











- Local government assistance

Local authorities may grant various forms of
assistance for businesses in regional aid areas.This
may include in particular subsidies or supplements
to PAT grants and assistance to finance business
premises (land and buildings) such as reduced
purchase prices, within the limits applying to
national regional aid for the area concerned.Rent
assistance is limited to €200,000 per business
over three years (de minimis).

-> Temporary exemptions from taxe
professionnelle

Taxe professionnelle is a local tax on non-payroll
business activities at rates set by local authorities.

DOING BUSINESS IN FRANCE

In regional aid areas, local authorities may grant
full or partial exemptions.

Manufacturing and scientific/technical research
are eligible for exemptions for periods of up
to five years. They are granted subject to job
creation and investment requirements that vary
according to the business sector and the size of
the commune concerned.

-> Exemptions from corporate income tax
New business setting up in regional aid areas may
benefit from a temporary and degressive exemption
from corporate income tax (impét sur les sociétés
or IS).Within BER areas, all new companies with
an industrial,commercial or trades activity benefit
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Grants for industry and services (Prime d’aménagement du territoire or PAT)

PAT grants are distributed by DIACT
(Délégation Interministérielle a
I’Aménagement et a la Compétitivité
des Territoires) available for
business starts, extensions and
conversions as well as takeovers
of troubled businesses.

Eligible sectors as defined in the
NAF classification are as follows:
Section D: manufacturing ; Division
51: wholesale trading; Section I:
transport and communications;
Section J: financial services; Division
72: information technology; Division
73: research and development;
Division 74: business services.

Eligibility:
1. In the case of husiness starts,

investments on the site designated
for assistance must involve either:

i

For more information:

a) the net creation of at least 25
permanent jobs and allowable
investment of at least €5 million,
or

b) the net creation of at least 50
permanent jobs if allowable
investment is under €5 million.

2. In the case of extensions to
existing operations or changes in
the nature of business, investments
on the site designated for assistance
must meet one of the following
conditions:

a) the net creation of at least 25
permanent jobs or an increase
of at least 50% in employment
on the site;

b) the net creation of at least 50
permanent jobs;

c) allowable investments of at least
€25 million.

3. PAT assistance may he available
for takeovers of existing business
subject to three conditions:

a) severe deterioration in the local
labor market;

b) the planned takeover will lead to
lasting, structural improvement
in the competitiveness of the
business and contribute to the
diversification of its customer
base;

c¢) and finally, the takeover involves
the preservation of at least 150
jobs and allowable investments
of at least €15 million.

The amount granted may not
exceed the equity of the company
benefiting together with any
shareholders’ loans frozen for
the duration of the investment
program.

Ministerial decree no. 2007-809 dated May 11, 2007 concerning Primes d’Aménagement du Territoire (Grants for industry and services)

BENEFIT FROM ASSISTANCE FOR PRODUCTIVE INVESTMENT AND JOB CREATION
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from total exemption from corporate income tax
for a period of 84 months.

Businesses benefiting from income tax exemptions
in regional aid areas may also be exempted from
property tax for a period of two years.

- Public-sector redevelopment
corporations

Several large public-sector industrial groups have
set up industrial redevelopment corporations
to favor economic development in their regions
(e.g., SOFIREM, FINORPA, SODIE, SODIVE).

These corporations provide support for new

investors in the form of:

- long and medium-term loans at below market
rates, which may be without security;

- equity funding through the acquisition of
temporary minority interests.

1.1.2. Reduced social-security charges in
areas targeted for redevelopment

In some areas where labor-market conditions
are particularly difficult, French authorities have
provided for exemptions from social security
and related charges. These areas are designated
as Zones de Redynamisation Urbaine or ZRU
(urban renewal areas), Zones de Revitalisation
Rural or ZFR (rural renewal areas), Zone Franche
Urbaine or ZFU (tax-free urban areas), Zone
Urbaine Sensible or ZUS (sensitive urban areas)
and Bassin d’Emploi a Redynamiser or BER
(priority employment areas).

Depending on zoning, exemptions from employer
charges concern either all businesses or only small
to medium-size enterprises.All such exemptions
are capped under EU law, the limit being either
€200,000 per period of three years or the EU
ceiling on national regional aid.

|.2. Support for productive investment
and job creation outside designated
regional aid area

In the rest of France (not including the lle de France,
ZUS or ZRR areas), support for investments

PUBLIC SUPPORT FOR BUSINESS

remains possible where small and medium-size
businesses are concerned. Assistance is capped at
7.5% of the investment for medium-size businesses
and 15% for small businesses (or €200,000 over
three years if this is more favorable).

-> Assistance for SMEs (FDPMI -
government fund for the development

of small and medium-size industries)
France’s central government and regional
authorities may grant small and medium-
sized enterprises subsidies for the purchase
of equipment with a significant technology
component. Such assistance is available throughout
France, and it is naturally focused on designated
regional aid areas.

=> Support can also be made available
through the European Regional
Development Fund (ERDF) provided the
Operational Programme, negotiated region by
region, has been approved by the European
Commission.

Outside of AFR areas, large businesses may only
benefit from assistance capped at €200,000 (e.g.,
to assist with real estate).

Il. Benefit from assistance for
training and recruitment

The French government has developed a variety
of instruments to provide financial incentives for
businesses to create jobs and train staff.

II.1. Assistance for job creation

IL.L.1. Public support for employment
Businesses of all sizes can receive support for
job creation unrelated to investment.

The main forms of assistance in this area are:

- regional employment grants (primes
régionales a I'emploi)

- grants of up to €3,200 for each newly
created job from the FRED fund (Fonds de
Restructuration de la Défense)
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EU definition of Small and Medium-size Enterprises (SMESs)

= EU definition of Small and
Medium-size Enterprises (SMEs)
Medium-size enterprises are those
satisfying all of the following
criteria: fewer than 250 employees,
annual sales under € 50M or a
balance sheet total under € 43M
and absence of any controlling
interest (25% of equity or voting
rights) owned by a large company.

= Small enterprises have fewer than
50 employees and annual sales or
a balance sheet total under €
10M. They are also independent
from any large company.

= Calculation of staff numbers,
sales and balance sheets must
factor in all the businesses in which
company has a direct or indirect

interest exceeding 25%. Limits on
staff numbers and finances must
be exceeded in two consecutive
financial years for the company
to lose SME status or become a
medium-size rather than a small
enterprise.

For more information:
European Commission recommendations dated May 6, 2003, concerning definitions of micro, small and medium sized enterprises

11.1.2. Employment incentives

Some forms of aid and partial exemptions from
social-security charges depend on the category
of employee recruited. They are allocated
automatically and separately from the investment
incentives described above. In this respect, the
lower employer contributions for low-wage earners
enable companies to benefit from reduced social
security charges for wages under 160% of the
SMIC minimum wage.These contributions are thus
reduced to less than 19% for the minimum wage.

[1.2. Assistance for employee training

The enhancement of workforce skills is a key
priority for the French government and this is
reflected in a variety of programs to back business
training initiatives.

These programs can partly cover costs including
training staff payments, travel expenses for training staff
and employees, depreciation of training equipment,
related consultancy fees and the time taken off work
by employees participating in a course.

The level of assistance depends of the type of
training and the size and location of the business.
To benefit from maximum allowable levels of
support for their training programs, businesses of
all sizes may take advantage of the various forms

of aid described below. If total aid made available

to a business exceeds €1 million, the European

Commission must be notified.

- Local authority aides

Local authorities may provide support for:

- initiatives providing for between 50 and 1,200
hours of theoretical and practical job-specific
training involving at least 120 hours away from
production;

- initiatives aimed at helping employees adapt to
a new position representing the equivalent of
at least 120 hours in lost work time.

= European funding channeled through
regions

The European Social Fund and European Regional
Development Fund may cover a portion of
operating expenses relating to training, salary
expenses for employees participating, and
ancillary expenses. This support may be equal
to up to 50% of that from national aids.

- Tax credit for spending on training for
SME management

This applies to individual entrepreneurs managing
their own businesses, the chairmen, deputy chairmen
and directors of SMEs.The tax credit is limited to
40 hours a year. Depending on the case, it may be
applied against personal or corporate income tax.

BENEFIT FROM ASSISTANCE FOR TRAINING AND RECRUITMENT
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Increases in terms of support for training

Targeted training:
Training with direct applications in the employee’s tasks and developing skills 25% 35%
not transferable to other businesses or other types of work.

Targeted training in regional aid areas 30% 40%

General training:
Training not limited to applications in the employee’s current or planned position,

instead developing skills that are in large part useable in other businesses 50% 0%
or positions and thus significantly enhance the beneficiary's employability.
General training in regional aid areas 55% 5%

- EDEC contracts (formerly EDDF)
Businesses can also call on their professional and
inter-professional organizations to benefit from
technical and financial assistance covering 25%
to 80% of training expenses.

I11. Benefit from support
for innovation, research and
development (RDI)

France has adopted an industrial policy centered
on support for research, development and the
capacity for effective innovation of the businesses
operating within its border.

Public support for research and innovation in the
private sector is organized around the Ministry
for the Economy, Finance and Employment, the
Ministry of Research and the Ministry for Ecology,
Development and Sustainability, assisted by public-
sector organizations including the National
Research Agency (Agence Nationale pour la
Recherche - ANR) the Industrial Innovation Agency
(Agence pour I'lnnovation Industrielle - All) and
OSEO (formerly ANVAR), dedicated to innovation
and support for SMEs.Regional and local authorities
can provide additional support in this area.

PUBLIC SUPPORT FOR BUSINESS

Support is particulary available to help finance the
R& D projects of businesses throughout France.
Research expenditure can also give rise to
tax credits calculated on the basis of 30% of
annual research expenditure. Innovative young
businesses benefit from special advantages to
back their development in France.These include
tax reductions and exemption from social security
charges and capital-gains tax on the sale of equity
interests.

[II.I. Aid for R&D in all parts of France

Subsidies may cover a portion of R&D expenditure
including related payroll expenses, equipment
purchases,expenses for contracted research,purchases
of know-how and patent rights,and overheads.

The level of support depends on the stage of
R&D involved, which may concern fundamental
research, industrial research or experimental
development. Public contributions to joint R&D
projects with a large business may cover up to
40% of the total cost.

To benefit from maximum allowable levels of
support for their research and development
programs, businesses may take advantage of the
various forms of aid described below:
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Intervention rates for R&D

Assistance for R&D projects

or research entity or research dissemination organization

Fundamental research 100 % 100 % 100 %
Industrial research 50 % 60 % 70%
Industrial research involving cross-horder cooperation
between businesses with the participation of at least one SME 65 % 15% 80 %
or research entity or research dissemination organization

Experimental development 25% 35% 45%

Experimental development involving cross-horder cooperation
hetween businesses with the participation of at least one SME 40 % 50 % 60 %

>
S % Preparatory studies for industrial research 65 % 15%
8¢
83535
2 -?, Preparatory studies for experimental development 40% 50 %
D

-> Regional development grants for
research, development and innovation
(Prime d’Aménagement du Territoire -
PAT pour la Recherche,le Développement
et 'Innovation)

Grants may be up to €15,000 for each job created
or involved in the R&D project or €25,000 per
job in the case of a cooperative project. They
are available for R&D projects involving the net
creation of at least 20 permanent jobs or eligible
expenditure of at least €7.5 million.

-> OSEO (formerly ANVAR). Assistance
is in the form of grants, repayable advances or
assistance for the recruitment of R&D personnel

(Aide au Recruitment pour I'lnnovation or ARI).

Assistance for the recruitment of R&D personnel
is in the form of a subsidy that may cover up to
50% of annual expense related to the recruitment

of a person dedicated to the company’s R&D unit.
It is capped at €25,000.

-> The National Research Agency
assistance (Agence Nationale de la Recherche -
ANR) supports fundamental and applied research,
public-private partnerships and dissemination of
public research results to business and industry. It
operates on the basis of calls for proposals.

-> Local-authority assistance for R&D
projects may be in the form of grants, interest-
free loans and advances or loans and advances
at rates below the bond-market average, and
interest subsidies setting rates at between nil
and the bond-market average.

-> ADEME assistance for R&D projects

BENEFIT FROM SUPPORT FOR INNOVATION, RESEARCH AND DEVELOPMENT (RDI)
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Subsidized R&D employment contracts

= CIFRE

CIFRE (Conventions Industrielles
de Formation par la Recherche)
contracts offer post-graduate
students an opportunity to
prepare their doctorate within the
framework of a business, which
receives a fixed annual grant of
€17,000. These contracts are
administered by the National

[11.2. Support for innovation in service-
sector processes and organization

It may be available from local authorities and
DIACT, the French government development

Association for Technical Research
(Association Nationale de la
Recherche Technique - ANRT).

=> CORTECHS

CORTECHS (Conventions de
Recherche pour les Techniciens
Supérieurs) enable SMEs to recruit
highly-qualified technicians for
technical development projects

in association with a technical
center (Centre de Compétences
Techniques). The business may
receive a grant of €13,000 for the
recruitment under an indefinite or
fixed-term contract of a technician
with two or three years of higher
education.

department. Limits are |15% of related spending
in the case of large businesses, which can only

benefit if they are associated with an SME, 25%

for medium-sized enterprises and 35% for small
enterprises.

Support for innovation and research through competitiveness

France's officially recognized
competitiveness clusters (poles
de compétitivité) bring together
businesses, scientific and technical
institutions and public bodies with
interests in a particular sector in
a given geographical area. They
are drivers for innovation, with
local ties favoring the circulation
of information and expertise and,
by the same token, the emergence
of new ideas, and a source of
attractiveness, with geographical
concentration favoring international
visibility.

Businesses participating in a

competitiveness cluster and
conducting an R&D project

PUBLIC SUPPORT FOR BUSINESS

approved by the cluster may
benefit from support in the form
of grants from public organizations
supporting R&D. Limits on grants
are raised from the 25% normally
applying to 40% when the project
is conducted within the framework
of a competitiveness cluster.

Businesses may also benefit from
tax exemptions amounting to up
to €200,000 per company over
three years, provided they are in
a zoned R&D area:

= full exemption of profit and
capital gains duly declared by
the company, after deduction
of loss carryforwards in the

case of businesses subject to
corporate income tax (impot
sur les sociétés or IS), over 36
months and a 50% exemption
over 24 months;

= full exemption from IFA
(Impbt Forfaitaire Annuel), an
annual tax based on company
revenues, for a period of up to
five years;

=> with the approval of local
authorities, exemptions from
taxe professionnelle and property
tax on built land for a period of
5 years (exemption not offset by
a central government payment
to the local authority).



IV. Support for environmental
investments is being developed

French authorities may make grants for investments
aimed at achieving environmental standards exceeding
the legally required minimum.These may cover up
to the 35% of expenditure for large businesses and
45% for SMEs, which may also receive assistance for
upgrading to meet legal requirements.

Eligible investment concerns spending on property,
plant and equipment to reduce pollution, noise,
odors and other nuisances, and protect the
environment. Consideration may also be given to
expenses relating to technology transfers through
operating licenses and the acquisition of expertise,
subject to patents or not.
The level of assistance depends on the type of
environmental investment:
=> SMEs may receive up to 15% of expenditure
for a period of three years to back investments
to meet regulatory requirements.
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—> businesses of all sizes may receive assistance
covering up to 30% of investments to exceed
EU standards.

=> higher rates apply to some investments,
covering 40% of eligible costs for investments
in energy savings,combined heat and electricity
generation and in renewable energy.

=> investments in renewable energy sufficient to
supply an entire community may benefit from
assistance covering up to 40% of costs.

Government agencies and other public bodies able

to provide support for environmental investments

include the Agency for the Environment and

Energy (Agence de I'Environnement et de la

Maitrise de I'Energie), the Water Agency (Agence

de I'Eau), and guarantee funds for investments

in energy savings and renewables (FOGIME and

FIDEME).
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SUPPORT FOR ENVIRONMENTAL INVESTMENTS IS BEING DEVELOPED



