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$V IURP VRPH VSHFLILF FDWHJRULHV RIRUHQHKQHQWHUSDQWAW HVWDEOL
IRUHLJQ FRPSDQHHNQWLWOHG WR RIIVHW DJDLQVW WKWHY GRPHWWN-OE JWEDP HU
EUDQFKHV DQG UXEW DRIFDWHG DEURDG QRWDEO\ L QRS KWHMW DD JPMIWEK[RGIRW V H
DUH ODWHU UHLQWHJUDWHG LQ J)UDQFH DV VRRQ DV WKH IRUHLJQPRX\WGRW\ ER
WKH SURILWW FDYHD QVRHHLOGVVVAXNVW BEFMHLQWHJUDWHG QRW ODWHU WKDQ

GHGXFWLRQ LQ )JUDQFH 7KLV ©OREPRABMHENRWKPUHQRPKD[ DXWKRDEPWLWR DLG

HQWH U SIDIAHEIL | 1L FXDMWMWHRH LU LQYH VWP HQWAH B BURDBYLRED WHPSRUDU\ *GRXE
GLS" DV SXKNLW@[ ORVVHV RIIVHW LQ )UD @HHG XEHIRMDR ODIX®\O\,Q WKH FRQWH]
SUHVHQWHUQDWQRQBDDO FULVLV WKLV LQH S QNMESRMWIKWPINEMRUMH WR VXVWDL
DFWLYLWQRK)UBMYHVWRUV LQ 5XVVLD

6FRSH RI WKH UHJXODWLRQ

(OLJLEOH )UHQFK HQWHUSULVHYV
The French enterprise has to be fully subject to corporate
income tax in France.

It can be a French company, but also the French branch of a
foreign company, with OHVV W KDRBP S O RinHrtace.

If the enterprise is a member of a tax consolidated group, the
number of employees is calculated at the level of the group.

The capital and the rights of vote of the enterprise should not be
held, directly or indirectly, at 25 % or more by one or several
enterprises that have each 2,000 or more employees.

(OLJLEOH IRUHLJQ HQWHUSULVHV
The branch or subsidiary has to be located in the European

Unionor LQ D 6WDWH WKDW KDV FRIQOFK® XGBG

WKDW FRQWDLQV DOCF O XV ¥NgaRstN X D
exchange of information and the fight against tax fraud and
evasion.

This wide definition encompasses roughly 100 States, including
Russia.

As regards the subsidiaries, they must be 95 % held directly and
continuously by a French enterprise DW Ofitar ¥&vi® day of
the financial year.

If the French enterprise holds less than 95 % of the foreign
subsidiary due to local regulations that forbids it to hold that
much, the subsidiary is still eligible provided that the French
enterprise holds the highest percentage participation allowed by
local regulations.

"Article 209 C of the French Tax Code - Ministry of Budget Public
Accounts and Civil Service Clarification 4 H-4-10 of 20™ January 2010.

The branch or subsidiary also has to be subject locally to
a tax equivalent to corporate income tax, for example
Russian profit tax.

ORGH RI HQIRUFHPHQW RI WKH UHJXODW

'"HGXFWLEOH DPRXQW RI WKH WD[ ORYV
The deduction in Franceis VWULFWO\ HTXDO WR W
LQFXUUHG E\ WKMH IRUHLJQ HQWLW

It applies equally irrespective as to whether the local rate
of taxation is lower than in France (where it is up to
34,43 %).

The amount of the foreign tax losses are deducted for the
amount that appears in the foreign tax return: this means
that they are not recalculated to comply with French tax

|
FBFW D[ WUHDW\
The tax losses are converted into euros on the basis of
the official exchange rate at the closing of the financial
year.

It should be noted that, should those foreign tax losses
generate (or increase) tax losses of the French entity,
these tax losses would be fully treated as “ordinary losses”
for French tax purposes.

The French enterprise could therefore carry them forward
(in principle, without time limitations until the enterprise
realises new profits), or even optfora FDUBDF N

When a French enterprise holds 95 % of the subsidiary, it
can deduct 100 % of the tax losses.

If it holds less (see above), the amount deductible is
limited to its proportional share in the chartered capital of
the subsidiary.

It should be noted as well that the choice made to use the
tax losses for one particular financial year does not bind



the French enterprise to keep using the system for the following The market interest rate has not been defined yet by the

financial years. tax authorities but it should refer to an arm’s length rate
applicable to similar transactions over the same period of
For example, if the enterprise decides to offset the 2009 tax thpeptime P

losses of its Russian branch, it remains free to decide whether
or not to offset 2010 tax losses of the same branch. 7D UHWXUQV DQG GHDGOLQHYV

Specific tax returns have to be completed by the French
A 5 T L Qth:'l J Utﬁ Wld‘ R (t? RI fﬁ,K H :N D,[ \?vﬁ\é\é :\l/J Dg]terprise in order to declare and follow-up every year the
S mentioned above, the advantage of this system 1S )}results of the foreign entity and proper fulfillment of the
as the French enterprise has to reintegrate later on in France legal conditions set
the foreign tax losses initially deducted. ’

. . . This tax return has to be provided together with the annual
This UHL QW Habbus\asisBop as the foreign entity EHFRPH Vtax return of the French enterprise and has to be

SURILWEn& @ri of the profits thus realised abroad. submitted, in principle, at the latest, for a financial year

However, the reintegration can not take place later than at the closing on 31 December, between 3" and 5" May ( '*
closing of the 5™ \ H Dthat follows the deduction of the losses in 0D\ for 2009 results).
France (for instance, if the local entity keeps booking losses

during all of that period). It should nevertheless be kept in mind that the balance of

corporate income tax for that financial year is to be paid at
The foreign tax losses should be reintegrated prior to this the latest on  "$ S Lahdthe tax effect of this measure
deadline if the conditions of application of this mechanism are should therefore be calculated by then.

no longer met, as follows:

If you have any questions on the matters referred to in this
. when the conditions are no longer met by the )UHQF K Alert, please do not hesitate to contact 'RPLQLTXH, 7LVVRW

H QW H WeSgd if ¥ ks more than 2,000 employees...), it partner, or $Q G U H ,/genidB associate, or your regular

has to immediately U H L Q W H JHé Bowigh Bx0dBses contact at CMS, Russia.
previously deducted; or
. when it is the | R U H L J Qthidt@ddnygeé fulfils the '20,1,48( 7,6627
required conditions (e.g. less than 95 % of the entity is '20,1,48( 7,662%06/(*$/ 58
held by the French enterprise), the UHLQWHJUDWLRQ LV OLPLWHG
WR WKH WDHQRVEWW®®A QW LW\ $1'5( /283
$LG FDS $1'5( /283#&06/(*$/ 58

Due to European Union regulations on G H P L QdidB,lthé aid

provided by this mechanism is capped at € 200,000 over a

period of 3 financial years, and Y4 for the aids granted &06 5866,%
between 1 January 2009 and 31%' December 2010

7KLV VSHFLILF UXOH PDNHV WKLV V\VWHP SD I?l‘f%b%v@&ﬂ DWWUDFWLYH IRU
ORVVHV 119019, Moscow

. . . Russia
Most logically, the French tax authorities have confirmed that, as 7+7 495 786 4000

the tax saving is not permanent but limited in time (with a

maximum of 5 years), the amount of the aid is not equal to the ) +7 495786 4001

instant tax saving for the French entity (as it should generally be ZZZ FPVOHJDO UX
repayed later on), but to the amount of the interest saved on the

“free credit” thus granted by the State over the period going from

the date of deduction of the foreign tax losses and the date of

their reintegration.

This favourable interpretation adds significantly to the benefit of
the incentive.

More precisely, the amount of the aid obtained is calculated by
multiplying the amount of corporate income tax and additional
taxes® saved bya PDUNHW L Q WrHthehpatiod doibgdrbim
the payment deadline of the coporate income tax due on the
result of the year of deduction of the losses (for instance, 15"
April 2010) to the payment deadline of corporate income tax due

on the result of the year of reintegration of the losses (for
instance, 150 April 2015). The rates of these various taxes amount together up to 34,43 %.
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