitations  on the depreciation of  automobiles.  

1.3.4.  Depreciation and amortization  

Depreciation is generally allowed in respect of tangible  assets (except  for  land) which 
are subject  to normal wear and tear  and do not qualify  as inventory  items (article  39 Að 

39 B of the CGI). Intangible  assets which do not irreversibly  diminish in value, e.g.  
goodwill  and trademarks,  are not depreciable  (but  a provision may be set up for  them,  
see section 1.3.5.1.). However, the depreciation of certain specific intangible assets  
such as patents, software and shares in certain companies is allowed. Start -up costs 

may be either deducted as operating expenses or depreciated over a 5-year period.  

Deduction for depreciation is mandatory up to the straight -line amount even in a  loss 
year (article 39 B of the  CGI). 

The straight -line method may be applied without any restriction. The rates are  

computed by dividing the expenditure by the estimated useful life of the asset as  
determined  in accordance with  customary business practice.  Taxpayers may opt for  
another rate based on a different useful life estimation if the difference is within 20% 
of customary business practice,  or if  it  is justified  by specific  circumstances. 
Examples of generally accepted rates for the straight -line method  are:  

 
Item  Rate (%) 

Commercial buildings 2-5 

Industrial  buildings 5 

Office  buildings 4 
 

Item  Rate (%) 

Office  equipment  10-20 

Tools and machinery 10-20 

Automobiles and lorries  20-25 
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The declining-balance depreciation  is also allowed,  but  on a more limited  scale. It  may 

not be applied to assets whose useful life  is less than 3 years nor to used assets (unless 

renovated), automobiles, telephones, manual or simple electronic typewriters  and 
buildings other than hotels and certain industrial buildings whose useful life does not  

exceed 15 years. The rate is computed by multiplying the rate of straight -line  

depreciation  by: 

ð 1.75 if the useful life of the asset is 3 or 4  years; 

ð 2.25 if the useful life of the asset is 5 or 6 years;  and 

ð 2. 75 if the useful life of the asset exceeds 6  years. 

Until 2016, a  100% write-off over 12 months was available with respect to software . As 
from 1stJanuary 2017, such provision regarding software is no more applicable . 

Companies that are subject to the International Financial Reporting Standards  (IFRS) 

must apply the amortization method òper componentsó. Under this method, 
companies must account and depreciate  separately the principal  components of 
tangible  assets when these components (i)  must be renewed frequently,  (ii)  are used 
for  different  purposes, or (iii)  provide for  economic benefits  that  vary in time.  The 

amortization  period of an asset is determined on the basis of the expected time of  
use. 

Depreciation is generally based on the historic cost, excluding creditable VAT. How- 
ever, an investment allowance method, over and above the historic cost, is  available  
with respec t to assets whose acquisition was financed by certain grants and  subsidies. 

In such a case, depreciation  is computed by reference  to the acquisition  price as 
increased by 50% of the relevant grant.  

1.3.5.  Reserves and provisions 

1.3.5.1.  General requirements on  provisions 

Provisions may be created in order to cover future  losses, liabilities  or the depreciation  
of certain assets, provided that (article 39 -1-5 of the  CGI): 

ð the contingency to be covered is itself tax deductible;  and 

ð the expense or liability  is precisely identified,  highly probable and related  to 
events which are in progress at the time the provision is  booked. 

Provisions are classified under three main  categories:  

ð provisions for depreciation ( see section 1.3.5.2.);  

ð provisions for risks and expenses (see section 1.3.5.3.);  and 

ð provisions regulated by specific articles of the law ( see section 1.3.5.4.).  

Provisions for self-insurance are not deductible.  

1.3.5.2.  Provisions for depreciation  

Provisions may be created to cover the decrease in value of assets which may not be 
depreciated  (e.g.  going concerns, portfolio  shares and land) on the condition  that  such 

decrease in value is reversible (article 39 -1-5 of the  CGI). 

Provisions may also be created to cover the decrease in value of debt  claims. The 

amount of the provision for  doubtful  debts must be based on a debt assessment taking 
into account the probability of payment and estimated with sufficient  approximation.  

In principle,  the provision is formed on a debt-by-debt basis. However, the courts 

admit the deductibility of doubtful debt provisions determined on a global  estimation  
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to cover all  those doubtful  debts whose risk of loss is based on the same 

considerations. 

1.3.5.3.  Provisions for risks and expenses 

Provisions for  risks and expenses must generally fulfil  the general conditions set out in 
section 1.3.5.1. Such provisions may be created for taxes, staff expenses,  investment  

or repair costs, litigation costs and certain losses (article 39 -1-5 of the  CGI). 

1.3.5.4.  Specific provisions governed by certain articles of  law 

Although they do not meet the general requirements  (see section 1.3.5.1.),  certain  
provisions are deductible under specific rules provided by  law.  

In particular,  a provision for  inventory  price increases may be set up in any year in 
which, on an itemized basis, the unit price has increased by more than 10% since  the 

previous year. The provision, equal to the portion of the increase over 10%, may  not 
exceed EUR 15 million,  increased by 10% of the provision theoretically  deductible.  The 
provision must be added back to taxable income over a maximum of 6  years. 

The former  provisions for  credit  risks, or provisions for  oil,  gas, and mineral  depletion,  

no longer apply.  

1.4.  Capital  gains 

General 

Capital gains are generally deemed to be ordinary income and are,  therefore,  taxed at 
the standard corporate  income tax rate  (and the surcharges) (see section 1.6.1.)  
(article  38 of the CGI). However, capital  gains derived from the sale of shares in listed  
real estate companies are subject to a reduced tax rate of  19%. 

Small and medium-sized enterprises (SMEs) held directly or indirectly for more  than 
75% by individuals or by other  SMEs, are exempt from tax on capital  gains derived from 
the sale of a complete  branch or business activity  (excluding gains on immovable 
property)  the value of which does not exceed EUR 300,000. A partial  exemption  
applies where the value of the complete  branch or activity  exceeds EUR 300,000 but  

is less than EUR 500,000. 

Exemptions and reduced rates apply to certain transactions, as discussed below.  
Subject to certain  conditions,  capital  gains resulting  from mergers, divisions and 
similar transactions benefit from rollover  relief.  

Exempt capital gains 

The participation exemption discussed in section 2.2. also applies to capital gains  on 
qualifying participation shares that have been held for at least 2 years . However, this 
is not a full exemption as  a lump sum of 12% of the gross gains (deemed to represent 

non-deductible  expenses related to the participation) is added back to taxable income 
and taxed at the standard  rate  of corporate  income tax (see section 1.6.1.).  Capital 
gains from the disposal of shares that do not qualify for the participation exemption 
are fully taxable in  the normal manner. 

Reduced tax rates on capital gains 

A reduced tax rate of 15% applies to capital gains on (article 219 -I-a ter of the  CGI): 

ð units and shares held for  at least 5 years in qualifying  venture  capital  funds or 
companies; 

ð income derived from the licensing (or sublicensing) of patents or patentable  
inventions,  and manufacturing processes associated with such patents or 
patentable  inventions (including  improvements made to such patents),  held for  
at least 2 years, subject to certain conditions;  and 
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ð capital gains derived from the sale of patents or patentable inventions, and  
manufacturing processes associated with such patents or patentable inventions,  
held for at least 2 years, subject to certain  conditions.  

1.5.  Losses 

1.5.1.  Ordinary losses 

Losses may be carried  forward  indefinitely.  However, the set-off  of losses is limited  to 
50% of the current year profit, in so far as the profits exceed EUR 1 million, i.e.  only 
50% of the profits  above EUR 1 million  may be set off  against any available losses (article  
209-I of the CGI). Correspondingly, there  is a minimum taxable  profit  for  each 
financial  year in so far  as the profit  realized during that  year (i.e.  before any deduction  

of losses carried  forward)  exceeds EUR 1 million.  Any unused losses may be carried  
forward  indefinitely.  

Corporate taxpayers also have the option,  with  certain  restrictions,  to carry back 
losses against the previous yearõs profits up to EUR 1 million,  in which case they are 

entitled to a tax credit. The tax credit may be used during  the following  5 years. If  it  
is not used within  the 5 years, the tax credit  may be refunded in the sixth  year. 

The right  to carry forward  losses is forfeited  if  the taxpayer terminates  its business 
activities, sells its operations, takes part in a company reorganization (e.g.  merger,  
division), or is under a court order to liquidate its business. However, the losses 
accumulated by a company may be transferred to the company acquiring or absorbing  
it  upon a ruling from the tax administration,  provided that  the acquiring or absorbing 

company maintains the clientele,  workforce  and means of operation  for  a period of at 
least 3 years. 

The carry-forward of losses is also disallowed in case of a change of activity or for 
companies that reduce or  abandon their activities  if:  

ð the companyõs means of operation cease to exist over a 12 -month period;  or 

ð the companyõs average workforce or fixed assets decreases by 50% or more over 3 
years. 

1.5.2.  Capital  losses 

Capital losses are treated as ordinary losses. For losses on items the gains from which 
would qualify for a reduced tax rate, see section 1.4.  

Capital losses resulting from the devaluation of a non -resident subsidiaryõs value may 
not be deducted up to the amount of the tax -exempt profits received (under the  (EU) 
Parent-Subsidiary Directive  (2011/96))  from that  subsidiary in the current  and 

preceding 5 financial  years. 

1.6.  Rates 

Income and capital gains 

For fiscal years beginning on the 1st January 2018, the standard rate of corporation 

income tax (CIT) is set for all businesses at 28% within the  limit of ϫ 500,000 of taxable 

profit in a twelve -month period and at 33 1/3% beyond this limit.  

Small and medium-sized enterprises (with a turnover of less than 7,630,000 and not 
held by companies exceeding such threshold) are automatically entitled to a reduced 
rate of 15% on a fraction of their profits. The amount of taxable profit at the rate of 

15% is limited to EUR 38,120 per twelve -month period.  
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Companies Profits  (in ϵ) Rate FY 
2018 

Rate FY 
2019 

Rate 
FY 
2020 

Rate 
FY 
2021 

Rate 
FY 
2022 

Turnover < 

7,63 Mϵ 
0 à 38 120  

38 120 à 500 000 

> 500 000 

15 % 

28 % 

33,1/3  % 

 

28 % 

 

28 % 

 

26,5 % 

 

25 % 

Turnover > 

7,63 Mϵ 
 0 à 500 000 

 

 > 500 000 

28 % 

 

33, 1/3 % 

 

31 % 28 % 26,5 % 25 % 

Effective 
rate (social 
contributions 
included)  

0 à 500 000 

 

 > 500 000 

28,92 % 

 

34,43 % 

28,92 % 

 

32,02 % 

 

28,92 
% 

 

27,37 
% 

 

25,83 
% 

 

Additional contributions:  

Social contribution of 3.3% the CIT exceeding EUR 763 000 . 

For the fiscal years ending between 31st December 2017 and 30th December 2018, an 
exceptional contribution of 15% of the CIT is due by companies whose turnover exceeds 
EUR 1 billion and additional contribution of 15% is due by companies whose turnover is 
greater than or equal to  EUR 3 billion (subject to a smoothing mechanism).  

1.6.1.  Withholding taxes on domestic  payments 

There are generally no withholding taxes on dividends, interest and royalties paid  to 
resident companies. 

For withholding taxes on payments to non -resident companies, see section 6.3.  

1.7.  Incentives 

1.7.1.  Accelerated depreciation  

See section 1.3.4.  

1.7.2.  Research and development  

1.7.2.1.  R&D credit  

A tax credit for research and development (R&D) expenditure is available (article  244 
quater B of the CGI). The R&D credit, which takes into account the annual volume  of 
expenditure,  amounts to 30% of the expenses related  to operations of research and 
development up to EUR 100 million, and 5% for the excess.  

The R&D credit  is generally offset  against corporate  income tax for  the year during 
which the qualifying  expenditures were incurred.  Any excess credit  may be carried  
forward for 3 years and is refunded after that period of time if not  used. 

However, SMEs, innovative  new enterprises (see section 1.7.2.2.),  newly created 
companies in certain redevelopment areas ( see section 1.7.3.) and companies in  

hardship are granted an immediate refund of the credit related to expenditures  
incurred.  

1.7.2.2.  Innovative new enterprises 

A special regime for innovative new companies applies to SMEs the capital of which is 
owned for at least 50% by individuals (article 44 sexies -0 A of the CGI). To qualify for 
the regime, a company must have existed for less than 8 years and must carry out 
research and development activities with a value of at least 15% of its total deductible 
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expenditure. This regime grants a full exemption from corporate income tax for the first 
profitable 12 -month period, and a 50% exemption for the next profitable 12 months. 
This regime also grants exemptions from various other taxes, e.g. local business tax (see 
section 3.1.) and social security contributions (see section 4.2. ).  

 

1.7.3.  Regional development incentives  

Redevelopment areas 

A 5-year tax exemption  is granted to companies created in certain  redevelopment  
areas by 31 December 2020, i.e.  in areas with  a declining population  and a high 
unemployment rate  (article  44 quindecies of the CGI). The overall  reduction  of taxes 

(not  of the tax base) pertaining  to this regime cannot,  however, exceed EUR 200,000 
over a 3- year period.  

Corsica 

A tax credit  is available for  certain  business investments made in Corsica by small and 
medium-sized enterprises (SMEs) if such investments are made before 1 January 2021 
(article  244 quater  E of the CGI). Various conditions apply to qualifying  SMEs and 
investments.  The credit  is equal to 20% of the cost or the acquisition  price of qualifying  

investments.  The credit  may be set off  against the corporate  (or individual)  income tax 
due by investors in the assessment year in which the investment is  made. 

Any excess credit  may be carried  forward  for  9 years, or, after  that  period has passed, 
a refund of up to 50% of the unused credit (with a maximum of EUR 300,000) may  be 
obtained. A partial refund (35% of the tax credit, with a maximum of EUR 300,000)  is 

available after 5 years. An immediate refund is available for certain enterprises,  e.g.  
newly created companies in certain redevelopment areas ( see above) and innovative  
new enterprises ( see section 1.7.2.2.).  

Overseas Departments 

Investment deductions and tax stabilization agreements are amongst the  incentives 
available in the Overseas Departments of French Guiana, Guadeloupe, Martinique  and 
Réunion. 

Urban tax-free zones 

Enterprises newly created (before  1 January 2021) in one of the specified economically 

disadvantaged urban and suburban zones are eligible  for  various tax incentives,  
including a 5-year corporate  income tax exemption  (article  44 octies A of the CGI). The 
total  amount of income so exempted,  however, cannot exceed EUR 50,000 in any 12-
month period.  

1.7.4.   Tax credit for competitiveness and  employment  

A tax credit  is available for  companies in respect of their  employment  costs in order to 
support investment, research, innovation, training, recruitment, etc. (article  244 
quater  C of the CGI) The credit  amounts to 6% of the gross remunerations paid to 
employees earning less than 2.5 times the minimum wage. Any excess of the tax credit 

may be carried  forward  over the next 2 years and any unused portion  at the end of this 
3-year period is reimbursed by the tax authorities.  The refund is immediately  available,  
inter  alia, for companies that qualify as small and medium -sized companies under the 
EU regulations.   

Such tax credit for competitiveness and employment will  be converted into a reduction 
in payroll charges as from 2019. 

1.7.5.  Other  

Qualifying companies created for the purpose of taking over distressed companies in 
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certain defined regional zones are partially exempt from corporate income tax,  under 

certain conditions (article 44 septies of the CGI). The amount of exempt profit  varies, 
depending on the amount of eligible  expenses multiplied  by a coefficient.  The 
exemption applies until 31 December  2020. 

Gifts to non -profit organizations resident in the EEA are eligible for a tax credit  equal 

to 60% of their  amount,  up to a maximum of 0.05% of the taxpayerõs domestic turnover.  
Any excess credit  may be carried  forward  to be set off  during the next 5 financial  
years. 

1.8.  Administration  

1.8.1.  Taxable period  

The tax year is the calendar year or, if the taxpayerõs financial year is other than the 
calendar year, the financial year closed during the  relevant calendar year (article  223 
of the CGI). Corporate income tax is assessed on the income derived during the  most 
recently closed financial  year. 

1.8.2.  Tax returns and  assessment 

Companies must file a tax return within 3 months of the closing of the financial  year 
(article 223 of the CGI). The self -assessment method is generally used, i.e. the  tax- 
payer calculates the tax due after  deducting any advance payments of corporate  
income tax and other creditable  taxes. 

1.8.3.  Payment of tax  

Companies are required  to make quarterly  advance payments of corporate  income tax 
(article  1668 of the CGI). These payments are determined  by reference  to the taxable  
income of the most recently closed tax year.  

2.  Transactions between Resident Companies 

2.1.  Group treatment  

The income of a group of companies may be consolidated.  Under the tax group regime 
(intégration fiscale , or òtax consolidationó), the income and losses of resident 

companies within  a 95% group may be aggregated and taxed in the hands of the 
parent  company of the group (article 223 Að223 U of the CGI). 

The parent  company must be a resident  company that  is not itself  95% or more directly  
owned by another resident  company which is subject  to corporate  income tax in 

France. The parent  company may, however, be fully  owned by a non-resident  company. 
With effect  from 31 December 2009, a French sub-subsidiary held through a foreign 
subsidiary of the French parent company is also eligible for consolidation. For  fiscal 
years ending on or after 31 December 2014, two or more resident òsisteró companies 
owned by an EEA-resident company may also form a (òhorizontaló) tax group. In such 

a case, the head of the group is not the non -resident parent company, but one of  the 
eligible resident companies upon  election.  

Subsidiaries eligible for the tax group regime may or may not join the  group. 

The tax is levied on the aggregate income of the tax group after certain  adjustments  
(eg. intra -group provisions, debt waivers) etc.,  have been made.  

As from 1 January 2016, intra -group dividend distributions within a  tax-consolidated 

group benefit from 99% exemption ð see section 2.2.).  

For the restrictions  on the deductibility  of net interest  expenses in relation  to tax 

groups, see section 1.3.3.1.  
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2.2.  Intercompany dividends  

Standard regime 

Unless the participation  exemption  applies, dividends derived by corporate  
shareholders are included in the taxable  income subject  to the standard rate  of 

corporate  income tax ( see section 1.6.1.).  

Participation exemption  

The participation exemption  is available to resident parent companies and  permanent 
establishments of non-resident  parent  companies in respect of dividends received 

from their  resident  and non-resident  subsidiaries (articles  145 and 216 of the CGI). The 
participation exemption regime meets the requirements of the (EU)  Parent-Subsidiary 
Directive (2011/96) in respect of inbound  dividends. 

To qualify for the regime, the parent company  must:  

ð have a direct  participation  in the subsidiary equal to at least 5% of the subsidiaryõs 
capital (in full or bare ownership);  and 

ð must have held this 5% participation  for  at least 2 years (or commit  to hold the 
shares for at least 2  years). 

For financial  years ending on or after  31 December 2015, an exception  applies to 
companies held by one or several non-profit organizations: such companies may  benefit  
from the participation  exemption  on dividends derived from shares representing at 
least 2.5% of the capital and 5% of the voting rights of the distributing company, pro- 
vided that these shares are held for at least 5  years. 

The participation  exemption  does not lead to a full  exemption,  but  only to a 95% 

exemption:  5% of the dividends, deemed to represent the non-deductible  expenses 
incurred  for  the participation,  are added back to taxable  income and taxed at the 
standard rate of corporate income  tax.  

As from 1 January 2016, the add-back is 1% for  intra -group dividend distributions 

within a tax -consolidated group (see section 2.1.)  and for intra -group dividend 
distributions received from an  EEA subsidiary that meets the conditions required for a 
resident company to be included in the  tax-consolidated group. As a result, intra -group 
dividend distributions benefit from a 99%  participation  exemption.  

Withholding tax  

For domestic withholding tax  on dividends distributed to non -resident shareholders, 
see section 6.3.1.  

3.  Other Taxes on Income 

3.1.  Local business tax  

All companies engaged in a business in France, are subject to a local tax known as  the 
territorial economic contribution ( contribution économique territoriale , CET). The 
tax consists of two distinct contributions: the immovable property contribution  (CFE) 
and the added value contribution (CVAE). Both contributions are levied by local  
councils on a calendar year. 

The tax base of the CFE is the notional  rental  value of the companyõs immovable 
property.  The rates vary from municipality  to municipality.   

The CVAE is an additional  tax on companies whose turnover exceeds EUR 152,500. A 
single rate of 1.5% applies to  the added value produced by the company. A degressive 

allowance is granted to  the company depending on its turnover.  The added value is 
defined as sales minus purchases and the value of inventory at the opening of the 
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financial  year. 

The total CET (i.e. the aggregate amount of CFE and CVAE) may not exceed 3% of the 
added value. The CET is deductible for corporate income tax  purposes. 

3.2.  Social solidarity  tax  

A social solidarity  tax is levied on a companyõs turnover  (article  L 651-1 of the C3S). The 
social solidarity tax has been merged with the additional contribution for a total rate 
of 0.16%. From 2016, an annual allowance of EUR 19 million applies to the tax base.  

4.  Taxes on Payroll 

4.1.  Wage tax  

The wage tax ( taxe sur les salaires ) is only imposed on employers (resident companies 
and French permanent establishments of non-resident  companies) that  are not 
subject  to VAT during the year when salaries are paid,  or employers that  were not 
subject to VAT on at least 90% of their turnover during the preceding year (article  231 
of the CGI). The tax is progressive and is based on salaries paid during the  preceding 

year. 

 

Salary paid in 2017 (payroll tax due in  2018) 

 
Annual salary (ϵ) 2017 ( tax payable in 2018)  Rate (%) 

Up to  7 721 4.25 

7 721 ð 15 417 8.50 

15 417 ð 152,279 13.60 

Over 152,279 20.00 

 

The payroll tax is deductible for corporate income tax  purposes. 

4.2.  Social security contributions  

Social security  contributions  (cotisations  sociales) are due by employers, employees or 
both and are computed on total  wages and salaries (including  fringe  benefits  and 
employment -related  allowances) or on maximum amounts known as social security 
ceilings (C). For 2018, the  maximum of all the ceilings is : 

 
Tranche A : (ϵ 0 ς ϵ 3 311) Max. ϵ  3,311  

Tranche B : (ϵ 3 311,01 ς ϵ 13 244) Max. ϵ 9,933 

Tranche C  : (ϵ 13 244,01 ς ϵ 26 488) Max. ϵ 13,244 

Tranche 1 

 
: (ϵ 0- ϵ 3 311) Max. ϵ  3 311 

 Tranche 2 : (ϵ 3 311,01 ς ϵ 9 933) Max. ϵ  6 622 
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For 2018, employers must pay the following (basic) contributions for their  employees: 

 
Contribution  for  Employer (%) Base 

Health benefits  13 Salary 

Family allowance 5.25 Salary 

Housing aid: companies with    
ð fewer than 20 employees;  or 0.1 Salary (A) 

ð 20 employees or more 0.5 Salary 

Old-age solidarity  0.3 Salary 

Trade unions 0.016 Salary 

Old-age pension (uncapped) 1.90 Salary 

Old-age pension (capped) 8.55 Salary (A)C1 

Unemployment benefits  4.5 Salary (A+B)up to C3 

Salaries of bankrupt companies 0.25 Salary up to C3 

In addition, an extensive set of contributions for mandatory supplementary  pension 

schemes applies for executive and non-executive  employees. 

In certain  types of business, additional  contributions  are due, in particular  for  accident  
insurance. Special levies are imposed on employers in the Paris area to finance  
transportation (50% of season tickets). Special contributions are also imposed on  
benefits  granted to employees in the form of stock options. Certain exemptions are  
available under a number of employment promotion  plans. 

Social security contributions are deductible for corporate income tax  purposes. 

For social security  contributions  payable by employees, see Individual  Taxation section 3. 

4.3.  Other taxes 

Apprenticeship tax  

Apprenticeship tax is generally levied on the total payroll at a rate of 0.68%  (article  
1599 ter  A of the CGI). Companies that  employ more than 250 employees may be 
subject to an additional apprenticeship  contribution.  

Reduced rates are applicable under certain circumstances. The tax is deductible  for  
corporate income tax  purposes. 

Vocational training tax  

Employers with  11 employees or more must invest 1% of their  payroll  in vocational  
training  programs (Formation continue, article  235 ter  C and following  of the CGI). 
The rate  is 0.55% for  employers with  less than 11 employees. The tax is deductible  for  
corporate  income tax purposes. 

Construction tax  

Construction tax applies to employers who employ 20 employees or more (article  L 
313-1 of the CCH). Such employers must invest a portion of their payroll  in the  
construction of residential housing. The tax is levied at a rate of 0.45% on the payroll  

of the preceding year. Employers that  become liable  to this tax are exempt for  the first  
3 years and benefit from a reduced rate for the following 3 years. The  tax is deductible  
for corporate income tax  purposes. 
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5.  Taxes on Capital 

5.1.  Real estate tax  

Real estate tax (taxe foncière ) is a local tax due annually on all  properties  owned on 1 
January of the relevant  year (article  1380ð1391 E of the CGI). The tax is due by the 
owner and applies to both developed and undeveloped immovable property located  in 
France. 

5.2.  Other taxes 

An annual bank levy (taxe bancaire de risque systémique ) is due until 2018 by banks 
and financial institutions that are resident companies or French permanent 

establishments of companies resident outside the EEA and that are subject to 
prudential rules (article 235 ter ZE of the CGI). The tax is payable by companies subject 
to minimum capita l requirements of at least  EUR 500 million . Branches of foreign 
companies resident in the EEA are outside the scope of the  tax.  

6.  International Aspects  

6.1.  Resident companies 

For the concept of residence, see section 1.2.1.  

6.1.1.  Foreign income and capital  gains 

Pursuant to the French territoriality  principle  (see section 1.3.1.),  active  business 
income derived through an enterprise (a permanent establishment, a dependent  
representative or a òfull commercial cycleó) operating outside France is not taken into  

account for French tax  purposes. 

Worldwide tax liability applies to investment income, such as dividends  (unless 
exempt,  see section 2.2.),  interest  and royalties  derived directly  from abroad (i.e.  not 
attributable to a foreign permanent  establishment).  

As an exception  to the French territoriality  principle,  resident  companies may be 

taxed in France on income from non-resident  entities  or permanent establishments 
under CFC rules (see section 7.4.).  

Capital gains realized from the sale of business assets are subject  to tax in France 
under the general rules ( see section 1.4.) unless such assets pertain to a  permanent 
establishment abroad, in which case they are exempt in France. Capital gains  derived 

directly from the disposal of shares in foreign companies are included in the  taxable  
income subject  to the standard rate  of corporate  income tax (see section 1.6.1.).  How- 
ever, such gains may also qualify for the participation exemption  regime (see section 
1.4.).  

6.1.2.  Foreign losses 

Under the principle  of territoriality,  business income derived by a French company 
through foreign enterprises (i.e. a permanent establishment, a dependent  
representative  or a òfull commercial  cycleó) is generally not assessable for  French 

tax purposes. Accordingly,  losses incurred  by foreign enterprises of resident 
companies, even on liquidation, are not recognized for tax purposes in  France. 

6.1.3.  Foreign capital  

There is no net worth  tax.  Immovable property  located  abroad is not subject  to French 
real estate tax.  
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6.1.4.  Double taxation  relief  

In the case of foreign-source business income, the main unilateral  double taxation  
relief is the territoriality principle ( see section 6.1.1.). In respect of  foreign-source 

passive investment  income, such as dividends (unless exempt,  see section 2.2.),  
inter est and royalties, there is no credit for foreign taxes under domestic law, but 
foreign taxes levied by non-treaty countries are deductible as expenses (article 39 -1-
4 of the CGI). 

Under tax treaties,  the exemption  method is usually applied to active  (business) 

income, whereas the credit method is applied to passive investment income.  The 
credit  is computed on a per-country  basis. In addition,  the credit  is limited  to the 
amount of French tax attributable to the foreign -source income to which the credit  is 
attached.  Excess foreign tax credit  may not be carried  over. For dividends, no credit  is 

granted for the underlying corporate income  tax.  

6.2.  Non-resident  companies 

Generally speaking, companies which do not have their  legal seat or place of effective  
management in France are considered to be non-resident  companies. 

According to recent case law, a person that is not effectively subject to taxation  may 
not be considered as a resident  within  the meaning of article  4 of the OECD Model. 

Such person is therefore not entitled to treaty benefits (such as reduced  withholding  
tax rates).  

6.2.1.  Taxes on income and capital  gains 

Income realized by a permanent establishment  

Pursuant to the territoriality  principle  (see section 6.1.1.),  where a non-resident  
company is deemed to be engaged in a business in France (through a permanent 
establishment,  dependent representative  or òfull commercial  cycleó), it  is treated  

as a taxable entity subject to the same corporate income tax rules  as a resident 
company. The rate of the tax and the surcharges thereon are also the same as for 
resident companies. 

In addition  to corporate  income tax,  non-resident  companies engaged in qualifying  

activities in France are subject to other taxes on income normally levied on  resident 
companies (see section 3.),  

After -tax profits of branches, permanent establishments and other  unincorporated  
enterprises of non -resident companies are subject to a 30% branch profits tax  (article  

115 quinquies of the CGI). However, the branch remittance  tax:  

ð is not due from companies that  have their  place of effective  management in an EEA 
Member State and that are subject therein to corporate income tax with no  
possibility of opting for taxation or of being exempt;  and 

ð may be reduced or waived under tax  treaties.  

For branches of companies resident  in an NCST (see section 7.1.),  the rate  is increased 
to 75%. 

French-source or foreign-source dividends, interest and royalties related to a  
permanent establishment in France are included in the tax base of that permanent  
establishment for corporate income tax purposes. Permanent establishments may  

qualify  for the participation exemption ( see section 2.2.).  

Outbound income 
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Dividends, interest  (only when paid to a company resident  in an NCST see section 7.1.)  

and royalties paid to non-resident companies directly are subject to  withholding  tax 
(see section 6.3.).  

Non-resident  companies are subject  to tax on rental  income derived from French-situs 
immovable property,  whether  or not such income is attributable  to a permanent 

establishment (article 209 -I and 244 bis of the CGI). Pursuant to French domestic law  
and case law, the same applies under tax  treaties.  

Capital gains on French assets 

Capital gains realized from the disposal of immovable property  located  in France or of 
an interest in a real estate company (i.e. any company whose assets consist for  more 
than 50% of immovable property) are subject to tax in France ( see section 6.3.4.).  

Capital gains realized by non-resident companies on participations  in resident  companies 
are subject  to tax under the general rules (see section 1.4.),  if  derived through a 
permanent establishment.  Otherwise,  such gains are subject  to tax only if  the 
participation  exceeds (or has exceeded at any time  within the 5 preceding years) 25% 

of the rights in the profits  of the resident  company, in which case the tax is assessed 
(article  244 bis B of the CGI) as follows:   

- 33, 1/3% if legal entity;   

- 12,8 % if individual ;  

- 75 % if entity or individual incorporated or constituted outside France in a non -cooperative 
country or territory.  

However, such gains derived by parent  companies resident  in another EEA country  may 

also qualify  for  the participation  exemption  under the conditions described in 
sections 1.4.  and 2.2.  In addition  to those conditions,  the non-resident  company must 
be subject to corporate income tax in its state of  residence. 

6.2.2.  Taxes on capital  

There is no net worth tax. Non -resident companies are subject to real estate tax  (see 
section 5.2.) in respect of their immovable property located in  France. 

In addition, a 3% tax is due on the market value of French -situs immovable property  
owned by some non-resident  entities  (article  990 Dð990 G of the CGI).  

However, the tax is not due from resident companies in another EEA state or in a 
country  with  which France has a tax treaty containing a clause (i) on administrative 

assistance or (ii)  precluding discrimination based on  nationality.  

6.3.  Withholding taxes on payments to non -resident  companies 

6.3.1.  Dividends 

Standard regime 

Gross dividends distributed to non -resident shareholders are subject to a final  with - 

holding tax at a rate of 30% unless a treaty provides for a lower rate (articles 119  bis 
and 187 of the CGI) (see section 6.3.5.).  

EU/EEA parent company 

Under article 119 ter of the CGI implementing the provisions of the (EU)  Parent-
Subsidiary Directive (2011/96), no withholding tax is levied on dividends paid by a  
French company to a qualifying parent company resident in the European  Economic 

Area (EEA). The exemption  also applies to dividends paid to a permanent 
establishment located in France with a qualifying EEA parent  company. 

The exemption applies  if:  
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ð the parent company is the beneficial owner of the  dividends; 

ð the parent  company has its place of effective  management in an EEA state with  
which France concluded an administrative assistance treaty, and is not deemed to 
be domiciled  outside the EEA pursuant to a tax treaty  concluded with  a non-EEA 
state;  

ð the parent company has one of the legal forms listed in the Directive  n. 2011/96/UE 
of the 30 th November 2011, or a  comparable form if its place of effective 
management is located in an EEA state;  

ð the parent  company holds directly  at least 10% of the full  or bare ownership of the 
share capital  of the French subsidiary for  an uninterrupted  period of at least 2 
years (or commits to hold the shares for  at least 2 years). The 10% participation  
threshold is reduced to 5% if the parent company holds shares that fulfil the  
conditions provided for in the French participation exemption rules, and is unable  
to make use of a tax credit  for  French withholding  tax in its country  of residence; 
and 

ð the parent company is subject to corporate income tax in the EEA state where its  
place of effective management is located, with no possibility to opt for such  tax 
and without being exempt from  it.  

A general anti -abuse clause provides that  the withholding  tax exemption  shall not 
apply to dividends if certain conditions are met ( see section 2.2.).  

 

Exceptions 

The 30% rate is reduced to 15% for dividends distributed by French companies to  non- 
profit organizations (e.g. pension funds) resident in another EEA country (articles  187 

and 219 bis of the CGI). The non-profit  character  of a foreign entity  is assessed in 
accordance with French domestic  law.  

Dividends paid to Undertakings for  Collective  Investment in Transferable Securities 
(UCITS) resident in the EEA are exempt from withholding tax if certain conditions  are 
met.  

Dividends paid on or after  1 January 2016 to a company of which the place of effective  
management is located in an EU Member State (or in an EEA state with which  France 
has concluded an administrative  assistance treaty),  are exempt from withholding  tax if  
that company is (i) in a loss-making position or (ii) going through winding up proceeds  
or is insolvent (under conditions) (article 119 quinquies of the  CGI). 

Dividends distributed  by a resident  company to a company resident  in an NCST (see 
section 7.1.)  are subject  to a final  withholding  tax at a rate  of 75%, unless a tax treaty  
provides for a lower rate ( see section 6.3.5.).  

6.3.2.  Interest  

In general, no withholding tax is levied on interest paid to non -resident companies. 

Only interest paid to a company located in an NCST ( see section 7.1.) is subject to  a 

final withholding tax at a rate of 75%, unless the taxpayer proves that the  payments 
are not motivated by tax  avoidance. 

6.3.3.  Royalties 

Standard regime 

Gross royalties  are subject  to withholding  tax at a rate  of 33 1/3% unless a treaty  pro- 
vides for a lower rate (article 182 B of the CGI) ( see section 6.3.5.). This  withholding  
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tax is not final as it is credited against the corporate income tax assessed under  the 

general rules. 

EU associated company 

Under article  182 B bis of the CGI implementing  the provisions of the (EU) Interest  and 
Royalties Directive (2003/49), outbound royalty payments are exempt from  

withhold ing tax,  provided that  the beneficial  owner is an associated company of the 
paying company and is resident  in another Member State or such a companyõs 
permanent establishment is situated in another Member  State.  

Two companies are considered òassociated companiesó if:  

ð one of them has a direct minimum holding of 25% in the capital of the other;  or 

ð third EU company has a direct minimum holding of 25% in the capital of the  two 
companies. 

The holding must be maintained for at least 2 years (or the associated company  must 
undertake to keep the shares for at least 2 years). The relevant companies must  have 
a legal form l isted in the Annex of the Directive and be subject to corporate  income 

tax.  

In accordance with the armõs length principle, where, by reason of a special  relation - 
ship between the payer and the beneficial owner of the royalties, or between one  of 
them and some other  person, the amount of royalties  exceeds the amount which would 

have been agreed by the payer and the beneficial  owner in the absence of such a 
relationship, the exemption shall apply only to the latter, if  any. 

A general anti -abuse clause provides that  the withholding  tax exemption  shall not 
apply if  the royalties  are paid to a company or permanent establishment of a company 
that  is directly  or indirectly  controlled  by non-EU residents and if  the only or principal  

aim of the chain of participation is to benefit from the withholding tax  exemption.  

Exceptions 

Royalties paid to a company resident  in an NCST (see section 7.1.)  are subject  to a final  
withholding  tax at a rate  of 75%, unless the taxpayer proves that  the payments are not 

motivated by tax  avoidance. 

6.3.4.  Other  

A non-resident  company without  a permanent establishment in France may be liable  to 
tax in France for payments in consideration of the supply of any kind of services,  such 
as technical or managerial services, or artistic performances. The tax is withheld at  a 
rate  of 33 1/3%. The tax withheld  is not final,  but  creditable  against corporate  income 
tax assessed under the general rules.  If the recipient  is resident  in an NCST (see section 

7.1.), the rate of the withholding tax  is raised to 75%, unless the taxpayer is able to 
prove that  the transaction  is not motivated  by tax avoidance (article  182 B of the CGI). 

Capital gains on the disposal of immovable property  (or rights on immovable property)  
situated in France are subject to withholding tax at a rate of 33 1/3%, for both  

occasional and recurrent gains. If the seller is a resident of an NCST ( see section 7.1.),  
a 75% rate applies. The tax paid is credited against the corporate income tax  liability,  
but any excess is not refunded (article 244 bis A of the  CGI). 

Capital gains on shares held in a resident  company whereby the non-resident  company 

holds (or has held at any time in the 5 preceding years) more than 25% of the rights  in 

the profits  of the resident  company are subject  to a non-final  withholding  tax at the 
French CIT standard rate. Such gains are exempt if  derived by a parent  company 

resident in another EEA country which is subject to corporate income tax. However, if 
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the gain is derived by  a resident  of an NCST (see section 7.1.),  the liability  to tax arises 

regardless of the level  of participation  in the resident  company and a final  withholding  

tax is levied at the rate of 75% (article 244 bis B of the  CGI). 

6.3.5.  Withholding tax rates  chart  

The following  chart  contains the withholding  tax rates that  are applicable  to dividend,  
interest  and royalty  payments by French companies to non-residents under the tax 

treaties in force as at the date of review. Where, in a particular case, a treaty rate  is 
higher than the domestic rate,  the latter  is applicable.  There is no withholding  tax 
under domestic law on interest paid to non -resident companies and no tax is  withheld  
on such payments, even where a treaty allows such  tax.  

A reduced treaty  rate  may be applied at source if  the appropriate  residence certificate  
has been presented to the withholding  agent.  

 

 Dividends Interest 1
 Royalties 

 Individuals,  

companies 
Qualifying  

companies2
 

  

 (%) (%) (%) (%) 

Domestic Rates     

Companies: 0/15/30/75  0 0/75  0/33.33/75  

Individuals:  21/30/75  n/a  0/75  15/33.33/75  

Treaty Rates     

Treaty  With:      

Albania 15 5 10 5 

Algeria 15 53 0/10 4
 5/10  

Andorra ð/15 6
 ð/5 36

 0/5 7
 5 

Argentina 15 15 20 18 

Armenia 15 53 10 5/10  

Australia 15 0/5 10
 0/10 4

 5 

Austria 15 03 0 0 

Azerbaijan 10 10 10 5/10  

Bahrain 0 0 0 0 

Bangladesh 15 103
 10 10 

Belarus 15 15 0/10 12
 0 

Belgium 15 103
 15 0 

Benin ð13 ð13 ð13 0/  

Bolivia 15 15 15 151 

Bosnia and 
Herzegovina15

 

 
15 

 
5 

 
0 

 
0 

Botswana 12 5 10 10 

Brazil 15 15 10/15 16
 10/15/25  

Bulgaria 15 518 0 5 

Burkina Faso ð13 ð13 ð13 0 

Cameroon 15 15 0/15 19
 7.5/15  

Canada (see also 
Quebec) 

 
15 

 

53 

 

0/10 19
 

 

0/10 2
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Central African 
Republic 

 
ð 

 
ð 

 

ð13 

 

0 

Chile 15 15 5/15 22
 5/10  

China (Peopleõs Rep.) 10 5 10 10 

Congo (Rep.) 20 153
 0 15 

Croatia 15 03 0 0 

Cyprus 15 103
 0/10 4

 0/5  

Czech Republic 10 0 0 0/5/10  

 
 

Ecuador 15 15 10/15 15 

Egypt 0 0 15 15 

Estonia 15 53 0/10 27
 0 

Ethiopia 10 10 5 7.5 

Finland 0 0 0/10 4
 0 

French Polynesia ð13 ð13 0 - 

Gabon 15 15 0/10 27
 103

 

Georgia 10 0/5 29
 0 0 

Germany 15 03 0 0 

Ghana 15 53 10 10 

Greece ð13 ð13 0/12 30
 5 

Guinea 15 15 0/10 4
 104

 

Hong Kong 10 10 10 10 

Hungary 15 5 0 0 

Iceland 15 53 0 0 

India 10/15 31
 10/15 31

 10/15 31
 0 

Indonesia 15 10 10/15 32
 10 

Iran 20 15 15 105
 

Ireland 15 1033 0 0 

Israel 15 53 5/10 27
 106

 

Italy  15 53 0/10 19
 0/5  

Ivory Coast 15 15 0/15 19
 0/ 10 

Jamaica 15 103
 10 10 

Japan 10 0/5 34
 0/10 35

 0 

Jordan 15 53 0/15 4
 5/15/25  

Kazakhstan 15 53 0/10 19
 10 

Kenya 10 10 12 10 

Korea (Rep.) 15 103
 0/10 19

 10 

Kuwait 0 0 0 0 

Kyrgyzstan11
 15 15 10 0 

Latvia 15 53 10 5/10 23
 

Lebanon 0 0 0 33 1/3  

Libya 10 53 0 0 

Lithuania  15 53 10 5/10  
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Luxembourg 15 5 0 0 

Macedonia (FYR) 15 03 0 0 

Madagascar 25 15 15 10/15  

Malawi38
 ð13 1039 ð13 0 

Malaysia 15 53 15 10/33 1/3  

Mali ð13 ð13 ð13 014
 

Malta 15 53 10 107
 

 
 

Mauritania ð13 ð13 ð13 0 

Mauritius 15 53 ð13 158
 

Mayotte42
 ð13 ð13 ð13 ð/0 14

 

Mexico 15 03/5 43 0/5/10 44
 0/10  

Moldova11
 15 15 10 0 

Monaco ð13 ð13 ð13 ð13 

Mongolia 15 53 10 59
 

Montenegro15
 15 5 0 0 

Morocco 0/15 46
 0/15 46

 10/15 47
 5/10  

Namibia 15 53 10 1010
 

Netherlands 15 5 10 0 

New Caledonia 5/15 48
 548 0 10 

New Zealand 15 15 10 10 

Niger ð13 ð13 ð/0 13
 0 

Nigeria 15 12.53
 12.5 12.5 

Norway 15 03 0 0 

Oman 0 0 0 711 

Pakistan 15 103
 10 10 

Panama 15 53 5 5 

Philippines 15 10 0/15 19
 15 

Poland 15 53 0 1012
 

Portugal 15 15 12 5 

Qatar 0 0 0 0 

Quebec (Canada) 15 53 0/10 19
 0/10 21

 

Romania 10 10 10 10 

Russia 15 5/10 49
 0 0 

Saudi Arabia 0 0 0 0 

Senegal 15 15 0/15 19
 0 

Serbia15
 15 5 0 0 

Singapore 15 103
 10 0/ 33 1/3  

Slovak Republic 10 10 0 513
 

Slovenia 15 051 0/5 52
 0/ 5 
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South Africa  15 53 0 0 

Spain 15 03 0/10 53
 0/5  

Sri Lanka ð13 ð13 10 1014
 

St. Martin 15 03 0/10 12
 0 

St. Pierre and 
Miquelon 

 

5/15 48
 

 

548 
 

0 

 

1015
 

Sweden 15 03 0 0 

Switzerland 15 03,54 054 5 

Syria 15 03 0/10 4
 15 

Taiwan 10 10 0/10  10 
 

Tajikistan 11
 15 15 10 0 

Thailand ð13 15/20 55
 3/10/ ð56

 0/5/15  

Togo ð13 ð13 ð13 0 

Trinidad and Tobago 15 10 10 0/10  

Tunisia ð13 ð13 12 0/5/15/20  

Turkey 20 15 15 10 

Turkmenistan11
 15 15 10 0 

Ukraine 15 0/5 59
 0/2/10 60

 0/10  

United Arab Emirates 0 0 0 0 

United Kingdom 15 03 0 0 

United States 15 0/5 62
 0 0 

Uzbekistan 10 53 0/5 27
 0 

Venezuela 15 03 0/5 19
 5 

Vietnam 15 53 0 5/ 10 

Zambia38
 ð13 1039 ð13 016 

Zimbabwe 15 103
 10 10 

1. Many treaties  provide for  an exemption  for  certain  types of interest,  e.g.  interest  paid to the state, 

local authorities, the central bank, export credit institutions or in relation to sales on credit.  Such 

exemptions are not considered in this  column.  

2. Unless indicated  otherwise,  the rate  in this column applies if  the recipient  company holds directly  or 

indirectly  at least 25% of the capital  or the voting power of the paying company, as the case may be. 

Special conditions may apply.  

3. A 10% holding is required.  

4. The zero rate  applies,  inter  alia,  to interest  paid to a financial  institution  or local authority  (as 

defined).  

5. The lower rate applies to copyright royalties, excluding films,  etc.  

6. Domestic rate applies to dividends paid by investment vehicles under certain  conditi ons. 

7. The zero rate applies to the interest paid between financial  institutions.  

8. The zero rate applies to copyright royalties (excluding computer software, films  etc).  

9. The lower rate applies to copyright royalties, including films,  etc.  

10. The zero rate  applies if  the Australian company holds at least 10% of the voting power in the French 

company; the rate  is 5% if  the profits  out of which the dividends have been paid (in respect of a 10% 

holding) have not been subject to the normal corporate tax  rate.  

11. The treaty concluded between France and the former  USSR. 

12. The zero rate  applies to interest  from credits  and bank loans and to interest  from commercial  credits.  

13. The domestic rate applies; there is no reduction under the  treaty.  

14. The domestic rate  applies,  instead of the zero rate  provided by the treaty,  where the income is paid 
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in compensation of the use of immovable property  or for  the working of mines, quarries or other 

natural resources.  

15. The treaty concluded between France and the former  Yugoslavia. 

16. The 10% rate applies to interest from loans granted for at least 7 years by banks with public  

partic ipation  and related  to the sale of equipment,  the study, installation  or supplying of industrial  

or scientific equipment or public  works. 

17. The 10% rate applies to copyright royalties, including films. The 25% rate applies to  trademarks.  

18. A 15% holding of the capital of the company paying the dividends is  required.  

19. An exemption  is provided for  interest  paid by the state,  local authorities,  the central  bank or entities  

of similar  nature.  

20. The zero rate applies to copyright royalties, excluding film, etc. The 7.5% rate applies to  technical  

assistance fees. 

21. The zero rate applies to copyright royalties, excluding films, to computer software, to patents  and 

know-how, and to royalties paid to the government or to an approved organization of  Canada. 

22. The lower rate  applies to interest  on loans from banks and insurance companies and on publicly 

traded  securities.  

23. The lower rate applies to equipment  leasing. 

24. Royalties paid for the use of or the right to use industrial, commercial or scientific equipment  are 

subject to tax on 60% of the gross income of such  royalties.  

25. The 5% rate  applies to payments in respect of copyright  royalties  on films  and television.  

26. The zero rate applies to copyright royalties, excluding computer software, but including films,  etc. 

The 5% rate  applies to equipment  leasing. The 10% rate  applies to patents,  trademarks and know-how. 

27. The zero rate  applies to interest  paid to a bank (as defined).  In the case of Estonia, the zero rate  on 

such interest applies by virtue of a most favoured nation clause of the final protocol to the  treaty 

(under the protocol  to the treaty  between Estonia and the Netherlands, the rate  on such interest  is 

reduced to  zero).  

28. A most favoured nation clause may be applicable with respect to  royalties.  

29. The zero rate  applies if  the participation  is at least 50% with  a minimum investment  of EUR 3 million;  

the 5% rate  applies if  the participation  is at least 10% with  an investment  of more than EUR 100,000. 

30. The 12% rate applies to interest from negotiable bonds and  debentures.  

31. The general rate  under the treaty  is 15% on dividends and interest  and 20% on royalties.  However, by 

virtue  of a most favoured nation clause (Protocol  Para. 7), the rate  is reduced to 10% (Under the 

treaty between India and Germany, for example, the rate is currently  10%). 

32. The 10% rate applies if the interest is paid by a financial institution or by an enterprise engaged  in 

specified activities, or to a bank or another  enterprise.  

33. A 50% holding is required.  
34. The 5% rate  applies if  the Japanese company has held at least 10% of the capital  in the French 

company for at least 6 months before the end of the accounting period for which the  distribution 

takes place;  the zero rate  applies if  the Japanese company is a òqualified residentó as defined  in the 

treaty and has held at least 15% of the capital in the French company for at least 6  months. 

35. The zero rate applies to interest paid to banks  and insurance companies. 

36. The 5% rate  applies to copyright  royalties,  including films,  etc.  The 25% rate  applies to trademarks.  

37. The 10% rate applies to copyright royalties, including films. The 15% rate applies to patents,  trade - 

marks and know-how. 

38. Extension of the 1950 treaty with the United  Kingdom. 

39. A 50% holding is required for a period of at least one  year. 

40. The domestic rate  applies to royalties  paid in respect of the operation  of a mine or quarry or of any 

other extraction of natural  resources. 

41. The domestic rate applies to film  royalties.  

42. The treaty  with  the Comoro Islands no longer applies to the Federal Islamic Republic of the Comoros. 

It  continues to apply to the island of Mayotte.  With effect  from 2010, Mayotte has become a French 

overseas department  (Département  dõOutre Mer, DOM) instead of its former  status of French overseas 

territory (Territoire dõOutre Mer, TOM). 

43. The 5% rate applies if the recipient is a Mexican company whose capital is controlled for more  than 

50% by one or more residents of third  states. 

44. The zero rate  applies to interest  paid by the government.  The 5% rate  applies to interest  paid to  

banks and insurance companies and to interest  on quoted bonds by virtue  of a most favoured nation 

clause (the  rate  on such interest  is 5% under the Mexico-United Kingdom treaty).  The general rate  of 

15% is reduced to 10% by virtue  of the most favoured nation (the  rate  is 10% under the Mexico-Ireland 

treaty).  

45. The zero rate  applies to copyright  royalties,  excluding films,  etc.  The general rate  of 15% is reduced 

to 10% by virtue  of the most favoured nation clause (the  rate  is 10% under the Mexico-Sweden treaty).  

46. The exemption applies if the recipient is subject to tax in Morocco in respect of the  dividends.  
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47. The 15% rate applies to interest on term deposits and cash  vouchers. 

48. The 5% rate applies if the beneficial owner is a company; no degree of ownership is  required.  

49. The 5% rate  applies if  the recipient  company (1) is subject  to tax in Russia but  is exempt from tax on 

the dividends received and (2) has invested in the French company an aggregate value of at least EUR 

76,225 (FRF 500,000). The 10% rate applies if only one of these conditions is met.  

50. The domestic rate  applies to copyright  royalties,  including films,  and to information  concerning com- 

mercial  experience.  

51. A 20% holding is required.  

52. The zero rate  applies if  (a) the recipient  is a company that  holds directly  at least 20% of the capital  

of the paying company, or vice versa, or (b) a third French or Slovenian company holds directly  at 

least 20% of the capital of both the payer and the recipient  company. 

53. The zero rate  applies,  inter  alia,  to interest  paid (i)  by the government or one of its local authorities,  

(ii)  to a financial  institution  and (iii)  between companies engaged in commercial  or industrial  

activ ities.  

54. The zero rate  applies only if  the Swiss recipient  company is not directly  or indirectly  controlled  by a 

non-Swiss resident. The 15% rate applies in all other  cases. 

55. The 15% rate applies if the Thai company is engaged in an industrial  undertaking.  
56. The 3% rate  applies to interest  on loans or credits  which are granted for  a period of 4 years or more 

with the participation of a public finance organization, to a public authority or an enterprise  and 

which are tied  to the sale of plant  and machinery or studies relating  to industrial,  commercial  or 

scientific  installations.  The 10% rate  applies to interest  paid to any financial  establishment.  The 

domes- tic rate applies in other  cases. 

57. The zero rate applies to films, etc. The 5% rate applies to other copyright  royalties.  

58. The 5% rate  applies to copyright  royalties,  excluding films,  etc.  The 15% rate  applies to royalties  paid 

for patents and know-how. The 20% rate applies to payments for the use of trademarks, films (0%  if  

paid to a Tunisian public body) and  equipment.  

59. The 5% rate  applies if  the Ukrainian company holds at least 10% of the capital  of the French company. 

Dividends are exempt if  the Ukrainian company holds at least 50% and the total  amount of investment 

in the French company is at least EUR 762,245 (FRF 5 million),  or if  the investment  is guaranteed or 

insured by the Ukrainian  state.  

60. The zero rate applies to interest paid by the state, local authorities, the central bank, etc. The  2% 

rate  applies to interest  related  to the sale on credit  of equipment,  interest  on the sale or rendering 

on credit of any merchandise or service by one enterprise to another and to interest paid on  loans 

granted by a financial  institution.  

61. The lower rate applies to computer softwar e, patents, trademarks and  know-how. 

62. The 5% rate applies if the US company owns directly or indirectly at least 10% of the capital of  the 

French company. The zero rate  applies if  the US company has owned directly  or indirectly  at least 80% 

of the capital of the French company for at least 12  months. 

63. No withholding tax on the royalties on literary, artistic or scientific works.  

7.  Anti -Avoidance 

7.1.  General 
General anti -avoidance rules (GAAR) 

There are two general anti -avoidance theories:  

ð the abnormal acts of management doctrine: under this doctrine developed by  the 
courts, tax authorities may reassess companies with respect to management  
decisions that are contrary to the interest of the company. Where an abnormal act 
of management is considered to be a deliberate inaccuracy, a penalty amounting  
to 40% of the eluded tax may apply;  and 

ð the abuse of law doctrine  (article  L 64 of the LPF): under this doctrine,  the tax 
authorities  may, under conditions,  re-characterize  (and reassess) legal acts that  are 
either  artificial,  or use a literal  reading of the tax laws that  is contrary  to the 
inten tion  of the lawmaker with  the sole purpose of reducing taxation.  A penalty  
amounting to 80% of the eluded tax may  apply.  

Non-cooperative states or territories (NCSTs) 

Specific measures have been enacted in order to enhance the application  of the 
domestic anti -abuse provisions and to increase the tax burden on payments to non- 
cooperative  states or territories  (NCSTs). For example,  dividend withholding  tax is 
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levied at a rate of 75% on payments to an NCST, while the normal rate is  30%. 

A state or territory is deemed to be an NCST if it meets the following criteria  (article  
238-0 A of the  CGI): 

ð it is not a member of the European  Union; 

ð it  is reviewed and monitored  by the OECD Global Forum on Transparency and 
Exchange of Information;  

ð it had not concluded at least 12 tax information and exchange agreements  (TIEAs) 
before 1 January 2010; and 

ð it has not signed a TIEA with France. 

The list  of NCSTs, last updated on 21 December 2015, includes the six following  states:  
Botswana, Brunei, Guatemala, the Marshall Islands, Nauru and Niue. With effect  from 
1 January 2015, the British Virgin Islands and Montserrat are no longer considered  as 
NCSTs. 

Country-by-country reporting 

With effect  from 1 January 2016, multinational  companies must produce a country -by- 

country report of their profits and activities within 12 months after the ending of  the 
financial  year (article  223 quinquies C of the CGI). This obligation  applies to companies 
that, inter alia, have a consolidation turnover of EUR 750  million.  

7.2.  Transfer pricing  

The armõs length principle 

The armõs length principle  applies to transactions between associated companies. 
Failure to apply the armõs length principle  results in readjustment  of profits  under 

specific  transfer  pricing legislation,  unless the company making the transfer  is able 
to prove that it did so for sound commercial reasons, such as protecting its market  
position. The concept of associated  companies is broad and encompasses legal 
(majority)  control as well as de facto control (article 57 of the  CGI). 

Adjustments are made by reintegrating  the transferred  amounts to the tax base by 

reference to the data provided by the reassessed company; where no data is available,  
the tax authorities  may reassess the company by reference  to comparable market  
transactions. The transferred amounts are generally treated as hidden profit  
distribu tions, which are not deductible for the transferor and are taxab le in the hands 

of the recipient.  

In order to avoid transfer pricing adjustments, companies may apply for an  advance 
pricing agreement with  the tax authorities  in relation  to the compatibility  of the 
applied transfer pricing methods with the relevant  legislation.  

Transfer pricing documentation   

Tax authorities are allowed to request a resident company to provide information 
regarding transactions with associated non -resident companies, information on the 
transfer pricing method used by the company and details of the activities of the 

associated non-resident companies and the tax regime applicable to them (article L.13 
AA of the LPF). 

In France, there are three levels of transfer pricing documentation requirements:  

- Master file/local file  

- Abridged transfe r pricing documentation  

- Country by contry reporting  

Master file and local file 
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French companies part of a multinational Group (in which one of the entities has total 

net sales, or total gross assets, equal to or greater than û400 million) must be able to 
provide a complete transfer pricing documentation within 30 days upon first request 
made by a tax auditor in the frame of a tax audit.  

The information to be reported in the transfer pricing documentation mainly 
corresponds to the information to be reported in a Master File ECD guidelines, besides 

a different formal presentation.  It includes, notably, the general information on the 
group about business strategy, organizational structure, a description of the transfer 
pricing method used and a comparable analysis, as the case may be. It also includes 
specific information about the French entity such as notably the general description of 
the business activity and the description of the intragroup operations.  

In the frame of a tax audit, failure to provide t he TP documentation, or providing 
incomplete documentation triggers (i) a penalty equal to the higher of 5 percent of 
the transfer pricing adjustment per year, and (ii) 0.5 percent of the intercompany 
transactions for which complete documentation is not av ailable, with a minimum of 

û10,000 per fiscal year.  

Abridged transfer pricing documentation  (annual transfer pricing return)  

For fiscal years closing on or after 31 December 2016, French entities with a turnover 
or gross assets of over û50 million or that own, or are owned by, directly and indirectly, 

more than a half of a corporate entityõs capital or voting shares that exceeds that 
threshold (previously the threshold was set at û400 million), are required to file 
annually with the French tax authorities a Form 2257-SD (article 223 quinquies B of the 
CGI). 

Currently no specific penalty applies to failure to file the TP form. As such, the general 

û150 fine shall apply. In addition, a fine of û15 is due for each omission and/or 
misstatement, with a minimum f ine of û60 and a maximum of û10,000. In case of 
failure to file the TP form, a regularization is possible within 30 days upon request 
from the French tax authorities . 

Country-by-Country reporting  

In addition to the previous obligations, pursuant to the GAAR, a Country by Country 
Reporting (òCbCRó) including financial and operational data about the group must be 
prepared by the French company head of an international Group (exceeding û750M of 

consolidated turnover) or if another company of this group does n ot prepare such CbCR 
in its country.  

In accordance with BEPSõs Action 13 recommendation, the first CbCR has to be filed 
for fiscal years beginning on or after 1 January 2016.  

Failure to produce such documentation triggers a penalty of an amount up to û100,000.  

 

7.3.  Thin capitalization  

Thin capitalization  rules apply to òrelated companiesó (article  212 of the CGI). Two 
companies are considered as òrelatedó if  (i)  one of them has a direct  or indirect  

minimum holding of 50% in the capital of the other or controls the other company  de 
facto  or (ii)  a third  company has a direct  or indirect  minimum holding of 50% in the 
capital of the two companies or exercise a control de facto over the two  companies 
(article 39 -12 of the  CGI). 

The deductibility  of interest  paid to related  companies (or to third  parties in respect of 

loans secured by a related  company) is limited  by the application  of a cumulative  
three -step test (article 212 -II-1 of the  CGI): 



33 

LEGAL ASPECTS DOING BUSINESS IN FRANCE 2018 
 

 

ð the overall indebtedness (related party debt -to-equity ratio) of 1.5:1. This ratio  is 
determined by comparing the loans from associated companies with the  equity  
capital of the  borrower;  

ð the total  amount of interest  paid to associated companies exceeds 25% of its 
income (before taxation);  and 

ð the amount of interest paid  to associated companies exceeds the amount of 
inter est received from such associated companies. 

Interest  exceeding the higher of the above limits  is not tax deductible,  but  may be 
carried forward within certain limits. Further, the interest deduction is reduced by 5% 
annually from the second year of the carry -forward  period.  

As a safe haven measure, interest is fully deductible if the company is able to  
demonstrate that its own total debt -to-equity ratio does not exceed the worldwide  
groupõs debt-to-equit y ratio.  Also, the interest  limitations  do not apply to certain  
financial  transactions and to small transactions the non-deductible  interest  of which is 
less than EUR 150,000. 

7.4.  Controlled foreign  company 

The CFC rules apply to resident companies that directly or indirectly hold a  

participa tion  of more than 50% in a non-resident  entity  or permanent establishment 

that  is established or constituted  in a low-tax jurisdiction,  i.e.  a jurisdiction  where the 
effec tive taxation is at least 50% lower than that of France (article 209 B of the CGI).  

The rules also apply to French permanent establishments of non-resident  companies 

to which the shares in the CFC are attributed.  Companies subject  to the rules 
are assessed to tax in France on a pro rata amount of the income received,  or 

deemed received,  from such company or permanent establishment.  An anti -abuse 

provision reduces the participation  threshold to 5% in situations where more than 
50% of the shares in the non-resident company are owned by French companies or by 

non-resident  companies directly or indirectly controlled by a French  company. 

As a safe harbour clause, the CFC rules do not apply if the non -resident company is 
engaged in real industrial or commercial activities in the low -tax jurisdiction (i.e. th e 
location of the non -resident company or permanent establishment is not solely 

moti vated by tax avoidance). However, when the foreign company is resident in an 
NCST, the burden of proof for the application of the safe harbour clause is reversed to 
the French company.  

8.  Value Added Tax 

8.1.  General 

The French value added system is in line with the VAT systems applied in the other  EU 
Member States. 

8.2.  Taxable persons 

All entrepreneurs,  i.e.  persons making taxable  supplies of goods and services in the 
course of a business, are taxable  persons for  VAT purposes (article  256 of the CGI). 
Importation  of goods from outside the European Union is also subject  to VAT regardless 
of the type of the importer.  However, small and medium-sized enterprises with  a turn - 
over of less than EUR 82,800 (for  suppliers of goods) or EUR 33,200 (for  suppliers of 
services) are exempt, but may elect to become taxable  persons. 

8.3.  Taxable events 

Unless expressly exempt,  all  supplies of goods and services, including intra -Community 
acquisitions and self-supplies, made in the course of a business are subject  to VAT 
(article 256ð257 bis of the CGI). 
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The transfer of a going concern is subject to VAT unless it includes goodwill, in  which 

case the going concern is subject to registration duties instead of VAT. The transfer  of 
industrial rights, such as patents, is subject to  VAT. 

8.4.  Taxable amount  

The taxable amount consists of the price charged, including insurance,  commission, 
interest  and similar  charges as well  as indirect  taxes, but  excluding discounts for  early 
payment and reimbursement of expenses. The taxable base for imported goods is  the 
adjusted customs value, including customs duties (article 266 ð268 ter of the  CGI). 

Input VAT on all  taxable  transactions is deducted from output  VAT, save few exceptions.  
Input VAT related to exempt transactions may not be deducted, except for  exports.  

 

8.5.  Rates 

The standard VAT rate is 20% (article 278 of the  CGI). 

A reduced rate  of 10% applies to certain  supplies, e.g.  transport,  games and 

entertain ment, and services related to water supplies, as well as to books and the 
transfer  of copyrights by authors and artists. The reduced rate also applies to domestic 
care ser- vices provided to individuals,  to works on dwellings,  and to restaurant  services 
(articles  278 bis, 278 quater,  278 sexies A, 278 septies, 279, 279-0 bis and 279-0 bis A of 

the CGI). 

A reduced rate  of 5.5% applies only to certain  supplies related  to basic necessities (e.g.  
water, food and services to disabled persons), social housing construction and 
renovation (articles 278 -0 bis, 278-0 bis A and 278 sexies of the CGI). 

A reduced rate  of 2.1% applies to e.g.  the sale of certain  press publications,  books, live 
performances and medicines (article 281 quater ð281 nonies of the CGI). 

The zero rate  (exemption  with  the right  to deduct input  VAT) applies to exports,  intra - 
Community supplies of goods, and to aircraft and seagoing  vessels. 

8.6.  Exemptions 

The main exemptions include intra -Community supplies, financing and bank services, 
insurance services, sales of building  land,  health  care, education and, subject  to 
certain conditions, services supplied by non -profit organizations. In addition,  intra - 
Community supplies are exempt. The first transfer of a building after 5 years of  
completion is also exempt (articles 261 ð263 of the  CGI). 

8.7.  Non-residents 

Non-resident  entrepreneurs  who make taxable  supplies in France are subject  to French 
VAT under the same rules as resident entrepreneurs, irrespec tive of whether or  not 

they are established in France. Non -EU entrepreneurs without a permanent  
establishment in France must appoint a tax representative in France who is liable for 
the declaration and the payment of tax. If no tax representative is appointed, VAT is 
due by the customer (reverse  charge). 

Non-resident entrepreneurs are entitled to a refund of VAT related to the purchase  of 

goods and services from France for  the purpose of their  business carried  on abroad. 
The refund is subject to the conditions that the entrepreneur does not have a  
permanent establishment in France and does not make any taxable supplies in France.  
The refund is also available for non -resident entrepren eurs who have a permanent 
establishment in France whose activity consists exclusively of the supply of services to  

the foreign head office.  
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9.  Miscellaneous Taxes 

9.1.  Capital  duty  

In general, there is no capital duty or similar duty on the formation and expansion  of 
capital of companies. However, the contribution in exchange for shares of  immovable 
property or rights in immovable property and going concerns or items deemed to  be 
part of a going concern to entities subject to corporate income tax by individuals  or 
enti ties that are not subject to corporate income tax are subject to a 5%  registration  

duty. Capital increases are subject to the same rules, except that a fixed  registration  
duty of EUR 500 (EUR 375 for  companies whose capital  is less than EUR 225,000) always 
applies. Contributions that fall under the scope of VAT are not subject to the  
registration  duty.  

Share premiums are included in the total  contribution  subject  to the registration  duty.  
Subsequent capitalization of share premium is therefore  exempt.  

9.2.  Transfer tax  

9.2.1.  Immovable property  

In general, the acquisition of land and buildings located in France is subject to  
registration  duty at a rate  of 5.09% on the transfer  price,  including expenses (articles  
1584, 1594 D, 1595 bis and 1647-V-a of the CGI). The tax is due by the  purchaser. 

9.2.2.  Shares, bonds and other securities  

The duty for  the transfer  of shares in a non-quoted SA, SCA or SAS is subject  to a single 
rate of 0.1% (article 726 -I-1 of the  CGI). 

The transfer of shares in a company, the capital of which is not divided into shares  of 
stock (SARL, SC, SNC), is subject to a 3% registration duty whether or not the sale is 
evidenced by a contract.  In this case, an allowance equal to the ratio  between the sum 

of EUR 23,000 and the total  number of shares of the company is applied to the value of 
each share. 

Transfers of shares in SARLs and SAs whose assets consist principally  of immovable 
property are subject to a registration duty of 5%, due by the  purchaser. 

9.3.  Stamp duty  

A stamp duty is due when certain  official  documents are applied for  or are issued, such 
as car registration  certificates.  

9.4.  Customs duty  

Customs duties are imposed on imports from countries outside the  European Union on 
the basis of the EC Common Customs Tariff.  

9.5.  Excise duty  

France levies excise duty on, inter  alia,  beverages (wine,  mineral  water,  alcoholic  
drinks, energy drinks, etc.), gasoline and  tobacco.  

9.6.  General tax on the pollu tant  activities  

The general tax on polluting activities (TGAP) is due by companies whose activity or 
products are considered as pollutants: waste, polluting emissions, oils and lubricating 
preparations, detergents, extraction materials, etc. Its amount and the applicable rate 

vary according to the categories of activity and product.  

The tax must be paid by any operato r of a licensed facility that has one of the following 
activities:  

- storage, heat treatment or transfer of non -hazardous waste; 
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- storage, heat treatment (incineration or co -incineration) or transfer of hazardous 
waste; 

- delivery or use for the first time of l ubricants capable of producing used oils;  

- use of lubricating oils and lubricating preparations producing waste oils whose 
release into the natural environment is prohibited;  

- use of lubricating oils and lubricants for lost use (two -stroke engine oils, greases 
used in open systems, etc.);  

- delivery for the first time on the domestic market or use for the first time of 
laundry preparations, including auxiliary washing preparations, or softening 

products;  

- delivery or use for the first time of extraction material s of all origins, occurring 
naturally in the form of crushed or split rocks, the largest dimension of which is 

less than or equal to 125 mm.  

For the TGAP on waste, the tax base is based on the weight in tonnes (or kg) of waste 
received in an installation ( storage or heat treatment plant).  

The TGAP is payable online only in 3 installments, before May 31, July 31 and October 
31, each corresponding to 1/3 of the total amount.  

The payment is spontaneous, the company should not wait for a payment notice to pay 
his installments.  

If there is a discrepancy between the amount of the installments paid in the previous 
year and the amount of the tax on the return, the enterprise can liquidate the 
difference on the annual return.  

For the TGAP on waste, if the tax is less  than 450 EUR per installation, it is not due.  

9.7.   Financial transactions tax  

A financial transactions tax is levied on the following  transactions:  

ð acquisitions of shares issued by French listed companies with a market  
capitaliza tion exceeding EUR 1 billion (on 1 December of the previous year), which  
are taxable at a rate of 0.3 % on the acquisition price (article 235 ter ZD of the  
CGI); 

ð high frequency and automated trading operations, which are taxable at a rate  of 
0.01% on the amount of cancelled or modified  orders above a certain ceiling  (arti cle 
235 ter ZD bis of the CGI); and 

ð purchases by resident  companies of certain  credit  default  swaps (CDS) on bonds 
issued by an EU Member State,  which are taxable at a rate  of 0.01% on the amount 
of the contract covered  by the CDS (article 235 ter ZD ter of the  CGI). 
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FRANCE 

This chapter is based on information available up to 1 January  2018.  

Abbreviations 
 

Abbreviation Name in original language (English name) 

CGI Code général des impôts (General Tax Code) 

CSS Code de la sécurité sociale (Social Security Code) 

Introduction  

Resident individuals are subject to income tax on their worldwide income. The tax  is 
generally imposed on the aggregate amount of all  items of income at progressive rates.  
However, certain  types of income are taxed separately at flat  rates.  Residents pay 

three  types of social taxes, which are partly  deductible  for  income tax purposes if  
levied on income taxed at progressive rates. A net wealth tax and an inheritance  and 
gift  tax also apply.  For VAT and miscellaneous taxes, see Corporate Taxation sections 8. 
and 9.,  respectively.  

The French Republic consists of Metropolitan Departments (European territories)  and 

Overseas Departments (DOMs). French tax law is normally applicable in the DOMs of 
French Guiana, Guadeloupe, Martinique, Mayotte and Réunion, but is adapted to  the 
particular economic and social situation of these departments. Only the  Metropolitan  
Departments are covered in this  chapter.  

The applicable currency is the euro  (EUR). 

1.  Individual Income Tax 

1.1.  Taxable persons 

Resident individuals are persons who (regardless of their  nationality)  (article  4 B of the 
CGI): 

ð have a home or, in the absence of any home, principal abode in  France; 

ð perform  employment  or independent  services in France (unless such activity  is only 
ancillary);  or 

ð have the centre of their economic interests in  France. 

French nationals living in Monaco are deemed resident in France unless they are  born 
and have always lived in Monaco or had been resident  in Monaco for  longer than 5 years 
by 13 October 1962. 

The income tax (impôt  sur le revenu) is imposed on the household rather  than on each 
of the spouses separately. Separate assessments are made in exceptional cases only.  
The income of the household comprises that  of the spouses and of their  unmarried 

children under 18 years of age (25 years if they are students). Civil partners, i.e.  
individ uals who have concluded a civil  contract  of solidarity  (known as a òPACSó), 
are generally treated in the same manner as spouses for income tax purposes. 

Unless they elect for corporate taxation, partnerships are not subject to tax but  the 

partners are directly assessed on a proportional share of the income, whether or  not 
distributed (article 8 of the  CGI). 
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1.2.  Taxable income 

1.2.1.  General 

In principle, residents are subject to tax on their worldwide income, unless  otherwise  
provided by a tax treaty (article 4 A of the CGI). Non -residents are subject to tax  on 
their French -source income only (see section 6.3.).  

Article 28 of the Fren ch Financial Act n. 1837 of 2017, has carried out an in -depth 
reform of the tax regime on movable property incomes (dividends, interests  etc.) and 
capital gains received by individuals by setting up a single flat -rate tax (òPFUó) entered 
into force on the 1st January 2018.  

The PFU, also called òflat taxó consists of a tax on income at a flat rate of 12,8% to 

which is added the social security contributions of 17,2% hence an overall taxation of 
30%. Taxpayers may still opt for the progressive scale of tax o n income.  

Under French tax law, the assessment for tax purposes is made on income derived in 
the previous year. Accordingly, in 2018 the assessment is made for 2017 income. 
Generally, the finance laws adopted at the end of the year provide for new figures  

applicable to income accrued during that year, as assessed in the following year. 

There is no definition  of taxable  income. Generally speaking, taxable  income is the 
total of the net results of each of the taxpayerõs income categories (article 13 of the 
CGI). The most important income categories  are: 

ð employment income (including income from prior  employment);  

ð business income; 

ð agricultural  income; 

ð professional income (income from ònon-commercialó activities,  e.g.  from the legal 
and medical professions and income from activities  not classified into  any other  
category);  

ð income from activities performed by certain managers controlling family  
companies or limited  partnerships;  

ð income from immovable  property;  

ð investment income (income from movable property);  and 

ð capital  gains. 

The net result  of each category is the gross income less the expenses incurred  in 
acquiring or preserving the taxable  income. 

Income is first  computed and adjusted according to each categoryõs own rules (see 
sections 1.3.  to 1.6.).  Net results of all  categories are then added up to form the 

gross aggregate income. Personal deductions (see section 1.7.1.) and allowances  (see 
section 1.7.2.)  are then applied to arrive  at the net aggregate income. The income tax 
computed thereon (see section 1.9.1.)  is reduced by certain  credits  discussed in 
section 1.7.3.  

An exit  tax applies to individuals transferring  their  tax residence out of France (see 
section 6.2.2.).  

To mitigate the progression of the income tax, a spreading option is allowed  with  
respect to exceptional  non-recurring  income (e.g.  liquidation  distribution  from a 
company) which exceeds the taxpayerõs average taxable  income of the preceding 3 

years. The spreading applies as follows:  one fourth  of the exceptional  income is added 
to the taxpayerõs ordinary taxable income of the relevant year; the surplus income tax 
corresponding to this one fourth of exceptional income is multiplied by four to arrive  
at the total income tax on the exceptional income. The spreading option applies also  
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to deferred  income, i.e.  income which is normally  paid periodically  but  for  reasons 

beyond the taxpayerõs control  is paid in 1 year (e.g.  income blocked abroad), 
irrespective of its  amount.  

 

1.2.2.  Exempt income 

Subject to various conditions, significant exemptions include (article 81 of the  CGI): 

ð certain redundancy payments and retirement  compensations; 

ð employment income of students below 25 years, subject to a ceiling (three  times 
the monthly legal minimum  wage); 

ð life annuities acquired for consideration, depending on the age of the  beneficiary  
(see section 1.3.3.);  and 

ð certain types of capital gains ( see section 1.6.).  

1.3.  Employment income 

1.3.1.  Salary 

Employment income is subject to income tax at progressive rates ( see section 1.9.1.),  
as well  as to two of the three  social taxes (CSG and CRDS, see sections 2.2.1.  and 
2.2.2., respectively). Social security contributions ( see section 3.) are generally with - 
held by the  employer.  

Employment income includes salaries, commissions and any employment -relate d 
allowances, as well as benefits in kind (articles 79 and 82 of the CGI). Taxable income 
is computed by first  reducing the total  gross employment  income by the deductible  
social security  contributions  (see section 3.).  From the balance, the taxpayer may 

deduct a basic deduction ,  which is the higher of two amounts: (i)  actual  substantiated  
expenses, or (ii) a lump sum of 10% of the balance, with a minimum of EUR 430 (EUR 
947 for  long-term  unemployed persons) and a maximum of EUR 12,305 (for  income 
earned in 2017). Majority shareholders of limited liability companies (SARLs)  cannot 
benefit from the 10%  deduction.  

Finally,  the remaining income is further  reduced by the deductible  part  of the CSG (see 
section 2.2.1.).  

Costs of moving incurred by an employee are deductible from his taxable income  but 
only if the moving is necessary for his work or career, or to start a new  job.  

1.3.2.  Benefits in  kind 

Benefits in kind,  i.e.  any remuneration  in kind received by an employee from his 
employer,  are generally taxable  as employment  income (article  82 of the CGI). Taxable 
benefits include a company car, free housing (including energy bills paid by  the 
employer) and free meals. Benefits other than housing and meals are valued at  their  
fair  market  value. Free housing and meals are generally valued by reference  to the 

notional  rental  value of the occupied house taken as a taxable  base for  the assessment 
of the dwelling tax ( see section 4.2.2.) and to the amount of the minimum salary  per 
hour. 

Any gains derived from stock options are treated  as employment  income in the year of 
disposal and taxed under the progressive rate  system (see section 1.9.1.).  In addition,  

social contributions are  due. 

Disbursed expenses incurred by the employee on behalf of his employer are not tax- 
able.  
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1.3.3.  Pension income 

Pension income subject  to income tax includes income paid by public  and private  
employers for  prior  employment,  certain  pensions for  old age and disability  paid under 

a social security  scheme, proceeds from retirement  savings schemes concluded before 
30 June 1999, alimony paid to a former  spouse, maintenance paid for  children  under a 
legal obligation  or a court  order (see section 1.7.2.  for  corresponding deductions),  and 
life annuities for no consideration (e.g. a life annuity granted to a child as a  wedding 
gift) (article 82 of the  CGI). 

In addition  to income tax,  pension income is subject  to two of the three  types of social 
taxes (CSG and CRDS, see sections 2.2.1. and 2.2.2.,  respectively).  

For income tax purposes, the  taxable base consists of income net of deductible  social 
security  contributions  (see section 3.),  less a 10% notional  deduction,  with  a minimum 

of EUR 383 per pensioner and a maximum of EUR 3,752 per household (for  income 
earned in 2017).  

Life annuities acquired for consideration are only partially subject to income tax.  The 
taxable portion varies according to the age of the recipient when the first payment  is 

made, as follows:  

 
Age Taxable portion  (%) 

Under 50 70 

50 to 59 50 

60 to 69 40 

70 or older  30 

The taxable portion does not count towards the basic deduction discussed in section  
1.3.1.  Generally,  pension income is subject  to income tax at the progressive rates (see 
section 1.9.1.3.). However, life annuities paid to an individual resident in one  of the 
non-cooperative states or territories (NCSTs) (see Corporate Taxation section 7.1.)  are 

subject to a final withholding tax at a rate of  75%. 

For the deductibility of social security contributions, see section 3. 

 

1.3.4.  DirectorsΩ remuneration  

The remuneration  received by the president  of the board of directors  and the members 
of the directorate  of a corporation  (SA) is deemed to be salary income (see section 
1.3.1.). The remuneration received by the members of the board of directors or  the 

supervisory board falls under the category of investment  income. 

Remuneration paid to the managers of limited liability companies (SARLs) is  normally  
taxed as salary income. However, the remuneration received by managers who  
individually  or jointly  own more than 50% of the share capital  is subject  to tax under a 
dif ferent heading (article 62 of the CGI), but is computed according to the  rules 

applicable to the employment income category ( see section 1.3.1.).  

1.4.  Business and professional income 

1.4.1.  Business income 

The category òbusiness incomeó mainly includes profits  from (articles  34 and 35 of the 
CGI): 

ð industrial, commercial and handicraft  activities;  

ð real estate transactions by dealers in immovable property and in businesses;  and 
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ð the letting of furnished residential property and business  premises. 

Expenses incurred  in acquiring and securing taxable  business income are generally 
deductible.  A number of other  allowances and tax reductions (credits)  are available,  

e.g.  for  investment  in certain  areas or sectors and for  the establishment of new 
enter prises. 

Taxable business income is subject to the ordinary progressive income tax rates ( see 
section 1.9.1.) and two of the three social taxes (CSG and CRDS, see sections 2.2.1.  
and 2.2.2.,  respectively).  If  the taxpayer is not a member of one of the official  

accounting centres which handles or controls his accounts, the taxable  income is 
increased by 25%. 

Profits realized by partnerships that do not opt to be taxed as companies are taxed  in 
the hands of the partners as business income. 

1.4.2.  Professional income 

The category òprofessional incomeó includes mainly income from liberal professions, 
income from non-commercial  offices (e.g.  notaries)  and income from any activity  that  
is not classified into another category (article 92 of the  CGI). 

Generally, taxable professional income is determined by reference to the  difference  
between receipts  and expenses incurred  during the taxable  period,  on a cash 

accounting basis, unless the taxpayer opts for  the regime under which taxable  income 
is computed on an accrual  basis. 

Taxable professional income is subject  to the ordinary progressive income tax rates 
(see section 1.9.1.)  and two of the three  social taxes (CSG and CRDS, see sections 
2.2.1. and 2.2.2., respectively). If the taxpayer is not a member of one of the  official  

accounting centers which handles or controls his accounts, the taxable  income is 
increased by 25%. 

1.5.  Investment income  

1.5.1.  Dividends 

Dividends distributed  by resident  companies to resident  individuals are subject  to 
income tax at the progressive income tax rates (see section 1.9.1.)  for  60% of their  
amount (i.e. after the deduction of an allowance equal to 40% of the dividends  if 
taxpayers opt for progressive rate/scale ) (arti cle 158-3 of the CGI). 

The gross amount of the dividends, however, remains subject  to a mandatory (non- 
final)  withholding  tax (òPFNUó) of 12,8% (without deduction of the expenses and 
charges which may encumber this income).  

For income received up to 31 st December 2017, the rate was set at 21%.  

The withholding  tax is creditable  against the final  income tax liability.  If  the tax 
withheld  exceeds the total  income tax payable, the excess is refunded.  

Taxpayers with  an annual taxable  income of less than EUR 50,000 (if  single, divorced or 

widowed) or EUR 75,000 (for couples) may request exemption from this  withholding  
tax (only for 12,8%). 

In addition,  all  dividends are subject  to social taxes (see section 2.2.)  at a total  rate  of 
17.2%. 

For foreign-source dividends, see section 6.1.1. For dividends paid to  non-resident  

individuals, see section 6.3.1.3.  
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1.5.2.  Interest  

 The gross amount of French-source interest received by resident individuals is  subject  
to a non-final  withholding  tax of 12,8%. The withholding  tax is creditable  against 
the income tax liability. If the tax withheld exceeds the total amount of income tax  
pay- able, the excess is refunded.  

Taxpayers with  an annual taxable  income of less than EUR 25,000 (if  single, divorced or 

widowed) or EUR 50,000 (for couples) may request exemption from this  withholding  
tax.  

By way of exception,  a final  withholding  tax is levied with  respect to certain  categories 
of income, such as life  insurance and capitalization  contracts  (optional),  or fixed - 
return investment income paid to an NCST ( see section 6.3.1.3.) or to unknown  

beneficiaries, at varying  rates.  

All interest income is also subject to social taxes ( see section 2.2.) at a total rate  of 
17,2%,  

The unique fixed levy is applicable from  the 1st January 2018. 

For foreign-source interest, see section 6.1.1. For interest paid to non -resident 
individuals, see section 6.3.1.3.  

1.5.3.  Royalties 

Royalties related  to patents,  patentable  inventions and qualifying  production  
processes accessory thereto  are treated  as long-term  capital  gains when received by 
individuals engaged in a business. 

The tax is levied at a flat rate of  12,8%, increased to 3 0 % by the 17.2% social taxes 
(see section 2.2.)  on the income less incurred  expenses (article  39 terdecies of the 
CGI). However, the taxpayer may opt for  taxation at the ordinary progressive rates ( see 

section 1.9.1.), plus the social  taxes.  

1.5.4.  Income from immovable  property  

Income from immovable property consists of rents  received directly  or through fiscally  
transparent real estate companies. It covers income derived from buildings, and  
developed and undeveloped land. Income from the letting or subletting of  property  
which qualifies as a business asset and of equipped business premises are taxed under 
the rele vant income category (business income, professional income or  agricultural  

income). The tax is levied on income after deduction of all expenses relating to  the 
maintenance,  repair  and improvement  of the property.  Interest  on loans taken for  the 
acquisition  and the repairs is deductible  (article  31 of the CGI). The taxpayer may opt 
for  a notional  deduction  at a variable rate  with  respect to the management of the 
property, insurance and depreciation, depending on the type of the property and the  

date of its  acquisition.  

1.6.  Capital  gains 

1.6.1.  Immovable property  

Capital gains on immovable property  or rights thereon,  e.g.  participations  in real 
estate partnerships, whose assets consist for more than 50% of immovable property,  
are subject to tax at a flat rate of 19%, increased to 34.5% by the 17.2% social taxes 
(article 150 Uð150 VH of the CGI) (see section 2.2.).  

Capital gains on the transfer  of the taxpayerõs principal  residence are exempt from the 

above tax and additional  tax.  Gains on any immovable property  are also exempt if  the 
sales price does not exceed EUR 15,000. 



43 

LEGAL ASPECTS DOING BUSINESS IN FRANCE 2018 
 

 

Also, annual reductions apply to the taxable basis of capital gains from the  alienation  

of real  estate.  

Reduction of the capital gain subject to the flat rate  tax amounts to:  

ð 6% for each year of ownership beyond the 5th year until the 21st year;  and 

ð 4% for the 22nd year of ownership. 

The capital gain is thus totally exempt from the flat rate tax after 22  years. 

The reduction of the capital gain subject to the social taxes amounts to:  

ð 1.65% for each year of ownership beyond the 5th year until the 21st  year;  

ð 1.6% for the 22nd year of ownership;  and 

ð 9% for each year after the 22nd  year. 

The capital gain is thus totally exempt from social taxes after 30 years of ownership. 

A special additional  reduction  of 70% or 85% applied to capital  gains from the sale of 
building  properties  listed in article 257, I -2-1° of FTC. It  applied to sales concluded 
between 1st January 2018 and 31 December 2022 (under conditions).  This temporary  

reduction,  which applied for  both the flat  rate  tax and the social taxes, was 
computed after  application  of the tax reductions based on the holding period 
described above. 

Taxable capital gains (except for the sale of building land) exceeding EUR 50,000 are 
subject to an additional tax ranging from 2% to 6%, depending on the amount of  the 

gain. 

1.6.2.  Shares 

Capital gains derived by resident  individuals from the sale of shares, bonds and similar  
securities in French or foreign companies are subject  to income tax at progressive 
rates (article  150-0 Að150-0 E of the CGI) (see section 1.9.1.3.).  From the 1st January 
2018, such capital  gains is subject  to a flat  rate  of 12.8. Capital gains from the sale of 

shares, bonds and similar  securities are also subject  to social taxes at a total  rate  of 
17.2% (see section 2.2.).  

If the taxpayer has exercised the global option for taxation at progressive rates, the 
capital gains from sales of shares,  bonds and similar  securities in French or foreign 
companies acquired before the 1st January 2018, are subject  to an allowance for 
length of detention.  

Under the general regime, the reduction of the taxable capital gain amounts  to:  

ð 0% if the taxpayer holds the securities for less than 2  years; 

ð 50% if the taxpayer holds the securities between 2 and 8 years;  and 

ð 65% if the taxpayer holds the securities more than 8  years. 

The first specific regime applies to individuals who realize capital gains  on: 

ð the sale of shares in small and medium -sized enterprises (SMEs) acquired less than 
10 years after their  incorporation;  

ð the sale to a family member of shares of a company where more than 25% of  the 
rights to profit  of this company are (or were within  the last 5 years) held by family  
members, provided that  the buyer does not sell the shares to a third  party  within  5 
years; and 

ð the sale of shares in SMEs by their director/owners at the moment of their  
retire ment.  
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Under this specific regime, the reduction of the taxable capital gain amounts  to:  

ð 0% if the taxpayer holds the securities for less than 1  year; 

ð 50% if the taxpayer holds the securities between 1 and 4  years; 

ð 65% if the taxpayer holds the securities between 4 and 8 years;  and 

ð 85% if the taxpayer holds the securities more than 8  years. 

The second specific regime provides for a EUR 500,000 allowance (under certain 
conditions) on capital gains derived from shares of SMEs by the director/owners of  
these SMEs at the moment of their retirement. The remaining taxable amount may  
benefit  from the reduction provided for by  the first specific  regime.  

The latter regime is applicable to transfers and purchases made from the 1 st January 
2018 to the 31st December 2022. 

Subject to a number of conditions,  rollover  relief  is available for  gains realized upon a 
merger, division or exchange of shares. 

As an exception,  capital  gains from habitual  sales of shares are taxed in the 
professional income category ( see section 1.4.2.).  

Capital gains from participations in real estate partnerships, whose assets consist  of 
immovable property for more than 50%, are subject to the regime applicable to real  

estate capital gains ( see section 1.6.1.).  

1.6.3.  Other  

1.6.3.1.  Business assets 

Capital gains from the disposal of business assets by an individual  may be taxed in one 
of two ways, depending on whether they are short-term or long -term  gains. 

Short-term gains , i.e. gains from the disposal of assets held for less than 2 years,  are 
taxed as business income (article  39 duodecies of the CGI) (see section 1.4.1.).  An 
option to spread the gains over 3 years is  available.  

Long-term  gains, i.e.  gains from the disposal of assets held for  at least 2 years, are 

subject  to tax at a flat  rate  of 12.8%, increased to 30% by the 17.2% social taxes (article  
39 quindecies of the CGI) (see section 2.2.).  The tax is levied on the sales price less the 
acquisition cost. Any recaptured depreciation is taxed as ordinary business  income. 

Generally, long-term gains are exempt if the taxpayerõs turnover does not exceed a 

certain ceiling and the activity is exercised for 5 years or more (article 151 septies  of 
the CGI). Entrepreneurs and small and medium-sized enterprises (SMEs) are exempt 
from tax on capital gains derived from the disposal of business assets if their  annual 
turnover  (excluding VAT) does not exceed EUR 90,000 for  (suppliers of services) or EUR 
250,000 (for  suppliers of goods). A partial  exemption  applies if  the annual turnover  

(excluding VAT) does not exceed EUR 126,000 (for  suppliers of services) or EUR 350,000 
(for suppliers of  goods). 

Capital gains derived from the transfer by way of a donation or a gift mortis causa of 
an individual  enterprise  or of shares in a partnership  in which the partner  carries on his 
professional activity are generally rolled over until the sale or the end of the activity;  

in any case, such gains become exempt after  the transferee  has carried  on the activity  
for 5  years. 

Partial exemptions are also available for sales of shares in SMEs (see section 1.6.2.).  
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1.7.  Personal deductions, allowances and credits  

For 2018, the deductions, credits and allowances discussed below, from which a  tax- 
payer may benefit, may not exceed an overall amount equal to EUR 10,000 of the  net 

overall taxable income, subject to exceptions (article 200 -0 A of the CGI). There are 
no allowances, deductions or credits for medical costs or life insurance  premiums. 

1.7.1.  Deductions 

Deductions which apply to specific types of income are discussed in sections 1.3.1.  to 
1.6.  

The most important deductions that apply to the aggregate income include (articles  
199 quater Bð200 quindecies of the  CGI): 

ð qualifying direct investments in certain French Overseas Departments made by  31 
December 2018 entitle the taxpayer to a deduction of invested amounts from  his 
aggregate income; 

ð subject  to certain  conditions and ceilings,  the taxpayer may deduct alimony paid to 
a former  spouse and maintenance paid for  children  under a legal obligation  or a 
court order ( see section 1.3.3. for the taxation of the  recipients);  

ð maintenance payments to children  who have reached legal age and who are no 
longer part  of the taxpayerõs tax household are deductible  from the taxpayerõs 
income up to EUR 5,795 per child;  and 

ð union membership fees are deductible up to a certain  maximum. 

Subscribers to the popular pension savings plans (PERP) are entitled  to a deduction  for  
the premiums paid.  The deduction  is generally limited  to (i)  10% of the earned income 

of the previous year, up to 8 times of the average annual social security  ceiling  for  that  
year, or (ii) 10% of the annual social security ceiling, whichever is  higher.  

For the deductible CSG, see section 2.2.1.  

1.7.2.  Allowances 

Taxpayers who are invalids or over 65 and whose net taxable income earned in  2017 
does not exceed EUR 14,900 may deduct EUR 2,376 from that  income. The deduction  is 
limited to EUR 1, 188 if the total net income is between EUR 14,900 and EUR 24,000. 
The deduction is doubled if both spouses qualify as invalids or persons over 65  (article  
157 bis of the CGI). 

The parents of a person aged under 21 years (25 years if a student) who is married  or 
handicapped may declare their  child  (along with  the childõs partner,  if  any) as a 

member of their  household for  income tax purposes. In such a case, the parents do not 
benefit from a higher coefficient, but are entit led to an allowance of EUR 5,795 (for  
income earned in 2017) for each person taken into account (article 196 B of the  CGI). 

1.7.3.  Credits 

Income tax computed on the aggregate income is reduced by certain tax credits.  The 
most important credits are described  below.  

1.7.3.1.  Activity  incentive  

The activity  incentive ( prime dõactivit®) is a tax credit available to each  eligible 
working member of a tax household, provided that  the net taxable aggregate income 
of the tax household is below EUR 16,251 (double for  couples) and increased by EUR 
4,490 for  every half  part (i.e.  portion)  exceeding the initial  one part  (single, 
divorced or widowed) or the initial two parts (married) (article 200 sexies of the  CGI) 
(see section 1.9.1.2.).  

Eligible working members are the employed or self-employed earning up to EUR 17,451 
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(EUR 26,572 for a single, divorced or widowed person with one child or more; or for  a 

married person with a non -working spouse). The credit is generally equal  to:  

ð 7.7% of the annual employment  or self-employment  income earned when not 
exceeding EUR 12,475; and 

ð 19.3% of the difference between the ceiling (EUR 17,451) and the earned  income 
where the earned income is between EUR 12,475 and EUR 17,451. For married 
couples, the rate  is 5.1% of the difference  between EUR 26,572 and the earned 
income where the earned income is between EUR 24,950 and EUR 26,572. 

The credit  is calculated  by the tax authorities  and is aggregated at the household 
level.  If  the total  tax credits  exceed the householdõs income tax liability,  the excess is 

refunded.  

1.7.3.2.  Share subscription  

The subscription to shares in qualifying  small and medium-sized enterprises (SMEs) 

located in an EEA country in their start -up period (5 years) entitles the taxpayer to  a 
tax credit .  

The tax credit is in principle equal to 18% of the amount of payments made for all 
eligible subscriptions. However, the rate of the tax credit is increased to 25% for 
payments made until the 31 December 2018.  

Payments are subject to an annual limit of  EUR 50,000 for single, wi dowed or divorced 
taxpayers or EUR 100,000 for married or taxpayers subject to a joint tax.  

The fraction of investments exceeding the annual limit entitles you to the tax credit 
under the same conditions for the following four years.  

 

1.7.3.3.  Principal residence expenses 

The tax credit  for  interest  paid on loans used in the acquisition  or construction  of a 

principal  residence is not available for  acquisitions or constructions on or after  1 
January 2011. Previously, a tax credit between 10% and 40% was available.  

The costs of the acquisition of energy -saving equipment for the taxpayerõs principal  
residence (which is more than 2 years old) incurred before 31 December 2018 entitles  
the taxpayer to a credit equal to 30% of the acquisition costs. The credit is limited  to 

EUR 8,000 (EUR 16,000 for couples), plus EUR 400 per child and each other dependent 
person. 

1.7.3.4.  Donations 

Gifts to approved public or private non -profit organizations located in the  European 
Union, including political  parties,  for  approved purposes give rise to a tax credit  equal 

to 66% of the gifts,  subject  to a limit  of 20% of taxable  income (article  200 of the CGI). 
Gifts to organizations providing care for  persons in hardship (e.g.  food banks) may give 
rise to a credit equal to 75% of the gift with a maximum of EUR 530. 

The credit  also applies to gifts  to qualifying  charitable  organizations whose main activ ity 
is to arrange public events (e.g. theatrical, musical and cinematic  performances).  

Where the total  donations exceed 20% of the taxpayerõs income in a given year, the 
excess is carried  forward  for  5 years to give rise to the tax credit  under the same 
conditions. Full justification of the gifts must be  provided.  

1.7.3.5.  Investments in residential premises intended for letting  

For qualifying  investments made between 1 January 2013 and 31 December 2021 in 
new residential  premises, the taxpayer is entitled  to a tax reduction  of 12% or, 
respectively,  18% of the amount of the investment  (subject  to a cap), spread over the 
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6 or 9- year period,  if  the intention  is to rent  out these premises for  at least a 6 or 

9-year period (article 199 novovicies of the  CGI). 

The initial 6 -year letting period may be extended by two additional 3 -year periods:  in 
this case, the additional credit is 6% for the first additional 3 -year period and 3% for  
the second additional 3 -year period, spread over the additional 3 or 6 -year period.  

The initial 9 -year letting period may be extended by one additional 3 -year period:  in 

this case, the credit is 3% for the additional 3 -year period, spread  over the 3  years. 

1.7.3.6.  Other 

Parents whose children receive secondary or graduate education are entitled to a  tax 

credit  of EUR 61 to 183 per child,  depending on the level  of the educational  institution  
(article  199 quater  F of the CGI). Day-care expenses incurred  for  children  under 7 years 
old give rise to a tax credit  of 50% of the expenses, limited  to EUR 2,300 per child,  i.e.  
the maximum effective  credit  is EUR 1,150. Taxpayers who hire domestic help are 
enti tled to a tax credit equal to 50% of the salaries paid (including social security  

contri butions); the credit may not exceed EUR 6,000 (EUR 10,000 for  invalids).  

There are no allowances, deductions or credits  for  medical costs or life  insurance 
premiums. 

1.8.  Losses 

A loss in one category may normally  be set off  against income of another category.  
Excess loss which cannot be set off against the income of a given year may be  carried 
forward for 6 years (article 156 of the  CGI). 

Losses pertaining to property investments, agricultural activities (under  conditions),  

non-commercial non-professional activities and professional business activities  in 
which the taxpayer plays no active part may be set off against income from the  same 
category only, and not against other types of  income. 

Losses attributable  to income from immovable property  may be set off  against the 

aggregate income of the taxpayer,  albeit  only up to EUR 10,700 annually and subject  to 
a number of conditions. In certain cases, the set -off is  unrestricted.  

As regards short-term  capital  losses, if  the net balance is negative (i.e.  net short-term  
capital loss), it is deducted from the enterpriseõs profits. If the profits are not 

suffi cient  to cover the short-term  capital  loss, the excess loss may be set off  against 
other  categories of profits or carried forward for up to 5 years and be set off against  
future  profits or  income. 

As regards long-term  capital  gains and losses, items which are taxable  at the same rate  
are offset against each other. However, the net long -term capital gain may also be  set 

off  against the trading  loss of the current  year and the unused losses of previous years. 
It may also be set off against the unused long -term capital losses incurred during  the 
preceding 10-year period.  

1.9.  Rates 

1.9.1.  Income and capital  gains 

1.9.1.1.  General 

The gross aggregate income is determined  by adding up the net results of all  categories 
of income after applying the specific relief measures discussed in sections 1.3. to  1.6.  

The net aggregate income is determined  by applying the personal deductions (see 
section 1.7.1.) and allowances ( see section 1.7.2.). The net aggregate income is  then 
divided by a family  coefficient  (see section 1.9.1.2.)  to obtain  the net taxable  income 
per part (i.e. portion). The tax table rate ( see section 1.9.1.3.) is then applied to  the 
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result; the tax so computed is then multiplied by the same coefficient to obtain  the 

gross tax burden.  This lengthy procedure can be usefully replaced by the use of a 
computation formula ( see section 1.9.1.4.).  

Example 

For a net taxable  income of EUR 60,000 and a family  coefficient  of 3, the income is 

divided by three  to obtain  a taxable  income per part  of EUR 20,000. The tax table  rate  
is applied to determine  the tax on EUR 20,000 (EUR 1,142) and the result  is multiplied  
by three  to obtain  the aggregate gross tax (EUR 4,326). The same result  is reached 
much faster by using the computation formula ( see section 1.9.1.4.).  

Once the gross tax liability is determined, a number of corrections must be made  to 
determine  the net  tax liability.  These corrections  should be made in the following  way 
and order:  

ð check if the coefficient benefit limit is respected ( see section 1.9.1.5.);  

ð deduct the additional tax relief ( see section 1.9.1.6.);  

ð apply the relevant reductions and credits discussed in section  1.7.3.;  

ð add tax due on specific types of income taxed at a flat  rate;  

ð add disallowed tax credits  (i.e.  those deducted in the previous years but  disallowed 
because some conditions ð e.g.  commitment  to rent  out a house (see section 
1.7.3.5.) ð were not or are no longer met);  

ð add specific taxes (e.g.  exceptional  contribution  on high incomes, see section 
1.9.1.7.;  and 

ð deduct any foreign tax credits ( see section 6.1.3.) and non -final levies  
(prélèvements) (see section 1.5.2.).  

1.9.1.2.  Family coefficient  

The family coefficient takes into account the family situation of the taxpayer in  order 
to determine  its ability  to pay the income tax.  It  results in a limitation  of the 

progression of the income  tax.  

The following table of coefficients is applicable to the most common family  situations 
(article 194 of the  CGI): 

 
Status Coefficient  

(number of  parts)  

Single, divorced or widowed persons without  dependants 1 

Single, divorced or widowed persons with 1 child over 18, invalids  and 
war veterans 

 

1.5 

Married persons without children, single or divorced persons with 1  child  2 

Married or widowed persons with  1 child,  single or divorced persons with  
2 children  

 

2.5 

Married or widowed persons with 2  children  3 

Single or divorced persons with 3 children  3. 

Married or widowed persons with 3  children  4 

Single or divorced persons with 4 children  4. 

Married or widowed persons with 4  children  5 

Single or divorced persons with 5 children  5. 

Married or widowed persons with 5  children  6 

Single or divorced persons with 6 children  6. 
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1.9.1.3.  Tax rates 

For the 2018 assessment of income earned in 2017, the progressive income tax  rates 
are (article 197 of the  CGI): 

 
Taxable income per part  (EUR) Rate (%) 

Up to 9 807  0 

 9 807 ð27 086  14 

 27 086 ð 72 617  30 

 72 617  ð 153 783  41 

Over 153 783  45 

1.9.1.4.  Computation  formula  

The following  formula  allows a simple computation  of the gross income tax due for  
income earned in 2017 (before  the corrections  listed  under section 1.9.1.1.  are made). 
òIó stands for the net taxable income and òCó for the number of parts resulting  from 

the coefficient system ( see section 1.9.1.2.). The computation table is as  follows:  
 

Value of I/C  (EUR) Gross tax  

Up to 9 807  0 

9 807 ð27 086 (I x 0.14) ð (1,372 x C) 

27 086 ð 72 617 (I x 0.30) ð (5,706.74 x C) 

72 617  ð 153 783 (I x 0.41) ð (13,694.61 x C) 

Over 153 783  (I x 0.45) ð (19,845.93 x C) 
 

For example, if a married taxpayer with an income of EUR 60,000 and a family  
coefficient  of 3 has an I/C  value of EUR 20,000; the formula  indicated  in the second 

row of the above table must be applied. The tax is thus computed in the following  
manner: (60,000 x 0.14) ð (1,372 x 3) = EUR 4.284. 

1.9.1.5.  Limitation of the coefficient  benefit  

The family coefficient system results in an effective limitation of the progression  of 
the income tax.  However, the incremental  tax benefit  resulting  from having children  is 

limited  to certain  amounts. The reduction  of income tax resulting  from the application  
of the family coefficient may not exceed the following  thresholds:  

ð for every half part exceeding the initial part (single, divorced or widowed) or  the 
initial two parts (married) corresponding to the parent(s), the tax benefit may  not 
exceed EUR 1,527; 

ð for every quarter part in excess, the tax benefit may not exceed EUR 763,5; and 

ð for  single, divorced or separated persons with  a dependent child,  the benefit  is 
limited  to EUR 3,602 for  the first  additional  two half  parts corresponding to the 
child.  

Thus, for a divorced person with two children (i.e. a family coefficient of 2.5  parts),  
the benefit  may not exceed EUR 5,129 (EUR 3,602 for  the first  two half  parts + EUR 
1,527 for the remaining half  part ).  

Where the limitation  applies, a theoretical  income tax is computed using the initial  
number of parts . The amount so obta ined is reduced by (i) EUR 1,527 for each 
additional half part , (ii) where applicable, by EUR 3,602 for the first additional two  
half  parts and (iii)  EUR 1,527 for  each half  part  thereafter.  For certain  taxpayers (e.g.  

war veterans and invalids),  the ceiling  for  the tax benefit  resulting  from the 
coefficient  system has increased. The theoretical income tax less the  maximum 
coefficient benefit results in the income tax after the coefficient benefit limitation.  
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The income tax liability of the taxpayer cannot be less than the income tax after the  

coefficient  benefit  limitation.  

1.9.1.6.  Additional tax  relief  

Taxpayers whose tax in 2017, as computed in conformity with the above rules, is  less 
than EUR 1,177 for single persons (EUR 1,939 for married persons) may credit  against 

the computed tax the difference  between EUR 1,177 (EUR 1,939, respectively)  and 75% 
of the computed  tax.  

1.9.1.7.  Exceptional contribution on high  income 

Taxpayers whose income exceeds certain amounts are subject to an exceptional  

contribution  (article  223 sexies of the CGI).  

The rate  is 3% on the portion  of annual income over EUR 250,000 (double for couples) 
up to EUR 500,000 (double for couples) and 4% on the portion of annual income over 
EUR 500,000 (double for couples). 

1.9.2.  Withholding taxes  

There is no withholding  tax on employment  income in France. However, employees 
receive their salaries net of the social taxes (CSG and CRDS only, see sections 2.2.1.  
and 2.2.2., respectively) and social security contributions ( see section 3.).  

For withholding tax on dividends and interest, see sections 1.5.1. and 1.5.2.,  
respectively.  There is no withholding  tax on royalties  paid to residents.  For withholding  

taxes on payments to non-residents, see section 6.3.  

1.10.  Administration  

1.10.1.  Taxable period  

The taxable  period consists of a 12-month period and is generally the calendar year (1 
January to 31 December) (article 12 of the CGI).  

However, individuals who earn  business income may be assessed on the basis of an 
accounting period,  which may be fixed  freely by the taxpayer (articles 36 and 37 of the  

CGI). 

1.10.2.  Tax returns and assessment 

Income tax is imposed on the income of the preceding year. In general, resident  
individuals subject to income tax must file a tax return before the end  of May (the 
exact date depends on the region) (article  175 of the CGI).  

Business income must be declared by the second working day following  1 May. With 
effect  from 1 January 2016, taxpayers whose income earned in 2018 exceeds EUR 
15,000, must file the tax return  online.  

Tax is computed on the basis of the tax return  and an assessment is sent to the tax- 

payer. Any prepayments and non-final withholdings are credited against the final  tax.  

Small businesses may be presumptively  assessed if  the taxpayer opts not to be assessed 
on actual income. Under certain circumstances, taxpayers may be subject to  a notional  
assessment if  their  declared income is not commensurate with  their  living  standards. 

The tax is imposed on presumed income computed according to certain  spending 
factors  such as servants, private  planes, yachts, automobiles,  horses and certain 
golf membership and hunting  rights.  

1.10.3.  Payment of tax  

Taxpayers are generally required  to make advance payments for  their  estimated  
income tax liability  for  the current  year. The payments are made in two instalments  by 
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15 February and 15 May, each equal to one third  of the final  tax collected  the previous 

year on the income earned two years befor e (e.g. advance payments in 2018 are each 
equal to one third  of the final  tax assessed in 2017 on income earned in 2016).  The 
balance is paid in September (when a payment order is issued by the  tax authorities)  
(articles  1664, 1665 and 1730 of the CGI). Alternatively,  the taxpayer may opt to pay 
tax by monthly  instalments,  the balance being paid by January and February. 

The French Finance Act for 2017 was adopted on December 29, 2016 introducing a new 
withholding tax system coming into force as of January 1, 2018. By decree, the 
implementation of the French withholding tax system on salaried income was officially 

postponed to January 1, 2019. 

The scope of income subjected to the new withholding tax system covers most categories: 
employment income, pensions, replacement income (e.g., unemployment benefits, sick 

pay), annuitie s, self-employment income (e.g., industrial and commercial, non -
commercial, agricultural) and rental income.  

For salaried employees of French companies, the tax will be withheld by the French 
employer, based on a specific rate.  

For non-salaried income and employees of foreign companies, the tax will be directly 
withheld from the personal bank account of the taxpayer if they are a French tax 
resident.  

1.10.4.  Rulings 

The ruling practice is not common. A number of prior approval or ruling regimes  for  
specific issues exist. For details, see Corporate Taxation section 1.8.4.  

2.  Other Taxes on Income 

2.1.  Local taxes 

There are no general local taxes on income. However, there is a local tax on  business 
and professional activities.  

The business tax (contribution  économique territoriale ) is a local  tax which applies to 
all business enterprises and is payable by all individuals and legal entities who  

habit ually engage in a non-salaried professional activity.  There are,  however,  
exemptions in favour of handicraftsmen  working alone, farmers, approved educational  
institutions,  artists, authors and composers, press agencies and publishers of 
periodicals.  

The business tax consists of two contributions: one on the rental value of the  business 

premises (contribution  foncière  des entreprises ) and the other  on the enterpriseõs 
operating margin ( contribution sur la valeur ajoutée des entreprises ). The latter  only 
applies to enterprises for  which annual turnover  exceeds EUR 152,500. However, there  
is a full relief where the turnover does not exceed EUR 500,000. The rate of  
contribu tion varies between 0.5% and 1.5%, depending on the level of turnover. The 

maximum rate applies where the turnover exceeds EUR 50 million.  

2.2.  Social taxes 

There are currently three types of social taxes: the generalized social  contribution,  
the social security  deficit  contribution  and the social levies. These taxes have a broad 
base and therefore  have a substantial  impact  on the effective  rate  of taxation  of 
individualsõ income. 

 

For social security contributions, see section 3. 



DOING BUSINESS IN FRANCE 2018 LEGAL ASPECTS 
 

2.2.1.  Generalized social contribution  (CSG) 

The generalized social contribution ( contribution sociale généralisée , CSG) is payable 
by all residents on virtually all types of income, unless expressly exempt. For  

employment income (including  pensions), the CSG is computed on 98.25% of the gross 
income up to EUR 158,928 per year (on 100% of the gross income above this threshold) 
and is withheld by the  employer.  

The rate of the CSG is 9.2% on employment income, 9.9% on income from  immovable 
property  and investment  income and 8,3% on pensions and similar  income (article  

L.136-1ð136-7 of the CSS).  

Out of these rates,  6.8, 6.8 and 5.9 percentage points,  respectively, are deductible 
for income tax purposes, but only if the relevant  income is taxed at the progressive 
rates.  Hence, the CSG on income taxed at a flat  rate  (including royalties, see 
section 1.6.) is not deductible at  all.  

 

2.2.2.  Social security deficit contribution  (CRDS) 

The social security deficit contribution ( contribution au remboursement de la  dette  
sociale, CRDS) of 0.5% is levied, in general, on the same taxable base as the CSG (see 
above). It also applies to certain types of income that are exempt from the CSG  (e.g.  

gains on precious metals). It is not dedu ctible for income tax purposes (Ordinance  No. 
96-50 of 24 January 1996). 

2.2.3.  Social levy on passive income 

The social levies totalling 6.8% (i.e. the 4.5% social levy, the 0.3% additional  
contribu tion  to the social levy and the 2% solidarity  levy) apply to income from 
immovable property and investment income (article 1600 -0 F bis of the CGI). Unlike 
the CSG and the CRDS, the social levies do not apply to employment  income (including  
pensions) or professional income. The levies are not deductible for income tax 
purposes. 

3.  Social Security Contributions 

Social security  contributions  (cotisations  sociales) are due by employers, employees or 

both and are computed either on the total remuneration or on the maximum  amounts 
known as social security ceilings (òCó in tables below). Paid contributions are  
deductible from the taxpayerõs employment income. However, contributions paid to  
supplementary  and statutory  pension and health  plans are deductible  only to the extent  

they do not exceed, in the aggregate (employee and employer shares), 8% of eight  times 
the annual social security  ceiling.  Moreover, payments to supplementary health  
plans (included in the overall 8%) may not exceed 3% of the same figure.  

For 2018, the ceilings  are:  

 
C1 (monthly)  

 

EUR 3,311 

C2 (3 × C1) EUR 9,933 

C3 (4 × C1) EUR 13,076 

C4 (8 × C1) EUR 26,152 
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For 2017, employees must pay the following social security contributions  (generally  
withheld by the  employer):  

 
Contribution  for  Rate employee (%) Base 

Health benefits  1.50 Salary 

Old age pension (capped) 6.90 Salary up to C1 

Old age pension (uncapped) 0.40 Salary 

Unemployment benefits  0.95 Salary  

In addition, an extensive set of contributions for mandatory supplementary  pension 
schemes applies for executive and non-executive  employees. 

Specific and additional social security contributions apply to, inter alia, gains  derived 
from the exercise of employee stock options and pension income derived from  
executive top -up pension schemes (òhat retirementó).  

In addition to the social security contributions, employees are also subject to CSG  (at  
a rate  of 9.2%) and CRDS (at  a rate  of 0.5%), generally withheld  by the employer along 
with social security contributions. See sections 2.2.1. and 2.2.2.,  respectively.  

For social security  contributions  payable by employers, see Corporate Taxation section 
4.2.  

 

4.  Taxes on real estate  

4.1.  Real estate wealth tax  

Since January 2018, the tax of solidarity on fortune ( òISFó) is replaced with a tax on 
real estate wealth (òIFIó).  

Every individual is subject to the IFI if the net value of the estate exceeds 1.3 million  
EUR .This includes all goods and real estate rights held directly and indirectly on 1th 
January. Some assets are partially or totally exempt. Some deb ts may be deducted 
from the value of your assets before tax imposition.  

The real estate held by all people composing the household is taken into account on 
the declaration of IFI. The IFI household is composed by: 

Å Person living alone: single, widowed,  divorced and separated; 

Å People living in a relationship.  

In all cases, property of the minor children whose is legally managed by his parents is 
equally taken into account.   

Please note that divorced or separated parents exercising joint ly parental auth ority 
may each declare half the value of the property of their minor children.  

Taxpayers have to declare in particular:  

Å the buildings built (for personal use or rented): houses, apartments and their 
outbuildings (garage, parking, cellar ..);  

Å the buildi ngs classified as historical monuments;  

Å the buildings under construction at the 1 st January 2018; 

Å the non-built buil dings (building land, farmland);  

Å the buildings or parts of these latters  represented by shares in condominium 
corporations.  

Principal residence is subject to a reduction of 30% on its value on the 1st January 
2018. 
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Partial or total exemptions are provided for buildings used for your professional 
activity,  woods and forests under exploitative or professional commitment,  rural 
properties rented for a long term or for professional use (farmland, buildings and farm 
equipment),  rented housing furnished under the tax system of the lessor in professional 
furniture.  

 

When the assets exceed the tax threshold (EUR 1 300 000 ), it is taxed according to 
the following scale:  

 
Fraction of the 
taxable net value of 
the patrimony  

Applicable rate (in 
percentage) 

Calculation ( B = 
taxable net base)  

 

Not exceeding 800 000 ϵ 0  

Between 800 001 ϵ à 1 300 

000 ϵ 

0,50  

Beween 1 300 001 ϵ à 2 570 

000 ϵ 

0,70 

(B × 0,007) ҍ 6 600 ϵ 

Between 2 570 001 ϵ à 5 000 

000 ϵ 

1 (B × 0,01) ҍ 14 310 ϵ 

Between 5 000 001 ϵ à 10 000 

000 ϵ 

1,25 (B × 0,0125) ҍ 26 

810 ϵ 
Exceeding 10 000 000 ϵ 1,50 (B × 0,015) ҍ 51 810 

ϵ 

 

4.2.  Real estate tax  

The property tax and the owner - occupied dwelling tax are distinct taxes and may  be 
levied cumulatively (e.g. owners living in their property are subject to both  taxes).  

4.2.1.  Property tax  

The property  tax (taxe foncière ) is a local tax due annually on all  immovable property  
located  in France. The tax is due by the owner and applies to both developed and 
undeveloped property owned on 1 January of the relevant  year. 

The tax on developed property applies to buildings. The tax is computed by  applying 

certain coefficients determined annually by the  local authorities to half the  notional  
rental value of the property as determined by the local land  registry.  

The property tax payable on the principal residence (developed property) of the  tax- 

payer may not result in a total tax burden exceeding 50% of his total income.  
Consequently,  if  the total  tax burden exceeds 50% of the income, the property  tax is 
payable only partially.  

The tax on undeveloped property (mainly privately owned land and forestry) is  
calculated by multiplying 80% of the notional rental value of the property by  

coefficients  determined by local  authorities.  

4.2.2.  Dwelling tax  

The owner-occupied dwelling  tax (taxe dõhabitation) is a local tax due annually by any 
person who occupies a dwelling  on 1 January of the relevant  tax year. The tax is 

assessed by multiplying  the notional  rental  value of the dwelling  as determined  by the 
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local land registry by coefficients determined by the local authorities. Various  

allowances are granted depending on the family situation of the  taxpayer.  

5.  Inheritance  and Gift  Taxes 

Inheritance  tax (droits  de succession) and gift  tax (droits  de donation ) are imposed by 
the state on property acquired by inheritance or gift. The rules differ slightly  according 
to whether the acquisition of the property was by inheritance  or by gift, but  are 

basically the same. In addition  to gift  tax,  registration  duties are levied on the value of 
assets transferred by gift.  

5.1.  Taxable persons 

The inheritance or gift tax is not imposed on the estate of the deceased or the  donor 
but  on each beneficiary  in respect of his share in the estate or on each donee in respect 
of his gift (article 777 of the  CGI). 

Inheritances between spouses or between civil partners ( see section 1.1.) are  exempt 

from inheritance  tax.  The gift  tax regime applicable  to married  spouses is extended to 
civil  partners.  

Inheritances between siblings are also exempt, provided that the beneficiary (i)  has 

lived together  with  the deceased for  at least 5 years prior  to death and (ii)  is single, a 
widow(er), divorced or separated  and (iii) is above 50 years of age or  handicapped. 

5.2.  Taxable base 

Inheritance and gift taxes are levied on worldwide property transferred if  the 
deceased/donor was/is  a resident  of France at the date of the transfer,  and was a res- 
ident  of France for  at least 6 years of the previous 10 years (article  750 ter  of the CGI). 

The tax is also due in France on worldwide property if the beneficiary/donee is a  res- 
ident of France. In all cases, upon death of the donor, all gifts made to heirs and  
legatees during the 15-year period preceding the date of death,  including hand 
gifts,  must be clawed back for the assessment of inheritance  tax.  

In most cases, tax is imposed on the fair market value of the assets. Jewellery,  works 
of art and collection items transferred mortis causa must be declared for their  
estimated value, but not below their insurance value. Furniture may be valued  
notionally  at 5% of the estate.  Where rights attached  to the property  transferred  
are split  between the bare and economic ownership, the tax is imposed on a certain  

percentage of the value of the right  transferred.  

5.3.  Personal allowances 

The taxable base is reduced by the following allowances (article 779 ð797 of the  CGI): 

ð inheritances and gifts in direct line: EUR 100,000 per  beneficiary;  

ð inheritances (if taxable, see section 5.1.) and gifts between siblings: EUR  15,932 
per beneficiary;  

ð gifts  made to grandchildren:  EUR 31,865 per beneficiary  (EUR 5,310 for  great- 
grandchildren);  

ð gifts  in cash made to children,  grandchildren,  great-grandchildren:  up to EUR 
31,865 per beneficiary  in a 15-year period.  The beneficiary  must be at least 18 
years old, whereas the donor must be younger than  80; 

ð inheritances and gifts to nephews and nieces: EUR 7,967 per beneficiary;  

ð other inheritances: EUR 1,594 per beneficiary.  

With regard to donations, other deductions and credits are available, under  certain  
conditions,  depending on the nature of the asset donated (e.g.  unquoted shares, 
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industrial businesses and dwellings) or on the age of the  donor. 

5.4.  Rates 

The rates of the inheritance  and gift  taxes are determined  on the basis of the proximity 
of the relationship between the deceased/donor and the beneficiary/donee.  The rates 
applicable in 2018 are the  following:  

Inheritances and gifts to direct descendants (article 777-Table I of the  CGI): 

 
Taxable amount (EUR) Rate (%) 

Up to  8,072 5 

8,072 ð 12,109 10 

12,109 ð 15,932 15 

15,932 ð 552,324 20 

 
 

Taxable amount (EUR) Rate (%) 

552,324 ð 902,838 30 

902,838 ð 1,805,677 40 

Over  1,805,677 45 
 

Gifts between spouses (article 777-Table II of the  CGI): 

 

Taxable amount (EUR) Rate (%) 

Up to  8,072 5 

8,072 ð 15,932 10 

15,932 ð 31,865 15 

31,865 ð 552,324 20 

552,324 ð 902,838 30 

902,838 ð 1,805,677 40 

Over  1,805,677 45 

Other inheritances and gifts are taxed as follows (article 777-Table III of the  CGI): 

ð inheritances and gifts  between siblings are taxed at a rate  of 35% up to EUR 24,430 
and 45% on any excess; 

ð inheritances and gifts  between blood relatives  up to the fourth  degree are taxed at 
a flat rate of 55%;  and 

ð other inheritances and gifts are taxed at a flat rate of  60%. 

Inheritance and gift taxes have to be paid in full prior to the filing of the inheritance  
or gift  tax return.  However, a spreading option  is available where a business is 

transferred  to residents with regard to the payment of inheritance and gift  tax.  

The donor may pay the gift  tax on behalf  of the donee. In such a case, the tax paid by 
the donor is not considered as an additional gift. In specific cases, the inheritance  or 
gift tax may be paid in kind (certain immovable properties, art works,  etc.).  

5.5.  Double taxation relief  

Under domestic law, foreign inheritance and gift taxes paid on movable or  immovable 
property situated abroad may be credited against the tax due in France on that  same 
property (article 784 A of the  CGI). 

France has concluded agreements to avoid double taxation of inheritances with  
Algeria,  Austria,  Bahrain, Belgium, Benin, Burkina Faso, Cameroon, Canada (part  of 

the 1995 protocol to the income tax treaty), the Central African Republic, Congo  
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(Rep.),  Finland, Gabon, Germany, Guinea, Italy, Ivory Coast, Kuwait, Lebanon, Mali,  

Mauritania, Mayotte (treaty originally concluded with the Comoros), Monaco, New  
Caledonia, Niger, Portugal,  Oman, Qatar, St. Pierre and Miquelon, Saudi Arabia, 
Senegal, Spain, Sweden, Togo, Tunisia, the United Arab Emirates, the United Kingdom 
and the United  States. 

The treaties with Austria, Guinea, Germany, Italy, New Caledonia, St. Pierre and 

Miquelon, Sweden and the United States also cover the taxation of  gifts.  

The inheritance  tax agreement concluded between France and Switzerland on 31 
December 1953 was denounced by France on 17 June 2014. The termination  took 
effect on 1 January  2015. 

 

6.  International Aspects  

6.1.  Resident individuals  

For the concept of residence, see section 1.1.  

6.1.1.  Foreign income and capital  gains 

Subject to tax treaty  provisions, a resident  individual  is subject  to tax on his worldwide  
income and capital  gains. In general,  foreign income is subject  to the same income 
taxes as domestic income. 

Employment income earned by a resident is generally taxable in France wherever  the 
work is performed (article 4 A of the CGI). See, however, section 6.2.2. for the  

treat ment of remuneration related to work performed  abroad. 

Foreign-source dividends, interest and royalties received by a resident are taxable  in 
France on their  net amounts (article  13 and 122 of the CGI). However, where a tax 
treaty provides for a tax credit, the recipient is taxed on the income as grossed up  by 

any foreign withholding tax, and a credit is available for that  tax.  

Foreign-source dividends and interest are generally fully included in taxable  income 
subject  to individual  income tax at the progressive rates (and the social taxes, see 
section 2.2.).  However, only 60% of the net amount of dividends received from EEA 
countries or treaty countries are taxable ( see sections 1.5.1. and 1.5.2.).  

Resident individuals who directly  or indirectly  own 10% or more of the income rights (or 
voting rights) in a foreign entity established in a low -tax jurisdiction ( see below) and 
conducting principally passive investment activities are taxed in France on a pro  rata 
share of the income realized by the foreign entity whet her or not distributed. If  the 
entity is located in an NCST (see Corporate Taxation section 7.1.), the 10% participa tion 

requirement is always deemed to be met. On the contrary, income derived  from an 
entity  located  within  the European Union benefits  from a safe harbour clause. 
Accordingly,  a foreign-source passive income is not subject  to tax in France, unless the 
structure concerned is regarded as a wholly artificial  arrangement.  

As a general rule,  an entity  is located  in a low-tax jurisdiction  if  the effective  tax 

burden of the foreign entity  is half  or more lower  than the tax which would have been 
payable in France. If the entity is located in a tax jurisdiction with which France  has 
concluded a mutual  assistance clause, the resident  shareholder is taxed on actual  
income distributed or deemed distributed to him in the category of investment  income. 

In the absence of such clause, the resident shareholder is taxed on a  nominal basis 
determined  by reference  to his pro rata share in the foreign entityõs total  income,  
subject  to a minimum limitation.  Corporate income tax (or comparable taxes) paid by 
the foreign entity is deductible from income taxable in  France. 
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Income and capital  gains derived by a resident  from immovable property  located 

abroad are taxed under the normal domestic rules.  However, most tax treaties  provide 
that such income is exclusively taxed in the country where the property is  situated.  
Nevertheless, even if  the income is exempt,  it  is taken into  account in determining  the 
effective  income tax rate on the taxpayerõs other income (exemption with 
progression). 

Subject to tax treaty  provisions, capital  gains on foreign securities are subject  to tax at 
the same rates and under the same rules as capital  gains on French securities (see 

section 1.6.2.).  However, capital  gains from the sale of shares held in companies 
located in NCSTs (see Corporate Taxation section 7.1.) do not benefit from the  long- 
term gains regime ( see section 1.6.2.).  

6.1.2.  Foreign capital  

Residents are subject to net wealth tax on their worldwide property. Foreign net 
wealth tax on property situated abroad (and taxable in France) is creditable  against 
French tax, up to the amount of tax that would have been payable in France on  such 

property.  

6.1.3.  Double taxation  relief  

For the purpose of individual income tax, French tax law does not contain any  
unilat eral provisions for  the prevention  of double taxation  in the absence of a tax 
treaty.  However, taxes levied abroad in respect of certain  categories of income (e.g.  
business income) are deducted from the relevant income as ordinary expenses, so that  
French tax is levied on net amounts (articles 13 and 39 -1-4 of the  CGI). 

Franceõs treaties generally provide for two methods of double taxation relief, i.e.  the 
credit  method and the exemption  method,  depending on the nature of the income. 
Foreign source dividends, interest,  royalties,  directorsõ fees, professional income, and 
remuneration  received by artists  and sportsmen are taxed in France on their  gross 

amount (including foreign withholding taxes) with a credit for the foreign tax.  Where 
the exemption method applies, France generally applies the exemption with  
progression method.  

For a list of tax treaties concluded by France, see Corporate Taxation section 6.3.5.  

6.2.  Expatriate individuals  

6.2.1.  Inward expatriates  

Headquarters and logistics centres 

Guidelines issued by the tax authorities  provide that  expatriate  allowances paid to 
foreign employees temporarily assigned to the French headquarters or  logistics centres 
of multinational  groups may benefit  from a òsimplifiedó tax regime at the request 

of the headquarters or logistics centres.  The special treatment  is granted on a case-by-
case basis (BOI-SJ-RES-30-40-20120912). The tax regime is applicable  to special 
expatriate allowances paid to the expatriate which are classified and  treated  as 
follows:  

(1) Reimbursed expenses which are exempt in the hands of the recipient:  these 
include expenses of initial  òacquaintance tripsó for  the expatriate  and his spouse; 
real estate agentõs fees for finding rented accommodation; travel and moving 
expenses on arrival and departure; extra rent in case of temporary double  

residence; customs duties; car rental expenses on arrival and departure;  hotel  
expenses on arrival  and departure;  language course fees; tax consulting fees; 
expenses of emergency trips  to the home country;  expenses for  obtaining  a French 
driving licence; cost of converting the car to French technical standards and  car 
registration certificate; expenses related to safeguarding the dwelling  maintained  
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abroad and educational  expenses for  the children  or, if  they reside abroad, costs 

of an annual trip  for  a family  visit.  The reimbursed amounts are neither subject  
to the generalized social contribution  (see section 2.2.1.)  nor to the social security 
deficit contribution ( see section 2.2.2.).  

(2) Reimbursed expenses which are taxable in the hands of the recipient unless  the 
headquarters or logistics centres have elected to be taxed thereon at the  
corporate  income tax rate:  these include additional  expenses related  to the 
dwelling  of the employee in France; and additional taxes and social taxes ( see 
section 2.2.)  related to the stay in  France. 

(3) Other reimbursed expenses are taxable in the hands of the recipient.  

The application of the regime is subject to the condition that the assignment is  
temporary and does not exceed 6 years. Expatriates seconded to employers other  
than headquarters and logistics centers may also benefit from the exemptions listed in  
(1),  provided that their assignment is temporary and does not exceed 6  years. 

Additional remuneration regime  

Under the òadditionaló remuneration regime, taxpayers who become resident in 
France for  work purposes (impatriates ) are exempt from income tax on the inward 
expatriation  bonus (the  òadditionaló remuneration)  (article  155 B of the CGI). The 

inward expatriation bonus may notionally be valued at 30% of the total  remuneration.  
The exemption  period expires on 31 December of the fifth  year following  that  in which 
the taxpayer started his activity in France. The remuneration received in respect  of 
the activity performed abroad is fully exempt. However, the total exemption in  respect 
of the inward expatriation bonus and remuneration in respect of the  activity  abroad 

may not exceed 50% of the total  remuneration.  

In addition to the above exemption on remuneration, the taxpayer benefits from  an 
exemption  of half  of his foreign-source investment  income, i.e.  interest  and dividends 
paid by a non-resident person, income from copyright and industrial property  rights 

paid by a non-resident  person, and capital  gains on the disposal of securities held 
abroad. 

The regime is available for the following qualifyin g taxpayers: 

ð employees working in an international group of companies, who were not  resident  
in France at any time within the preceding 5 -year period;  

ð non-residents directly  recruited  by a company established in France, who were not 
resident in France at any time within the preceding 5 -year period;  and 

ð non-salaried, self -employed workers who meet certain conditions (i.e. who  carry 
out certain  qualifying  activities  requiring  special skills,  or who invest in small or 
medium-sized companies for  a minimum amount of EUR 1.3 million  and who under- 
take to keep their shares for at least 5 years), who were not resident in France  at 
any time within the preceding 5 -year period and who have become resident  in 
France no later than 31 December  2011. 

Individuals who qualify  for  both the headquarters and logistics centres regime and the 
additional remuneration regime must choose between them. This election cannot  be 
revoked. 

6.2.2.  Outward expatriates  

Secondment 

A number of relief  provisions apply to residents who are seconded abroad by their  
French employers but  who keep their  tax residence in France (article  81 A of the CGI). 

These measures apply to French residents, whether or not they are French  nationals 
and provided that  the remuneration  is borne by a French employer or by one of its 
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foreign subsidiaries or permanent establishments, or by an employer established in  an 

EEA country. Note that frontier workers are excluded from the  regime.  

The relief may take one of two forms (tax treaties may provide  otherwise):  

ð the remuneration related to services performed abroad is exempt in France,  pro- 
vided that it is subject to a tax at least equal to two thirds of the tax which  would 
have been payable in France; or 

ð the remuneration related to services performed abroad is exempt in France,  even 
if it also exempt in the other state, provided that the assignment abroad  exceeds 
183 days (120 days for  commercial  prospects) during a consecutive 12-month 
period and is related to construction work, installation and start -up of industrial  
units (including  prospects and engineering) or exploration  and extraction  of natural  
resources. The tax authorities may extend the relief, on a case -by-case basis, to  
certain activities, such as market  prospecting.  

If  the taxpayer may not benefit  from either  of the above exemptions,  he may still  
benefit from an exemption of supplementary expatriation allowances, provided  that  
these are justified  for  work purposes, are proportional  to the length of the stay and are 
fixed  before the departure.  Employees who are not seconded abroad by their  employers 

but undertake frequent assignments for short periods may also benefit from  this latter  
regime.  

Nevertheless, the foreign -source income exempt under any of the above provisions  is 
taken into  account in determining  the effective  income tax rate  on the taxpayerõs 
other income (exemption with  progression). 

Exit tax 

Taxpayers who become resident  in another country  after  having been resident  in 
France for at least 6 of the previous 10 years and who hold substantial  shareholdings 
(i.e.  a shareholding entitling  the shareholder to receive at least 50% of the companyõs 
profits,  or a shareholding whose value exceeds EUR 800,000) are, upon departure,  
liable for the income tax and social taxes ( see section 2.2.) on the unrealized  capital  

gains (òexit taxó) (article 167 bis of the CGI). 

If  the taxpayer becomes a resident  of an EU Member State,  Norway or Iceland,  the exit  
tax is not levied at the time  of the transfer  of residence but  at the time  of the disposal 
of the shares. The same applies if  the taxpayer becomes a resident  in another (non-EU) 

state, provided that the taxpayer fulfils certain conditions (e.g. the appointment of  a 
tax representative).  

The exit  tax is refunded if  the taxpayer becomes resident  in France again and still  
holds the shares, or if  the shares have not been disposed of after  15 years from the 
date of transfer of  residence. 

The tax paid is credited against the capital gains tax effectively payable at the  time  
the shares are actually disposed of.  

6.3.  Non-resident  individuals  

6.3.1.  Taxes on income and capital  gains 

Non-residents are subject  to French income tax with  respect to French-source income, 
i.e. income derived from rights, assets or activities located in France, or income  paid 

by a French resident. The different types of French -source income are listed by  the 
law.  

The general rule is that  a non-resident  is taxed exclusively on his French-source 
income according to the same income tax rates as residents.  However, the rate  of 
taxation may not be less than 20% (14.4% for income from overseas departments) of 
the income, unless the non-resident taxpayer proves that the overall rate of  French 
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income tax on his worldwide income would be lower than 20% (14.4% for income  from 

overseas departments),  in which case his tax liability  in France is reduced accordingly.  

In principle,  non-residents who are taxed on their  actual  French-source income are 
assessed according to the same rules as residents.  The taxpayer is, therefore,  entitled  
to the family coefficient ( see section 1.9.1.2.) and the income -specific tax  benefits  
(see sections 1.3. to  1.6.).  In addition,  expenses incurred  in acquiring and maintaining  

French-source income are generally deductible.  

Before 1 January 2016, a distinction had to be made depending on whether or not  the 
non-resident taxpayer had a dwelling at his permanent disposal in France. If the  non- 
resident taxpayer had one or more dwellings in France, he was taxed on a deemed 
income equal to three  times the annual rental  value of his residence(s), unless the tax- 

payerõs actual  French-source income exceeded this deemed income. In the latter  case, 
the taxpayer was subject  to tax on the basis of his actual  income. This minimum lump 
taxation was considered as contrary to EU law and has therefore been abolished  with  
effect from 1 January  2016. 

6.3.1.1.  Employment income 

Employment income, including pensions and life annuities, paid to a non -resident  is 
subject  to withholding  tax at progressive rates (article  182 A of the CGI). For 201, the 
rates are:  

 

Annual income (EUR) Rate (%) 

Up to  13 170  0 

13 170 ð 38 214 12 

Over  38 214 20 

The income to be taken into  account is the annual salary after  deduction  of social 

security contributions and the 10% income tax  allowance.  

The withholding tax computed on that part of the income which does not exceed  EUR 
41,909 is a final tax if the employment income is received by a non -resident  French 

national  or by a resident  of a country  with  which France has concluded a tax treaty  
with  a non-discrimination  clause. The 20% withholding  tax on the portion  of income 
exceeding EUR 41,909 is not final;  it  may be credited  against the final  tax liability.  Any 
excess is taken into account when assessing the taxpayerõs liability to income tax the 
following  year. 

Frontier  workers may not enjoy the benefit  of the special provisions for  expatriates  
outlined in section 6.2.1. However, residents of Belgium, Germany, Italy, Spain and 
Switzerland (except  the Canton of Geneva) working in France are exempt from French 
withholding tax on their salary pursuant to the applicable tax  treaties.  

6.3.1.2.  Business and professional income 

Business and professional income earned by non-residents is subject to income tax  at 
the ordinary progressive rates ( see section 1.9.1.). In treaty situation such income  is 

only taxable  if  the non-resident  has a fixed  base in France to which the income is 
attributable.  

Subject to treaty provisions, professional income paid to a non -resident by a  resident 
debtor is subject to a withholding tax of 33 1/3% on gross income (article 182 B of  the 
CGI). If,  however, the non-resident  is located  in an NCST (see Corporate Taxation 
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section 7.1.),  the rate  is increased to 75%. The tax is creditable  against the taxpayerõs 

final income tax  liability.  

6.3.1.3.  Investment  income 

Dividends 

Dividends and other corporate distributions to non -resident individuals are  generally 
subject  to a final  withholding  tax of 12,8 % (article  187of the CGI).  

Dividends paid to a resident  of an NCST (see Corporate Taxation section 7.1.)  are 

subject to a final withholding tax at a rate of  75%. 

Interest  

In general, no withholding tax is levied on interest paid to non -resident  individuals.  

However, interest  paid to an individual  resident  in an NCST (see Corporate Taxation 
section 7.1.)  remains subject  to a final  withholding  tax at a rate  of 75%, unless the tax- 
payer proves that  the payment is not motivated  by tax avoidance (article  125 A of the 
CGI). 

Royalties 

A withholding  tax applies on the gross amount of royalties  if  the non-resident  recipient  
does not have a fixed  base in France. The general rate  is 33 1/3%, unless a treaty  pro- 
vides for  a lower  rate  (see Corporate Taxation section 6.3.5.).  The rate  is increased to 
75% if the royalties are paid to a resident of an NCST. These withholding taxes are  not 
final,  and may be credited  against the individual  income tax due on the royalties  (arti cle 
182 B of the CGI). 

Income from immovable property 

Subject to double tax treaty  provisions, immovable and movable property  income paid 
to a non-resident  is taxable  in France in the same manner as for  residents (see section 
1.5.4.). The social taxes ( see section 2.2.) also apply at a global rate of  17.2%. 

6.3.1.4.  Capital  gains 

From 1 January 2015, capital gains realized by non -residents from the sale of 
immovable property (or shares in unquoted entities whose assets consist of immovable  
property  for  50% or more) located  in France are subject  to income tax at a flat  rate  of 

19% (previously 33.33% for non-EEA residents), irrespective of the country of residence 
of the seller.  In addition,  such real estate capital  gains are subject  to the 17.2% social 
taxes (see section 2.2.). Non -residents may benefit from the allowances and  
exemptions applicable to residents, with some exceptions (article 244 bis A of the  

CGI). 

Capital gains realized by non-residents from the sale of shares in French companies are 
generally exempt (article 244 bis C of the  CGI). 

However, capital  gains derived by a non-resident  shareholder from the sale of shares in 

a substantially owned resident company (i.e. where the shareholder directly or  
indi rectly ð through relatives ð holds or has held at any time during the preceding  5-
year period 25% or more of the rights in the companyõs profits) are subject to a final 
with - holding tax at a rate  of 12,8 %. However, where the 12,8% withholding  tax 
exceeds the amount of tax payable in France on the taxpayerõs French-source income 

when applying the progressive rate system, the taxpayer may request the excess to be  
refunded.  The rate  is increased to 75% if  the capital  gain is realized by a resident  of 
an NCST, regardless of the level of participation (article 244 bis B of the  CGI). 

Tax treaties may provide for  exemptions.  

6.3.2.  Taxes on capital  
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Non-residents may be subject to net estate tax on French-located property owned  by 
them on 1 January of every tax year (see section 4.1.).  However, certain  financial  
investments are exempt (e.g. bank deposits, bonds and portfolio shareholding).  The 
exemption does not apply to shares held in legal entities  whose assets are composed 
for  50% or more of immovable property,  and rights in immovable property  held through 
an interposed entity  in which the non-resident  taxpayer holds a participation  of 50% or 

more.  

6.3.3.  Inheritance and gift  taxes 

If  the deceased (or donor) was (is) a resident  of France, inheritance  (gift)  tax is levied 
on the worldwide movable and immovable property transferred to the beneficiary  (or 
donee), whether the beneficiary (or donee) is a resident of France or  not.  

If the deceased (or donor) was (is) not a resident of  France: 

ð where the beneficiary  (or donee) is a resident  of France at the date of the transfer  
and was a resident  of France for  at least 6 of the previous 10 years, the inheritance  
(gift) tax is due on the worldwide movable and immovable property transferred  to 
the beneficiary (or donee);  and 

ð where the beneficiary  (or donee) is not a resident  of France, or is a resident  of 
France at the date of the transfer  but  was not a resident  of France for  at least 6 of 
the previous 10 years, the inheritance (gift) tax is due on the property located  in 
France (i.e. movable and immovable property located in France, securities  issued 
by French residents and French assets of a trust) transferred to the beneficiary  (or 
donee). Where immovable property  located  in France and/or  rights related  thereto  
represent more than 50% of the assets of a foreign company, the inheritance  or 
donation of shares in such a foreign company is taxable  in France (to  the extent  of 
the proportion of the immovable property  located in France in the total assets  of 
the company). 

For more details, see section 5. 

6.3.4.  Administration  

The taxation  of non-residents takes place by assessment, unless a final  withholding  tax 
applies. Where taxation  by assessment applies, non-residents must file  a tax return  by 
variable dates depending on the country of residence. They may also be requested  to 
appoint a tax  representative.  
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LEGAL, SOCIAL, ACCOUNTING & TAX OBLIGATIONS IN FRANCE 
 

1.  Legal Aspects 
 
Except for certain specific and sensitive regulated activities, foreign investments are in 
principle not subject to administrative restrictions in France.  

 
Depending on the activities performed, on the development strategy in France and on 
the degree of independence desired, investors have the cho ice to register different 
types of entities, for a temporary or permanent duration.  
 

1.1.  Liaison office (representation without commercial activities)  
 
When the activity to be performed in France is not commercial, a foreign company may 
decide to be represente d through a local liaison or representative office.  

 
Liaison offices may only carry on non -commercial operations, such as prospecting, 
advertising, providing information, storing products stocks, or other operations of a 
preparatory or auxiliary nature. Th ey are not separate legal entities. Invoices must be 
issued by the foreign company, which is the only entitled to sign any contracts.  

 
While liaison offices must pay certain local taxes and social security contributions, they 
are not subject to corporate t ax or VAT since they are not considered to be permanent 
establishments.  
 
If, commercial activities are performed, in particular where an employee signs contracts 
on behalf of the foreign company, or fulfills a complete manufacturing cycle, or acts as 
a fixed place of business through which the company conducts all or part of its trade, 
the liaison office may be reclassified as a permanent establishment.  

 
Where the liaison office has employees registered with the French social security 
system, a registrat ion has to be made with the URSSAF (Social Security and Family 
Allowance Contribution Collection Of fice) of the Bas -Rhin òdépartementó. If not, a 
declaration has to be made with the local corporate tax office.  

 
Registering a liaison office with the Register of Trade and Companies is in principle not 
required. However, it can be necessary in practice (notably to open a bank accounté) 
to register the liaison office as a branch with the Register of Trade and Companies. In 
this case, the procedure for th e registration of a branch applies.  

 

1.2.  Branch or subsidiary 
 
Foreign companies considering to carry on commercial operations in France have to 
elect between establishing a secondary place of business through a branch, or a distinct 
and autonomous company through a subsidiary. 

1.2.1.  Branch 
 
A simple and less constraining way to do commercial business in France is to establish a 
branch. 
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A branch does not have legal personality in France. It only constitutes a permanent 
secondary establishment in France of the foreign company. There is no limitation of 
liabilities between the French branch and the foreign company. Thus, the foreign 
company may be liable for all debts, commitments and activity conducted by the French 
branch and may be sued within the jurisdiction  of the French Courts.  
 
The foreign company is subject to foreign law for the most part in terms of internal 
operations (e.g. execution of deeds, corporate authority, and appointment  of 
representativesé). 
 
Notwithstanding the above, for some tax, labour an d social security matters, French 
law will apply to the branch.  
 
The French branch must use the same registered name as the foreign company and its 
activities must come within the corporate object of the foreign company.  
 
All commercial or advertising documents, orders, tariffs and invoices of the branch shall 
include both branch and foreign companyõs legal information (companyõs registered 
name, corporate form, address of registered office and foreign registration number, as 
well as the registration nu mber in France of the branch, the branchõs address and its 
French registered number (òRCSó) at its local Register of Trade and Companies). 
 
A branch must be registered with the Register of Trade and Companies.  
 
In terms of compliance, the branch is subject  to the same taxation rules and obligations 
than a company. In particular, it has to file corporate income tax returns reporting the 
income earned in France. It also has to file VAT returns and local tax returns.  
 
However, from an accounting standpoint, it  does not have to issue financial statements. 
As for legal compliance, no management report or shareholder(s)õ decisions are 
required.  
 
Any modification affecting branchõs or foreign companyõs legal information shall be 
published on the Register of Trade a nd Companies in France. The accounts of the foreign 
company, translated into French, should be filed every year with the Register of Trade 
and Companies (if the company is compelled to publish audited accounts in its own 
country).  

 

1.2.2.  Subsidiary 
 
The setting up of a French subsidiary permits to carry on commercial activities in France 
with a legal entity having a full and distinct legal personality from the parent company.  
 
This creates a separation between the French and the foreign entity, each of them 
having its proper assets and liabilities.  
 
 
 
A subsidiary can enter into its proper agreements of whatever nature. It can also apply 
for government support as the case may be.  
 
If a limited liability form of company is chosen, the liability of the shareholders is in 
principle limited to the extent of their contribution in the share capital, except if they 
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have personally guaranteed the companyõs debts, or if they have acted as a manager in 
fact.  
 
The limited liability companies most commonly used in France are t he òSoci®t® ¨ 
Responsabilit® Limit®eó (òSARLó), the òSoci®t® par Actions Simplifi®eó (òSASó), and the 
òSoci®t® Anonymeó (òSAó). 
 
SARLs and SASs can be formed with at least one shareholder, whereas at least two 
shareholders are required for a SA (seven if it intends to make a public offering), which 
is the most sophisticated type of French company, and sole one able to make a public 
offering.  
 
SARLs and SASs are well suited for foreign companies wishing to maintain 100% control 
of their French subsidiary.  
 
The main characteristics of the three main types of limited liability companies are 
summarized in the table below:  

 

 Société à 
responsabilité 
limitée (SARL) 

Société par actions 
simplifiée (SAS) 

Société anonyme 
(SA) 

Main advantages Easy to set up and 
operate.  
 

Freedom to organize 
in the by -laws 
arrangements for 
relations between 
shareholders, 
management 
body(ies), 
organization and 
transfer of shares.  
 

Public issuance of 
shares allowed. 

Number of 
shareholders  

One or more, being 
individuals or 
companies. 

One or more, being 
individuals or 
companies. 

At least two, being 
individuals or 
companies. 
 
At least seven, 
being individuals or 
companies if the 
company intends to 
make a public 
offering.  

Share capital û1 minimum. 
 
At least 20% to be 
paid when the 
company is founded 
and the balance 
over five years.  

û1 minimum. 
 
At least 50% to be 
paid when the 
company is founded 
and the balance 
over five years.  

û37,000 minimum. 
 
At least 50% to be 
paid when the 
company is founded 
and the balance 
over five years.  
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 Société à 
responsabilité 
limitée (SARL) 

Société par actions 
simplifiée (SAS) 

Société anonyme 
(SA) 

Management 
body(ies) of the 
company 

One or more 
directors 
(ògérantsó) who 
must be individuals.  
 
The director(s) 
is(are) not 
necessarily 
shareholder(s) of 
the SARL. 
 

One President 
(òPrésidentó). The 
President may be an 
individual or a 
company. 
 
The President is not 
necessarily a 
shareholder of the 
SAS. 
 
Possible to have 
others entities as a 
board of directors or 
managing directors 
(òDirecteur 
Généraló). 

The Company is 
governed: 
either by a board of 
directors including 3 
to 18 members. The 
Chairman of the 
board of directors is 
appointed by the 
board among its 
members, being 
specified that a 
General Manager 
may also be 
appointed 
(optional), or,  
by a Supervisory 
board (composed 
from 3 to 18 
members) and a 
Directorate, 
responsible for the 
management of the 
SA. There can be no 
more than five 
members of the 
Directorate, being 
individuals 
shareholders or not 
(except where the 
shares of the SA are 
listed on a stock 
exchange). When 
the share capital 
amount is lower than 
150.000 û, the 
Directory can be 
formed with one s ole 
individual.  
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 Société à 
responsabilité 
limitée (SARL) 

Société par actions 
simplifiée (SAS) 

Société anonyme 
(SA) 

Statutory 
auditor  

Statutory auditor is 
required if the 
company exceeds 
two of the three 
following 
thresholds: 
total balance sheet 
over û1,550,000 
net turnover over 
û3,100,000 
more than 50 
employees. 

Statutory auditor is 
required:  
if the company 
controls one or 
more companies, or 
if it is controlled by 
one or several 
companies; or 
if the company 
exceeds two of the 
following three 
thresholds: 
total balance sheet 
over û1,000,000 
net turnover over 
û2,000,000 
more than 20 
employees. 
 

Statutory auditor is 
required.  

Contributions  Cash contribution, 
in-kind contribution 
and contribution of 
technical knowledge 
and services 
permitted.  

Cash contribution, 
in-kind contribution 
and contribution of 
technical knowledge 
and services 
permitted.  

Cash contribution 
and in-kind 
contribution and 
permitted.  
 
Contribution of 
technical knowledge 
and services not 
permitted.  
 

Liability of 
shareholders 

Limited to 
contributions.  

Limited to 
contributions.  

Limited to 
contributions.  
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 Société à 
responsabilité 
limitée (SARL) 

Société par actions 
simplifiée (SAS) 

Société anonyme 
(SA) 

Shareholdersõ 
collective  
decisions 

The commercial 
Code sets out 
specific 
quorum/majority 
rules for certain 
decisions, and 
occasionally allows 
that different rules 
may be fixed in the 
bylaws. 

The bylaws may 
freely fix the 
decision-making 
process. 
 
However, some 
decisions such as 
increase or decrease 
in capital, merger, 
conversion into 
another corporate 
form necessarily 
have to be taken by 
the shareholders.  
 

The commercial 
Code sets out 
specific 
quorum/majority 
rules for certain 
decisions, and 
occasionally allows 
that different rule s 
may be fixed in the 
bylaws. 
 
Shareholdersõ 
decisions are either 
considered as 
extraordinary 
(mainly relating to 
the amendment of 
the bylaws) or as 
ordinary.  

Form of 
shareholdersõ 
decisions 
 
 
 
 
 
 

- General meeting 
 
 
 
 
If by-laws authorize 
it  :  
- Postal vote 
- Unanimous consent 
- Videoconferencing 
 
General meeting 
mandatory for the 
approval of the 
annual accounts 
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 Société à 
responsabilité 
limitée (SARL) 

Société par actions 
simplifiée (SAS) 

Société anonyme 
(SA) 

Transfer of 
shares 

Share transfer 
agreement and 
update of the 
bylaws required.  
 
Filing formalities 
with the Trade and 
Companies Register 
 
Subject to 
registration fees 
amounting to 3% of 
the price for the 
buyer. Equal 
deduction for each 
share, to the ratio 
between û23,000 
and the total 
number of the share 
of the company.  
 
The registration 
fees do not have to 
be paid if the sale 
occurs between 
companies 
belonging to the 
same group of 
companies. 
 

Share transfer order 
transfer form and 
record on the share 
transfer register and 
individual 
shareholders 
account required.  
 
Registration fees 
amounting to 0.1% 
of the price for the 
buyer.  
 
 
 
 
 
 
 
 
The registration 
fees do not have to 
be paid if the sale 
occurs between 
companies 
belonging to the 
same group of 
companies. 
 

Share transfer order 
transfer form and 
record on the share 
transfer register and 
individual 
shareholders 
account required.  
 
Registration fees 
amounting to 0.1% 
of the price for the 
buyer.  
 
 
 
 
 
 
 
 
The registration 
fees do not have to 
be paid if the sale 
occurs between 
companies 
belonging to the 
same group of 
companies. 
 

 
 

1.3.  Declaration of beneficial owner  

 
As from 1st August 2017, the filing of a declaration of beneficial owner with the Trade 
and Companies Register is required for the incorporation of companies or branches.  
 
Pursuant a template provided by registers, legal representatives of the company or of 
the branch have to provide information about the natural persons owning more than 
25 % of the capital, 25  % of the voting rights or who exercises any other means of power 
of control over the management board, administration, management of the company or 
annual general meeting of shareholders. If any can be identified, the declaration has to 
provide information about the legal representative of the company or of the branch.  
 
Companies or branches already incorporated have until 1 st April 2018 to comply with 
this law.  
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2.  Labour Law 
 
France has labour laws designed to both protect the interests of employees and match 
the economic priorities of business. Labour relations are governed by the Labo ur Code 
and by industry -specific collective bargaining agreements that reflect the practices of 
each sector.  
 

2.1.  Employment contracts  
 
There are two types of contracts: permanent contracts and fixed -term cont racts.  
A fixed-term contract may only be used to hire an employee to perform a precise and 
temporary task in factual circumstances strictly defined by law:  
 

- To replace an employee who is temporarily absent or whose contract is 
temporarily suspended;  

- To temporarily replace an employee whose position is being eliminated;  
- To temporarily fill a vacant job position while awaiting the arrival of a new 

employee under permanent contract;  
- To deal with a temporary increase of business activity;  
- To hire for seasonal work or in business sectors in which fixed -term contracts 

are standard practice.  
 
The contract may provide for a trial period which gives employers a chance to evaluate 
an employeeõs skills and gives the employee a chance to assess if the position suits 
him/her.  

 

2.2.  Collective agreements  
 

Collective agreements are negotiated by trade unions. Parties are free to replace 
certain legislative and regulatory measures by collective agreements as long as these 
agreements do not contravene the law. Such agreements include:  
 

- Interprofessional agreements reached at national level to ensure a cohesive 
overall system ;  

- Industry specific agreements covering a given profession ;  
- Company or establishment agreements reflecting specific features of a company 

and its employees.  
 

In companies where no union representative is designated, a collective agreement may 
be negotiated by an employee, a member of economic and social committee (the new 
workõs council). 
 
Normally, a company agreement cannot derogate to collective bargaining agreement; 
but a next act (September the 22 nd) now allows a company to reach an agreement less 
favorable for employees, on specifics matters (working time, or ganisation of working 
time...)   
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2.3.  The relationship between the employer and the employee  
 
ü Are there any restrictions or limitations on working hours?  

The typical workweek is 35 hours under French law. These hours serve as the basic 
reference, beyond which overtime is calculated.  
 
Overtime hours are paid 25% increase for the first eight hours and then 50% thereafter. 
A collective agreement may provide for a lower rate, but it may not be less than 10%. 
The payment of overtime can be substituted by time off if this arrangement is provided 
for in a collective agreement.  

 
However, the 35-hour week does not apply to òtop level managersó who sign with their 
employers a flat -rate agreement , if this possibility is provided for a collective 
agreement.  They are governed by other provisions of the French Labo ur Code governing 
work hours. This specific regime is only applicable to employees:  
 

- Performing duties involving important management duties, key trade or 
consulting missions, with significant auton omy and independence regarding their 
working time organization ;  

- Classified as Executive (within the meaning of òCadreó). 
  
Note that the employer has to implement a number of guarantees regarding working 
time and the employeeõs health and safety in order to ensure the workload remains 
reasonable in compliance with French legal rules (counting of the working days and rest 
days, tracking of rest period, annual meetings with the employeeé). 
 
Employers must respect the daily 11 -hour rest periods, weekly 24 -hour rest periods in 
addition to the daily rest period, paid leave and unworked days in the company.  
 
ü Is there any legislation establishing the right to annual vacation and holidays?  

 
For individuals working the typical five -day week during a full reference  year, they will 
benefit from 25 working days for annual vacation.  
 
ü Is there any legislation regarding a minimum wage?  

 
The monthly minimum wage (known as òSMICó) in France is adjusted annually and 
applies from January 1 st to December 31st of each year.  
 
For the period from January 1 st, 2017 to December 31st 2017, an employee cannot be 
remunerated below 1  480,27 euros gross per month, which amounts to 9, 76 euros gross 
per hour.   
 
ü In what circumstances may an employee take a leave of absence?  

An employeeõs absence as a result of illness is usually a reason to suspend the 
employment contract. The salary of the employee is paid by the employer on the social 
security system.  
 
There is no maximum duration for such an absence. But an employeeõs lengthy illness 
disturbing the normal functioning of the company might be  a valid cause for termination 
of the workerõs employment contract. if the employer can prove the need to provide 
for this position permanently  ». 
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2.4.  The termination of permanent employment contracts  

 

 
Contractual 
termination 
(mutual 
consent) 
 

 
Flexible procedure whereby an employer and employee can mutually 
agree to negotiate an amicable termination to a permanent 
employment contract.  

At least one interview is required to enable both the employer and 
the employee to agree upon the termination and to determine the 
accompanying conditions. 
The employer and employee sign an agreement in writing, setting out 
the termination date and conditions including the payment due to the 
employee.  
The employer and employee then have 15 calendar days during which 
they can withdraw their consent.  
The agreement must then be approved by the employment authorities 
within 15 working days, subject to the local unit checking that the 
procedure has been carried out correctly and that both parties have 
given their consent, as well as the amount of severance pay rec eived 
by the employee from the employer.  

 
Layoff 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Dismissal for 
individual 
reasons 
 
 
 
 
 
 
 
 
 
Dismissal for 
economic 
reasons 
 
 

 
An employer must have a real and serious cause to terminate the 
employment agreement and must comply with all applicable dismissal 
procedures.  
 
Note that the employer must pay the dismissed employee a minimum 
legal severance pay, provided that th e employee has been employed 
at least 8 months by the company. This severance pay is paid whether 
the grounds for dismissal are personal or economic (except for serious 
misconduct). The  legal severance pay is equal to a quarter of monthõs 
salary for each year of service, up to 10 years of service; then on third 
of monthõs salary per each year of service longer than 10 years. The 
collective bargaining agreement may provide for higher severance in 
lieu of the legal requirement.  
 

Personal dismissal procedures can be initiated for objective facts 
which are imputable to the employee, such as misconduct or 
negligence, professional incompetence and absenteeism or prolonged 
medical leave having negative effects on the business.  
 
The employer has to comply with a specif ic procedure :  
 
A warning is often issued before initiating the dismissal procedure.  
The employee must be given an opportunity to provide explanations 
at a preliminary interview, before the dismissal becomes effective.  
The employer must also comply with the notice period to which the 
employee is entitled by law or the relevant collective agreement.  

 
Dismissals for economic reasons arise from job cutbacks or changes, 
or when an employee rejects a modification to a key component in 
their employment contract in the wake of financial difficulties; 
technological changes; restructuring to protect the compan yõs 
competitiveness or closure of the business.  
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Dismissal for 
economic 
reasons 
 
 

The procedure depends on the number of employees to be dismissed 
as well as on the number of employees in the company.  
 
In practice, the employer has to comply with a very specific legal 
procedure and to ob serve strict conditions pertaining to:  
the proposal of a specific agreement (òCSPó or òcongé de 
reclassementó) ; 
a dismissal order ; 
the convocation of the concerned empl oyees to a preliminary 
meeting;  
a written notification of the dismissal in case of ref usal of the specific 
agreement;  
the information of the competent administrative authority ;  
The compliance with a notice period (except in case of an acceptation 
of the agreement).  
 
Note that there are special rules when the employer decides to lay 
off 10  or more employees for economic reasons in any given 30-day 
period.  

 

2.5.  The employee representatives  

 
A new act replaces the workõs council by the economic and social committee. Under 
French law, companies must implement this committee as soon as they employ 11 or 
more employees for 12 months.  
 
Each union may also appoint one delegate in companies which employ 50 employees or  
more, if it is representative (an union is representative if it collects  10 % of the votes 
for economic et social committee ).  
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3.  Statutory Audit  

3.1.  Conditions for statutory audit  

 
There are many exceptions regarding auditorõs nomination in France. 
 
The most common situations for appointment (depending on the legal form of the 
company) are: 
 

Legal Form Mandatory 
Conditions / Threshold* (2 out of 3) 

for nomination  

SA YES   

SARL NO 

Total balance sheet > 1.550.000 

Total revenue > 3.100.000 

Employees >50 

SAS NO 

Total balance sheet > 1.000.000 

Total revenue > 2.000.000 

Employees >20 

  

Mother company or subsidiary(**) 

 
(*) If the company meets 2 of the 3 conditions  

(**) no matter if the thresholds are met; mandatory if the SAS is a holding company or 

is controlled (subsidiary).  

 

3.2.  Nomination  

 
In France you have to nominate a statutory auditor.  
The statutory auditor is  nominated for a 6 years period in the companyõs charter or 
during a General Meeting.  
 
As proposed auditor, we have to send to the company our letter of acceptance with 
appropriate certifications.  
 
In France, lawyers usually prepare the charter or the General meeting minutes.  
 

3.3.  Resignation 
 
In France statutory auditors are appointed for a fix period of 6 years.  
 
Regulations for auditorõs resignation are very strict. Resignation for personal grounds or 
for change of group auditor is not possible. Few reasons that can be valid for 
resignation:  

- Loss of independence 
- Loss of confidence 
- Unpaid fees 
- Incapability to realize the audit  in good conditions for reason such as level of fees, 

skills of the audit team  
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In case the resignation is likely to prejudice the company, it exposes the statutory 
auditor to civil liability.  

 

3.4.  Legal Hours & Budget 
 
In France there is no obligation in terms of fees per hour  but we have to respect an 
official budget of hours per audit.  
 
The time to spend depends on the total of revenue and balance sheet. In case we decide 
not to respect this budget, we have to ask for some derogation to our regulator.  
 

3.5.  Joint Audit  

 

It is mandatory in France for listed companies or when consolidated accounts are 
mandatory.  

Consolidated accounts are mandatory for:  

- Listed companies 

- Or companies that exceed the thresholds (2 of them):  

o Total revenue 30Mû (up to 48Mû in July 2016) 

o Total assets 15Mû (up to 24Mû in July 2016) 

o Employees > 250 

 

Even if the thresholds are met, consolidated accounts (and therefore joint audit) are 
not mandatory in case the company is consolidated in another company (French or 
international) that prepares and publis hes consolidated accounts. 

Joint auditor normally split the scope of work 50/50 or 60/40. A non -balanced spread 
of fees and work is normally prohibited.  

It is legally possible to nominate two statutory auditors even if not requested by law.  

 It is very rar e because it leads to higher fees.  

 

4.  Accounting and Tax compliance obligations 

The Commercial Code and the General Tax Code require French incorporated companies 
to keep bookkeeping and to prepare and submit the annual Tax declaration (CIT return). 
The application of these obligations varies according to the activity and size of the 
company. 

4.1.  General accounting principles  

 
Accounting requirements are set out in the Commercial Code.  
 
According to Article L 123 -12 of the Commercial Code, French legal entiti es must: 
 
ü Proceed to a chronological recording of transactions affecting the company's 

assets. Mandatory books trace these records, in support of documents, vouchers 
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and invoices 

ü Control the existence and value of the assets and liabilities of the assets t hrough 
an inventory at least every 12 months.  

ü Draw up annual accounts at the end of the financial year (the balance sheet, the 
income statement and the foot notes and disclosures said òthe annexeó). 

 

4.1.1.  Mandatory accounting books 

Mandatory accounting books include:  

ü The journal -book 

ü The general ledger,  

ü The inventory book  

 

Each entry is supported by a voucher (invoices, bank statements, pay slips, etc.)  

For fiscal years beginning after January 1 st 2016, the obligation to keep the inventory 
book shall be delete d (C.Com.R.R 123-173). However, the inventory as a control process 
remains mandatory and its data must be retained.  
 

4.1.2.  Documentation detailing the accounting procedures  

According to articles 410 -2 of the Accounting Codes and R123-172 of the Commercial 
Codes, documentation describing the accounting procedures must be set up by the 
companies in order to understand the system used (especially in case of an audit). The 
documentation should be kept as long as the accounting documents linked to it are 
required to b e. 
 
Not presenting this document when necessary in understanding the processing system 
for the accounting is equated to a refusal to disclose information.  

4.1.3.  Annual accounts 

Three summary documents are compulsory at the end of the financial year:  

ü The balance sheet 

ü The income statement  

ü The footnotes and disclosures (the annexe)  

 

For micro-enterprises within the meaning of the General Tax Code (turnover less than 
û 33,200 for service providers and û 82,800 for sales of goods), the annual accounts are 
not compul sory. 

Furthermore, Article L 123-16-1 of the commercial code  specifies that micro -enterprises 
within the meaning of the Commercial Code are exempted from drawing up notes to 
the annual accounts.  

 

Micro-enterprises within the meaning of the Commercial Code,  enterprises that do not 
exceed 2 of the 3 following thresholds for the most recently completed financial year:  

ü Balance sheet total: û 350,000 

ü Amount of turnover excluding taxes: û 700,000 

ü Average number of employees employed during the year: 10 employees.  
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4.2.  Filing at the Registry of the Commercial Court  

4.2.1.  General Case 

Certain legal companies (SA, SCA, SAS, SARL and EURL) are also obliged to deliver 
certain documents to the Registry of the Commercial Court of their registered office 
within one month from the date of issue, (2 months if filed electronically).  

The documents to be submitted are the individual and consolidated annual accounts, 
the management report  (only listed companies) , the auditor's report and the proposal 
to allocate the result within the ann ual general meeting (AGM) and the resolution voted.  

4.2.2.  Micro-enterprises  

Article 5 of the Ordinance of February 1 st 2014 (article L 123 -25 of French commercial 
Code) specifies that micro -enterprises (under legal commercial entities form) within 
the meaning of  the Commercial Code must continue to file their annual accounts with 
the Registry. They may nevertheless declare that the annual accounts they file will not 
be made public.  

4.2.3.  Small entities  
 
According to the Decree 2014-136 of February 17th (article D 123-200 of the French 
commercial Code), small businesses are those not exceeding in respect of the last 
financial year ended, two of the three following thresholds:  
 
ü Net turnover: û 8,000,000 

 
ü Balance sheet total: û 4,000,000, 

 
ü Average number of employees during the financial year: 50 employees.  

 
The order of January 30th 2014-86(article 6) already allows them from the financial 
statements at December 31st 2013 and filed on April 1st 2014 to adopt a simplified 
presentation of their annual accounts . 
Now, small businesses can also ask to the registry of the commercial court that their 
income statement is not made public (Macron Act of 6 August 2015, Article 213 -III).  

 
4.2.4.  Retention Period  
 
From a tax perspective, the books, records and supporting documents of accounts shall 
be kept for 6 years from the date of the last transaction mentioned on the books or 
records or the date on which the documents have been established.  
 
The Commercial Code (Article L 123-22), holds a period of 10 years.  
 

4.3.  The General Chart of Accounts ( PCG) and the book entries  
 
Every entity or businesses must maintain their accounting entries in French language in 
the journals in accordance with the French chart accounts of PCG.  
 
The annual accounts must be prepared in accordance with standards set by the General 
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Accounting Plan (PCG) approved by Ministerial Decree of 09/08/2014, pursuant to 
Articles L. 123-12 to L.123-28 and R. 123-172 to R. 123-208 of the commercial code.  
 
The accounting policies are applied consistently with t he basic assumptions: 

ü The going concern of the activity (continuity of the activity)  

ü Consistency of accounting methods from one year to another  

ü Independence of financial years  
 
The basic method used to value items recorded in the accounts is the historical  cost 
method.  

4.4.  Accounting obligations and declaration regimes  
 

4.4.1.  The engagement accounting (based on accruals) 
 
Every entity or businesses (except for entities being under the simplified regime or 
under microenterprise regime) must hold an accounting base on accrual basis. In 
accruals accounting, purchasing and sales transactions are recorded at the outset of the 
operations which is generally the date of invoice.  
 
Thus, for any purchases or expenses on credit, both operations will be recognized:  
 
ü Recording of purchase or expenses to the date of the invoice (with recognition 

of a liability to the supplier account)  
ü The payment of the purchase or expenses. 

 
By contrast, companies with a liberal or civil status (non -exercised in the form of a 
commercial company) must hold a cash basis accounting. In this case, the operations of 
purchase and sales will be recognized only when their settlement. These companies 
can, however, apply for an accrual basis accounting.  
 
4.4.2.  The different declaration regimes  
 
The level of account ing and tax obligation depends heavily on the reporting regime. The 
number of pages of the annual tax return depends of this reporting regime.  
 
The regime depends of the turnover (VAT excluded) and of the field of activity:  
 
ü Sales of goods, supplies for immediate consumption on site and supply of housing 

excluding furnished rentals.  
ü Provision of services including furnished rentals.  

 
 

Activities (2014 
Thresholds VAT 

excluded) 
Normal Regime Simplified Régime 

Micro-enterprises 
Régime 

Sales of goods 
Turnover > 
788.000 û 

82 800 û < 
Turnover < 
788 000 û 

Turnover Ò 82.800 û 

Sales of services 
Turnover > 
238.000 û 

33.200 û < 
Turnover < 
238 000 û 

Turnover Ò 33.200 û 
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It is still possible to apply for a higher threshold.  
 
In case of mixed activities:  
 
ü The overall turnover shall not exceed the ceiling of sales of goods.  
ü And the turnover of sales of services shall not exceed the ceiling.  

 
4.4.3.  Deadlines of reporting  

 
For normal regime and simplified regime, the annual tax return is to be submitted:  
 
ü For companies subject to corporation tax having a closing 31st December: The 

second business day following the May 1st  
 
ü For all the other companies subject to corporation tax: within 3 months of the 

end of the final year  
 

4.4.4.  Reporting level  
 

Normal regime 
 
Under the normal regime, no measure of simplification in accounting is agreed. The 
tax return to be submitted to the Tax cent is highly developed (18 pages).  
 

Simplified regime  

 
Simplification of tax formalities  
ü For VAT (annual declaration CA12) 
ü For the annual tax return ( 5 pages) 

 

4.5.  Accounting software ð Secure cash software or system 
 

Article 88, 2016 Budget law  
 
Starting on 1st January 2018, all companies subject to the VAT in France must be able 
to produce:  
 
ü Either a certificate of the software issued by an accredited bod y 
ü Or an individual attestation from the software publisher.  

 
The form of the certificate and attestation must comply with the template established 
by the tax administration.  
 
4.5.1.  Sanctions 
 
Failure to present the certificate or software publisher's attestation  shall lead to 
application of the following sanctions:  
 
ü û7,500 per accounting or management software or cash system in question; 
ü Obligation to ensure compliance within 60 days;  
ü If not brought into compliance within the aforementioned period, the û7,500 

fin e shall be applied again. General Tax Code, new article 1770 duodecies.  



81 

ACCOUNTING AND TAX OBLIGATIONS DOING BUSINESS IN FRANCE 2017 
 

 

 
4.5.2.  Obligations that must be met  
 
In particular, accounting or management software or cash systems must comply with 
the following characteristics:  
 
ü Data inalterability;  
ü Data security;  
ü Data storage; 
ü Data archiving.  

 
4.5.3.  Warning : special audit procedure (Register of Tax Procedures, article L80 O)  
 
Unannounced controls on company professional premises shall be authorized.  
 
Software or cash system may be brought into compliance by updating compliant 
software.  
 

4.6.  Electronic file of accounting entries  
 
Since January 1st 2014 and following the article L 47 A I of the French tax procedural 
Code amended by the 3rd finance bill for 2012, the electronic submission of the 
accounting entry journal is n ow compulsory in case of a tax audit. The tax administration 
will have a better and clearer reading of the accounting entries of the general ledger.  
 
Before any tax audit, the companies must be able to produce a compliant e -file for the 
fiscal year 2011 and onward.  
 
The companies must produce and save the compliant e -file for the next fiscal years 
(format, compliance with the French accounting standards and the French Chart of  
 
Accounts). 
 
This new process is applied to all tax audits notices received as f rom January 1st 2014 
and to 2011 to 2013 and onward fiscal years (previous years possible in case of tax 
losses). 
 
These new requirements apply to all companies keeping a computerized accounting.  
 
Failure to comply exposes the company to a penalty of 5,000 û or a penalty of 10% based 
on rights due by the company at the end of a tax audit (the highest amount will be 
applied).  
This penalty is effective since August 2014, 10th for all notice of tax inspection received 
by the companies.  
 
The e-file of accountin g entries is a single file, in which the entries are numbered 
chronologically by date of accounting validation. It must be built on the French chart of 
accounts basis (French GAAP). 
 
The submission of the accounting entries must follow a specific format:  
ü Content: complete the 18 required fields under predetermined format.  
ü Format: the files should be saved in .txt, .csv or XML (file XSD structure available 
online via the website òwww.impots.gouv.fró) format and given to the tax 
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authorities on CD-R/DVD-R (non-rewritable).  
 
 
Failure to comply with these bookkeeping obligations for a computerized accounting will 
lead to the loss of probative value of the accounting (irregular and untruthful 
accounting).  
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KEY FEATURES 

Last reviewed:  1 March 2018 
 

A. General information  

Sources of tax  law 

General Tax Code (Code général des impôts, CGI 

http://www.legifrance.gouv.fr/affichCode.do?cidTexte  

=LEGITEXT000006069577); 

Code of Tax Procedure (Livre des procédures fiscales, LPF 

http://www.legifrance.gouv.fr/affichCode.do?cidTexte=  

LEGITEXT000006069583); 

modifying acts: Finance Law or Amending Finance Law; 

regulations 

Main types of business entities  

public company (société anonyme,SA); 

simplified stock company ( société par  actions 

simplifiée ,  SAS); 

limited liability company ( société à responsabilité  

limitée, SARL); 

partnership ( société en nom collectif ,  SNC) 

Accounting principles  

listed companies (consolidated accounts):  IAS/IFRS; 

non-listed companies (consolidated accounts):  French 

GAAP or option for IAS/IFRS; 

listed/non -listed companies (individual  accounts): 

French GAAP 

Currency euro (EUR) 

Foreign exchange control  

no (but  individuals  must declare any transfer  of cash or 

securities the value of which is equal or superior to EUR 

10,000) 

Official  websites 

lower house of  parliament  

http://www2.assemblee - 

nationale.fr/langues/welcome -to-the-english-website- 

of-the-french-national -assembly (Assemblée nationale );  

upper house of parliament  

http://www.senat.fr/lng/en/( Sénat);  

French statutory and c ase law 

http://www.legifrance.gouv.fr/  (Légifrance);  

Official  Gazette 

http://www.journal -officiel.gouv.fr/frameset.html  

(Journal  Officiel );  

Constitutional  Court 

http://www.conseil -constitutionnel.fr/conseil - 

constitutionnel/english/homepage.14.html (Consei

l  constitutionnel );  

Administrative Supreme Court 

http://english.conseil -etat.fr/  (Conseil d'Etat);  

Civil Supreme Court 

https://www.courdecassation.fr/documents_traduits_  

2850/english_2851/  (Cour de cassation);  

tax authorities'  guidelines; 

http://bofip.impots.gouv.fr/bofip/1 -PGP.html 

Ministry of Economy and Public Finances 

http://www.economie.gouv.fr/welcome -to-the-french- 

ministry -for -the-economy-and-finance (Ministère  de 

l'économie et des finances) 

http://www.legifrance.gouv.fr/affichCode.do?cidTexte=LEGITEXT000006069577
http://www.legifrance.gouv.fr/affichCode.do?cidTexte=LEGITEXT000006069577
http://www.legifrance.gouv.fr/affichCode.do?cidTexte=LEGITEXT000006069583
http://www.legifrance.gouv.fr/affichCode.do?cidTexte=LEGITEXT000006069583
http://www2.assemblee-nationale.fr/langues/welcome-to-the-english-website-of-the-french-national-assembly
http://www2.assemblee-nationale.fr/langues/welcome-to-the-english-website-of-the-french-national-assembly
http://www2.assemblee-nationale.fr/langues/welcome-to-the-english-website-of-the-french-national-assembly
http://www2.assemblee-nationale.fr/langues/welcome-to-the-english-website-of-the-french-national-assembly
http://www.senat.fr/lng/en/
http://www.legifrance.gouv.fr/
http://www.journal-officiel.gouv.fr/frameset.html
http://www.conseil-constitutionnel.fr/conseil-constitutionnel/english/homepage.14.html
http://www.conseil-constitutionnel.fr/conseil-constitutionnel/english/homepage.14.html
http://english.conseil-etat.fr/
https://www.courdecassation.fr/documents_traduits_2850/english_2851/
https://www.courdecassation.fr/documents_traduits_2850/english_2851/
http://bofip.impots.gouv.fr/bofip/1-PGP.html
http://www.economie.gouv.fr/welcome-to-the-french-ministry-for-the-economy-and-finance
http://www.economie.gouv.fr/welcome-to-the-french-ministry-for-the-economy-and-finance
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B. Direct taxation:  Companies 

1. Resident companies 

Residence 

There is no explicit definition of company residence  in 

French tax law.  

Under French company law, a company is resident  if  its 

registered seat is located in France; third parties  may 

disregard the registered seat and refer to the place  of 

effective  management. 

Tax base 
territorial (worldwide active and passive income 

received by establishments located in France  only) 

Corporate tax rates 

33.33% beyond 500 000 û;  
28% on the range 38 120 û - 500 000 û 
15% rate for SMEs on the first EUR 38,120 of taxable  
profits  
 

3.3% social surcharge on corporate tax exceeding EUR 

763,000 (except for SMEs whose turnover is less than 

EUR 7,630,000); 

 

Alternative minimum  tax no 

Capital gains 

in principle, part of business  income;  

19% on sale of shares in listed real estate companies; 

15% on long-term gains per specific  regimes; 

participation exemption  available 

Loss carry-forward  

yes, indefinitely  (but  may be offset  on profits  of a year N 

only up to [EUR 1 million  + (50% of the portion  of profits  

of year N exceeding EUR 1 million)]  

Loss carry-back yes, on profits of the previous year up to EUR 1 million  

Unilateral double taxation  relief  

income realized or received by an establishment  located  

in France: no unilateral tax credit (but foreign tax  is 

deductible);  

income realized or received by an establishment  located  

abroad: exempt  

2. Non-resident  companies 

Corporate tax rates 

33.33% beyond 500 000 û; 
28% on the range 38 120 û -500 000 û 
15% rate for SMEs on the first EUR 38,120 of taxable  
profits  
 

3.3% social surcharge on corporate tax exceeding EUR 

763,000 (except for SMEs whose turnover is less than 

EUR 7,630,000); 

 

Capital gains on sale of shares in 

resident companies 

33.33% if substantial participation (above 25% of 

rights in profit);  

shares in real estate company:  33.33% 

(75% withholding tax is applied to gains  of companies 

resident in a non -cooperative  jurisdiction)  
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Capital gains on sale of 

immovable property  
33.33% 

Withholding tax rates 

Branch profits  

30%; 

75% for branches of companies resident in a non- 

cooperative  jurisdiction;  

0% for branches of EU companies 

Dividends 

30%; 

15% distributed to EEA non-profit  organizations;  

0% for qualifying EEA/Swiss companies 

(75% withholding  tax is applied to dividends distributed  

to companies located in a non -cooperative  jurisdiction)  

Interest  

0% 

(75% withholding tax is applied to interest paid  to 

companies located in a non-cooperative  jurisdiction)  

Royalties 

33.33%; 

0% for qualifying EU/Swiss companies; 

(75% withholding tax is applied to royalties paid  to 

companies located in a non-cooperative  jurisdiction)  

Fees (technical)  

33.33% 

(75% withholding tax is applied to fees paid  to 

companies located in a non-cooperative  jurisdiction)  

Fees (management) 

33.33% 

(75% withholding tax is applied to fees paid  to 

companies located in a non-cooperative  jurisdiction)  

3. Specific issues 

Participation  relief  
inbound dividends:  yes 

outbound dividends:  yes 

Group treatment  yes 

Incentives 

R&D; 

innovative new  enterprises;  

investment in certain regions (e.g.  overseas 

departments);  

employment expenditure  credit;  

regional development;  

tonnage tax 

Anti -avoidance 

Transfer pricing  legislation  yes 

Thin capitalization  legislation  yes 

Controlled foreign  company 

legislation  
yes 

General anti -avoidance rule 

(GAAR) 
yes 

Other anti -avoidance 

legislation  
yes 
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C. Direct taxation:  Individuals 

1. Resident individuals  

Residence 

Individuals are resident if they have in France  their:  

- family home or principal abode; or 

- principal working activity;  or 

- centre of economic  interests.  

Taxable income worldwide  

Income tax rates 

PFU 30% (12,8% +17,2%) 
 
Or option: progressive; 

top rate 45% (over EUR 153,783)  

 

additional contribution over EUR  250,000 

Alternative minimum tax no 

Capital gains yes, exemptions for general/specific regimes  apply 

Unilateral double taxation  relief  no unilateral tax credit (but foreign tax is  deductible)  

Social security contributions  

health, old age pension,  unemployment;  

supplementary pension schemes; 

social taxes 

 Real estate tax  

Shares are essentially taxed in the hands 

of their associate/ individuals up to the 

fraction of their representative value of 

real estate.  The same applies to the 

shares of companies and groups without 

legal personality  

2. Non-resident  individuals  

Income tax rates 

French-source income taxed at the same rates  as 

residents;  

special rules if one or more dwellings in France and  no 

French-source income 

Capital gains on sale of shares in 

resident companies 

12,8% if substantial participation (above 25% of rights  

in profit) ;  

shares in real estate company: 12,8% 

(75% withholding tax is applied to gains realized by  a 

resident of a non -cooperative  jurisdiction)  

Capital gains on sale of 

immovable property  
19% (income tax) + 17.5% (social taxes) 

Withholding tax rates 

Employment income regular wage withholding  applies 

Dividends 

12,8 % + 17,2% 

(75% withholding  tax is applied to dividends distributed  

to residents of a non -cooperative  jurisdiction)  

Interest  

0% 

(75% withholding tax is applied to interest paid  to 

residents of a non-cooperative  jurisdiction)  
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Royalties 

12,8% +17,2%; 

15% for artistes and sportsmen 

(75% withholding tax is applied to royalties paid  to 

residents of a non-cooperative  jurisdiction)  

Fees (technical)  

33.33% 

 (75% withholding  tax is applied to fees paid to 

residents of a non-cooperative  jurisdiction)  

Fees (directors)  

33.33% 

(75% withholding  tax is applied to fees paid to residents 

of a non-cooperative  jurisdiction)  
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D. Indirect taxation: Value added tax (VAT)/Goods and services tax (GST) 

Taxable events 
supply of goods, supply of services, importation,  intra - 

Community acquisition  

VAT/GST (standard)  
20% 

(different rates apply in the overseas  departments)  

VAT/GST (reduced)  

0%, 2.1%, 5.5%, 10%; 

0.9%, 2.1%, 10%, 13% on certain  goods/services (Corsica) 

(different rates apply in the overseas  departments)  

VAT/GST (increased) no 

Registration/deregistration  

threshold  

supply of goods: EUR 82,800; 

supply of services: EUR 33,200; 

some exceptions apply 

VAT group no (but payment may be  group-consolidated)  

E. Other taxes 

Inheritance and gift  taxes yes 

Net wealth tax (individual)  yes (if net wealth exceeds EUR 1.3 million)  

Net wealth tax (corporate)  no 

Real estate taxes yes, property tax, dwelling tax  (individuals)  

Capital duty yes, in specific  cases 

Transfer tax 

yes, e.g.  on immovable property  (5.09%), shares in real 

estate company (5%) or shares in non-listed  company 

(0.1% or 3%) 

Stamp duty  yes 

Excise duties yes 

Other main taxes 
financial transactions tax, tax on company  cars, 

insurance tax 
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