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1 Fact Sheet
Geography
Location:

Western Europe

Area:

551,000km² (including Corsica)

Land boundaries:

Andorra, Belgium, Germany, Italy, Luxembourg, Monaco, Spain and Switzerland

Coastline:

English Channel, Bay of Biscay and Mediterranean Sea

Climate:

Continental in the east, oceanic in the west, and Mediterranean in the south

Terrain:

Mainly flat plains and gently rolling hills in the north and west; mountainous
elsewhere, with the Pyrenees in the south and the Alps in the east

Time zone:

GMT +1

People
Population:

65.6 million. The population is concentrated in Paris, Lyon, Marseille and Lille

Ethnic groups:

Caucasian (majority), North African, Indochinese, Basque minorities, other (note:
French law does not permit the collection of data on ethnicity)

Religion:

Roman Catholic (approx. 85%), Protestant (approx. 2%), Jewish (approx. 1%),
Muslim (approx. 8%)

Language:

French

Government
Country name:

French Republic

Government type:

Parliamentary democracy

Capital:

Paris
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Administrative divisions:

The French Republic comprises 27 regions:
• Alsace
• Aquitaine
• Auvergne
• Basse-Normandie (Lower Normandy)
• Bourgogne (Burgundy)
• Bretagne (Brittany)
• Centre
• Champagne-Ardenne
• Corse (Corsica)
• Franche-Comte
• Guadeloupe
• Guyane (French Guiana)
• Haute-Normandie (Upper Normandy)
• Ile-de-France
• Languedoc-Roussillon
• Limousin
• Lorraine
• Martinique
• Mayotte
• Midi-Pyrenees
• Nord-Pas-de-Calais
• Pays de la Loire
• Picardie
• Poitou-Charentes
• Provence-Alpes-Cote d’Azur
• Reunion
• Rhone-Alpes
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In addition, France comprises many overseas territories and communities,
including:
• Caribbean:
• St Barthelemy
• St Martin
• Martinique
• Guadeloupe
• Indian Ocean:
• La Réunion
• Mayotte
• Pacific Ocean:
• New Caledonia
• French Polynesia
• Wallis and Futuna
• Off Newfoundland:
• St Pierre
• Miquelon
• South America:
• French Guyana
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Political situation
France is a parliamentary democracy with a bicameral parliament consisting
of the Senate (348 seats, including for overseas territories) and the National
Assembly (577 seats, including for overseas territories). The elected President is
the head of state.

Economy
GDP – per capita:

US$35,500 (2012 est.)

GDP – real growth rate:

0.1% (2012 est.)

Unemployment:

9.8% (2012 est.)

Currency (code):

Euro (€)
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2 Business Entities and Accounting
2.1 Companies
The three main company types are:
• The public limited company (société anonyme – SA)
• The private limited company (société à responsabilité limitée – SARL)
• The simplified private limited company (société par actions simplifiée – SAS)

2.1.1 Public limited
company (SA)
The SA requires a minimum of seven shareholders who contribute a minimum
global capital of €37,000 if funds are not raised from the general public, or
€225,000 if funds are raised from the general public.
Two types of management structure are possible:
• Conventional board structure, comprising a chairman (PDG) with a board of
directors (between three and 18 directors, who must be shareholders)
• Supervisory board structure, comprising a supervisory board of directors
(between three and 18 directors, who must be shareholders) and an
executive board (management committee) of between one and five members,
who need not be shareholders.
Non-French nationals can be directors of an SA.
The board of directors convenes the shareholders’ ordinary general meeting
(SGM), fixes the agenda, draws up the annual balance sheet and report,
appoints and dismisses the CEO, and authorises the signing of agreements
between the company and any of its directors.
The SGM makes decisions, approves the annual accounts, allocates profits,
appoints and removes directors and supervisory board members, appoints the
statutory auditors and passes or rejects agreements made between the company
and its directors. Only an extraordinary meeting can alter the company’s articles
and memorandum.
All joint stock companies must send a copy of the annual financial statements,
including the independent auditors’ report, to the Tribunal de Commerce, where
anyone can obtain a copy for a small fee. The Internet can be used to access a
summary of these statements. Normally, the transfer of shares is straightforward
and unrestricted. The disposal of shares is subject to a transfer tax of 0.5%.
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2.1.2 Private limited company
(SARL)
The SARL has between one and 100 members whose liability is limited to
the amount they have each contributed, except in the case of receivership or
compulsory winding-up due to mis-management.
The amount of capital is freely specified by the articles of incorporation.
Associates can choose a variable capital and carry out withdrawals while
respecting a floor equal to one-tenth of the capital fixed by the articles of
incorporation. One-fifth of the capital can be contributed when the company is
created; the balance must be fully contributed in five years.
Individual members are not deemed to be in business. The SGM approves
the annual accounts and takes major decisions, as well as giving its assent to
agreements made between the company and its managers or members where no
independent auditor has been appointed.
One or more managers are given authority to run the company. They can be
appointed by the articles or the SGM. They are not necessarily members of the
company. As they wield considerable power, they can be held liable for any
misdemeanours. They are also responsible for drawing up the balance sheet and
operating report and convening the SGM.
Very small companies are not obliged to appoint an auditor. The balance sheet
is filed with the Tribunal de Commerce where the public can inspect it. The
disposal of shares is always subject to a transfer tax of 3%.

2.1.3 Simplified PLC (SAS)
The SAS can be created by one or several members whose liability is limited to
the amount they have contributed. It is a flexible organisation that is suitable for
small and medium-sized businesses (petites et moyennes entreprises – PMEs).
Membership is permitted to any physical person or legal entity, even in the case
of only one member. There is no minimum share capital.
The SAS’s statutes set the rules of internal organisation (eg management,
collective decisions and information to the members) without any legal
requirements. When there are at least two members, the statutes can set some
clauses concerning the trading of shares, the acceptance of a new member and
the exclusion of a member.
The SAS is a privately owned company. It cannot be listed on the stock market.
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2.2 Partnerships
A limited partnership (société en commandite par actions – SCA) is made up of
two or more general partners with unlimited joint and several liability, together
with silent partners whose liability is limited to their individual contribution.
Silent partners take no part in the management of the partnership. The general
partners normally undertake the management of the partnership. Shares are
freely transferable.
There are two types of general partnership: the société en commandite simple
(SCS) and the société en nom collectif (SNC).
The SCS form of partnership is often used for small family-owned firms. The
structure is the same as for the SCA but shares are not freely transferable.
The SNC form of partnership is used for commercial activities. This is made
up of two or more partners with unlimited liability. The partners are equally
responsible for management but a manager must be appointed to represent the
SNC to third parties.

2.3 Sole Proprietorship
Sole proprietors must be listed on the Registre du Commerce et des Sociétés of
the nearest Tribunal de Commerce. A sole proprietor must obtain a work permit
if he or she is not an EU citizen. He or she is responsible for the business and
personally liable for the business debts.

2.4 Branches
A branch is a permanent secondary establishment of a foreign business. Under
French law, a branch has no legal identity and neither its assets nor liabilities are
separate from those of the company.
A branch is required to:
•

File a report with the Ministry of Finance when the initial investment is made

• Register with the Registre du Commerce et des Sociétés, including a French
translation of its bye-laws (memorandum and articles)
• Appoint a person responsible for the branch. This person must have a work
permit if they are not an EU citizen
• File a set of balance sheets of the firm with the Tribunal de Commerce
nearest to the branch’s official place of business
• Pay tax on the profits of branches located in France when their country of
origin has signed an inter-country convention with France.
A branch is seldom chosen by foreign companies, which usually prefer to set up
a subsidiary.
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2.5 Agency or Connecting
Office
A connecting office is not a legal entity and does not have administrative and
financial independence. Its purpose is to prospect and inquire about business
opportunities for a foreign company considering investing in France. The absence
of commercial activity excludes it from income tax and VAT. If the office employs
staff it must register with the social security organisations.

2.6 Groupement d’Intérêt
Economique (GIE)
The GIE’s objective is rarely to make any profit. In many cases, it is a consortium
structure designed to pool the efforts of several firms in a specific field, for
example technical research. Members each have unlimited joint and several
liability.

2.7 Joint Ventures
A joint venture has no corporate identity and no published records. It is deemed
to be a general partnership with unlimited joint and several liability when its
existence is made public, but it is not entered on the Registre du Commerce et
des Sociétés.

2.8 Real Estate
Management Corporation
Its purpose is to own, rent and manage real estate properties for the benefit of
another business. It allows the segregation of the real estate assets of a business
from its main economic activities. The real estate management corporation can
elect to be taxed at the corporate level or to be a pass through entity.

2.9 Other Forms of
Enterprise
• European economic interest groups, recently created for use in the EU
• Non-manufacturing companies, usually specialising in certain activities, eg
professions, property
• Not-for-profit organisations for cultural, educational, sporting, political,
religious, trade union, welfare or civic purposes
• Various types of agricultural partnerships.

10

2.10 Audit and Accounting
Requirements
Some companies, including SAs, SASs and large SARLs, are required by law to
have their financial statements audited by registered independent auditors, who
are appointed for a six-year period. Statutory audit has to be differentiated from
agreed upon procedure audit that is contracted between willing parties and that
can be terminated at any time by either party.
The French Code of Commerce contains precise regulations with regards to the
legal, accounting and reporting requirements for companies and businesses.
Many of these regulations are based on EU regulations and apply to all business
entities, with more detailed information depending on the size (measured by
assets, turnover and staff) and the legal form of the business. A standard layout
of accounts must be adhered to.
Financial statements produced in France follow French GAAP (Plan Comptable
Général – PCG). However, French GAAP tends to be standardised with
International Financial Reporting Standards (IFRS) issued by the International
Accounting Standards Board (IASB).
The French Tax Code supplements the Code of Commerce in many areas: use of
the French language, computer back-up, currency rates and records. Financial
statements should be drawn up in accordance with French law and generally
accepted accounting principles and should properly reflect the company’s
financial position and results.

2.11 Filing Requirements
As a general rule, corporate bodies (SAs and SARLs) must file their financial
statements with the Registre du Commerce et des Sociétés annually, where they
are available for public inspection. Tax returns are similar to the annual accounts
reporting documents and are systematically monitored.
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3 Finance and Investment
3.1 Exchange Control
The French Government does not impose exchange controls.

3.2 Banking and Sources
of Finance
All major banks and financial institutions operate in France. The Paris Stock
Exchange is active, attracts many foreign investors and enjoys close relations
with all other financial markets.

3.3 Investment Incentives
and Restrictions
The government is actively involved in business through regulations, permit
requirements and welfare programmes affecting most aspects of business
activity. Industrial development is backed-up by the chambers of commerce and
local authorities. Universities and high-tech activities are closely inter-linked.
Many French firms across a range of industry sectors operate worldwide with a
strong base in France.
Incentives and tax reductions are granted when setting up in some areas of high
unemployment, eg former mining centres or shipyards falling within a tax free
area. Tax reductions can be granted when creating a new business or expanding
an existing business.

3.4 Research and
Development (R&D)
Tax incentives are available at federal level (see 5.7.1).

Doing Business in
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4 Employment Regulations
For employment tax considerations, see 5.3.

4.1 General Employment
Matters
Employment relationships in France are based on both collective and
individual dialogue.

4.1.1 Legal framework
Employment relationships in France are regulated by the Labour Code and by
national labour agreements (conventions collectives). Each national labour
agreement is specific to a branch of industry.
• The Labour Code combines in one single document the main rules given by
the laws and decrees governing employment relationships.
• A national labour agreement gives additional provisions to the Labour Code
(eg probation period, minimum wage, bonus, vacations, working conditions).
A national labour agreement also improves the general provisions given by
the Labour Code according to the specific situations of a branch of industry
(eg leave compensation).

4.1.2 Employment contract
French regulations provide various kinds of employment contract. The main one
is without a termination date (contrat à durée indéterminée – CDI).
The employment contract is usually a written one and must indicate the wage,
a description of the employee duties, the duration and the place of work. It can
also provide a probation period. The other articles of the employment contract
can be freely drafted on condition they comply with the Labour Code and with
the national labour agreement applicable to the company.
The wage must be at least equal to the minimal amount indicated in the
applicable collective labour agreement and to the guaranteed minimum wage
(salaire minimum interprofessionnel de croissance – SMIC). Non-cash salaries
and profit-sharing schemes can be added. Non-cash salaries, such as free
housing, company car etc, are part of the remuneration and subject to social
security contributions.

Doing Business in
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The legal working schedule in France is 35 hours per week. The maximum
working schedule is 10 hours per day, 48 hours per week, with an average 44
hours (46 hours in certain cases) maximum per week over a 12-week period.
The statutory increase in wages for the first eight hours (36th to 43rd hour) of
overtime worked is 25% and the increase for further hours is 50%. However,
national labour agreements may specify a different increase of at least 10%.
The maximum annual overtime hours permitted are as specified in the national
labour agreements. If there is no applicable national labour agreement, the
statutory maximum of 220 hours applies.
According to certain national labour agreements, the 35-hour maximum working
week can be flexible for certain categories of employees (eg truck drivers,
agricultural workers). Monthly remuneration is based on the 35-hour working
week plus any overtime for that month.
The annual paid vacation period is 30 working days, plus public holidays. A
specified number of paid days are allowed for compassionate leave and family
events such as the marriage of the employee or the employee’s child.
Termination of an employment contract can be at the initiative of the employee
(resignation) or the employer (dismissal). Dismissal must always be justified by
the employer and the law provides specific procedures in this case.

4.1.3 Staff representation
Staff representation depends on the size of the company. In companies of at
least 11 employees, staff delegates are elected by the employees. Their role
consists of forwarding to the employer individual and collective complaints of the
workers regarding wages and working conditions. In companies of at least 50
employees, a staff council (comité d’entreprise) elected by the employees must
be created. The staff council, comprised of staff delegates, is entitled to receive
information on how the business is performing. In companies with 50 employees
or more, trade unions can also name union representatives from among company
employees to negotiate within the company agreements, either individual or
collective, to adapt a national labour agreement.

16

4.2 Visas
Individuals from the EU (but excluding Bulgaria and Romania), the European
Economic Area (EEA) and Switzerland are normally free to live and work in
France without residency permit or authorisation of work.
In the case of Bulgarian and Romanian nationals, a residence permit is not
required for visits of up to three months, but a permit is required if the individual
intends to remain for a longer period and to work. Bulgarian and Romanian
nationals can apply for permanent residence after living in France for a period of
five years or more.
Individuals from outside the EU, the EEA and Switzerland who intend to remain
in France for more than three months can apply for one of the following permits:
• A temporary residence permit, usually valid for up to one year
• A skills and talent permit, valid for three years
• A residence permit, valid for 10 years.
A simplified permit procedure is available to attract immigrants with special skills.

Doing Business in
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5 Taxation
5.1 Corporate Income
Taxes
Corporate income tax is based on the territoriality principle, and both resident
and non-resident corporations (SAs), simplified stock companies (SASs) and
limited liability companies (SARLs) registered in France are taxed on their trading
income from sources in France. Certain other entities may elect for their French
source income to be taxed under the corporate income tax regime.
Foreign source income is generally not taxable in France subject to the terms of
any relevant double tax treaty.
The standard rate of corporate income tax is 33.33%.
Companies whose annual turnover exceeds €7,630,000 and whose corporate
income tax exceeds €763,000 are subject to a surtax (the social contribution) at
a rate of 3.3%. The social contribution rate is applied to the amount of corporate
income tax due minus €763,000. This results in an effective overall tax rate of
34.43%.
Companies with an annual turnover exceeding €250m are subject to a surcharge
of 5%. The surtax is calculated on the corporate income tax payable. French
branches with a turnover of less than €250m are subject to the surtax if
their parent company’s overall turnover exceeds this amount. This surtax is a
temporary measure and applies to the four financial years ending between 31
December 2011 and 30 December 2015.
Companies which are small or medium sized (petite et moyenne entreprise –
PME) are eligible for a reduced tax rate of 15% on the first €38,120 of their
profits. A company is defined as a PME if its annual sales turnover is less than
€7,630,000, its share capital is fully paid up, and at least 75% of its share
capital is held by individuals or companies qualifying as PMEs.
An annual minimum tax of up to €110,000 applies to companies with an
annual sales turnover of €15m or more. The annual minimum tax is in the
process of being phased out and will be abolished on 1 January 2014.
The rates for tax years 2010 to 2013 are as follows:
Net of tax turnover
Below €15m

Annual minimum tax
€0

€15m – €75m

€20,500

€75m – €500m

€32,750

Over €500m

€110,000
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Capital gains are generally taxed as income. However, a participation exemption
regime is in place under which 88% of gains deriving from the sale of qualifying
shareholdings are exempt. Holdings, whether in French or foreign companies,
qualify for the exemption if they constitute 5% or more of the company’s share
capital and have been owned for a minimum of two years.
Companies with financial years ending on or after 31 December 2012 may carry
forward tax losses against profits up to €1m for the period. For profits in excess
of €1m, the amount that can be offset is limited to 50%. The remaining 50%
of profits over €1m are taxed at the applicable corporate rate. All unused tax
losses may be carried forward against future profits indefinitely. Losses may be
carried back for one year only. The amount of losses which may be carried back
is capped at €1m or the taxable profits for that year, whichever is the lower.
Group companies can file consolidated returns, with the parent company paying
the tax due on the group’s net profits. A group is defined as a French parent
company and its 95% or more owned subsidiaries.
Tax returns must be filed by reference to the company’s financial year, which
need not be the calendar year, and are due by three months after the end of the
financial year.
Tax is paid in quarterly instalments based on the profits of the previous year,
with any balance being payable three months after the end of the financial year.

5.2 Personal Taxes
Resident individuals are subject to tax on their worldwide income.
Non-resident individuals are subject to tax on their income from sources in
France, subject to the terms of any relevant double tax treaty.
Income tax is assessed on households, comprising spouses and their unmarried
children under the age of 18, or under 25 if they are students. Taxable income is
calculated using the family quotient system. Aggregate taxable income is divided
by a coefficient, determined according to marital status and number of children,
and notional tax on this amount is calculated at the prescribed rates. The notional
tax is then multiplied by the coefficient to give the actual income tax liability.
The effect is to moderate for families the impact of the progressive nature of the
tax rates. The maximum tax reduction provided by the quotient cannot exceed
€2,000. Income tax is assessed on the income of the previous year.
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The income tax rates applicable for 2013 are as follows:
Taxable Income

Tax Rate

€0 – €5,963
€5,964 – €11,896

0%
5.5%

€11,897 – €26,420

14%

€26,421 – €70,830

30%

€70,831 – €150,000

41%

€150,001 and above

45%

Capital gains on securities are generally subject to the progressive income
tax rates. However, a flat rate of 19% applies under certain circumstances,
increasing to 45% for non-residents with substantial shareholdings. Capital gains
on real estate are subject to a flat rate of 19%, although this rate is reduced
progressively for real estate gains received more than five years after acquisition.
A surtax applies to real estate gains exceeding €50,000. Social taxes amounting
to 15.5% also apply to capital gains.
Individuals are liable to social taxes, namely generalised social contributions
(contribution sociale généralisée – CSG), social security deficit contributions
(contribution au remboursement de la dette sociale – CRDS), a social levy and
a solidarity contribution on specified classes of income and capital gains.
There is a temporary supplementary tax of 3% on annual income exceeding
€250,000 and 4% on annual income exceeding €500,000.
An inheritance and gift tax is assessed on the recipients of bequests and gifts at
rates of up to 60%.
An annual net wealth tax is assessed on individuals owning assets with a net
value in excess of €800,000. There are several exempt classes of asset. The top
rate of wealth tax is 1.5% on assessable net wealth in excess of €10,000,000.
There is a maximum overall annual tax liability for wealth taxes and taxes on
income of 75% of all income for that year.

5.3 Employment Related
Costs and Taxes
5.3.1 Fringe benefits
Virtually all cash allowances and non-cash benefits paid to employees are
treated as part of their salary and are thus subject to personal taxes. The cost of
their provision is generally deductible for the employer.
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5.3.2 Payroll taxes
Employers must invest a minimum prescribed percentage of their payroll costs
in training programmes for their staff. The percentage varies depending on the
number of employees and rises to a maximum of 1.6%.
There is an apprenticeship tax of 0.5% of payroll costs, increasing to 0.6% for
businesses with more than 250 employees.
Employers with more than 10 employees must pay a construction tax designed
to increase the availability of residential accommodation. The tax is charged at
0.45% of payroll costs for the preceding year.
Companies engaged in activities which are outside the scope of VAT are liable
to a payroll tax based on the salaries of their employees. Graduated rates apply,
with a top rate of 20% on the proportion of salary in excess of €150,000.

5.3.3 Social security costs
Employers must pay social security contributions based on their employees’
salaries. The system is complex, with total contributions made up of a
percentage of total salary and percentages of salaries up to and between
prescribed monthly limits. Contributions, including social taxes, family benefits
(where applicable) and pension contributions, amount to around 40%–45% of
salaries.
Employees’ social security contributions are calculated in a similar manner and
generally amount to around 20%–25% of salary, including social taxes and
pension contributions.

5.4 Withholding Taxes
5.4.1 Domestic payments
Dividends paid between French companies are not subject to withholding tax;
however, there is a 3% surcharge on distributed profits (ie dividend payments
and deemed dividend payments) paid to companies that are subject to French
corporate income tax. The surcharge does not apply to:
• Distributions qualifying under the EU Parent Subsidiary Directive or the
domestic participation exemption regime
• PMEs, and
• Collective investment funds.
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Dividends paid to resident individuals are subject to a 21% withholding tax,
which is credited by the individual against his or her tax liability for the tax year.
Interest payments are subject to a 24% withholding tax, reducing to 12% for
interest from bonds.
There is no withholding tax on domestic royalty payments.

5.4.2 Payments abroad
Dividends paid to companies and individuals are generally subject to a 30%
withholding tax. A 21% rate applies to payments made to individual residents
of other EU countries and member countries of the EEA which have signed
a tax information exchange agreement with France. Dividends paid to nonresident companies located in a “non-cooperative” country are subject to a 75%
withholding tax.
Under the EU Parent-Subsidiary Directive, dividends paid to a company in the
EU are exempt from withholding tax if that company has owned 10% or more of
the share capital of the paying company for two years or more.
There is generally no withholding tax on interest arising in France and paid
to non-residents. However, interest paid to non-resident companies on loans
concluded before 1 March 2010 is subject to withholding tax of 24%, but
there are several exceptions, including interest on loans raised abroad by
French companies.
Royalties are subject to a withholding tax of 33.33%.
Under the EU Interest and Royalties Directive, interest and royalties paid to
associated companies in the EU are exempt from withholding tax, subject to
conditions.
For payments made to recipients in countries with which France has a double tax
treaty, the rates of withholding tax may be reduced under the terms of the treaty.

5.5 Value Added Tax
(VAT)
VAT is levied on the selling price of goods and services and on the value of
imported goods. All businesses must register for VAT. Businesses must pay VAT if
they have a sales turnover in excess of €80,300 (goods) or €32,100 (services).
The main rate is 19.6%, and there are reduced rates of 5.5%, 7% and 2.1% for
selected commodities. Exports are zero-rated.
Some services are exempt from VAT, including health care and most financial
services. Businesses, other than those making exempt supplies, can generally
recover the VAT they have been charged.

Doing Business in
France

23

5.6 Other Taxes
5.6.1 Economic territorial
contribution (ETC)
The ETC is levied by local councils and comprises a property tax (cotisation
foncière des entreprises – CFE) and an added value contribution (cotisation sur
la valeur ajoutée des entreprises – CVAE). The CFE is based on the rental value
of a company’s properties. The CVAE is charged at 1.5% of a company’s added
value, as defined, less an allowance based on sales turnover. A company’s ETC
liability may not exceed 3% of its added value.

5.6.2 Excise tax on consumer
goods
There is an excise tax (droit d’accise) on consumer goods such as alcohol,
mineral water, tobacco and mineral oils.

5.6.3 Land tax (taxe foncière)
Land tax is payable annually by landowners in all municipalities according to
local tax rates set each year, and is based on the rental value of the immovable
property (lands and buildings).

5.6.4 Levy on banks and
hedge funds
There is a 0.5% levy on the balance sheet assets of financial institutions
including banks and certain types of investment management companies. The
levy must be paid by 30 April each year.

5.6.5 Tax based on
environmental issues
Environmental taxes include an energy tax (taxe sur l’électricité), a beer and
water tax (taxe sur les bières et boissons non alcoolisées), a tax for polluting
activities (taxe générale sur les activités polluantes) and a tax on sewage and
industrial sludge (taxe sur les boues d’épuration urbaines ou industrielles).

5.6.6 Financial transactions tax
A financial transactions tax applies at rates of 0.2% for transactions involving
listed shares and 0.01% for many types of derivative transactions.
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5.6.7 Registration duties
Transfers of real estate are subject to duty at 5.09% of the consideration.
Transfers of shares in SAs and SASs are subject to duty at 0.5% of the
consideration. Transfers of shares in SARLs are subject to duty at 3%.

5.7 Tax Incentives for
Businesses
5.7.1 Research and development
(R&D) expenditure
Companies qualify for tax credits on qualifying R&D expenditure. Credits of 30%
are given on expenditure of up to €100m, and 5% on any excess.
Companies which have been in existence for not more than eight years and
which carry out qualifying R&D expenditure to the extent of at least 15% of their
total expenditure are eligible for tax benefits, including exemption from corporate
income tax for three years and a 50% reduction for a further two years. At least
50% of the company’s share capital must be held by individuals, there must be
fewer than 250 employees, and annual turnover must be less than €50m.

5.7.2 Payroll-related incentives
There is a payroll tax credit of 4% (increasing to 6% for 2014) of the wages of
employees earning less than 2.5 times the minimum wage (ie those earning up
to €3,575 monthly in 2013).
Fast growing companies can qualify for a corporate income tax reduction if the
company’s payroll has increased by at least 15% over the previous two years. The
maximum amount of the reduction for a particular year is equal to the tax charge
increase (corporate income tax plus the minimum annual tax). This applies for
financial years commencing between 1 January 2009 and 1 January 2018.

5.7.3 Regional incentives
Businesses created or expanded in specific areas of the country can benefit from
tax exemptions and rebates in order to boost employment in these regions. These
range from a full tax exemption to a 25% rebate for a specified number of years.
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