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support of fair competition within the Single Market. Rules concerning government BlSh. EXANE ZHEZA, RRENITEHARERESAENERE
intervention, eligible expenditure and aggregate aid apply to all EU Members, with no ‘ e

exceptions made.Within this broader framework, Member States remain free to adopt
the most appropriate economic development measures in their country. ‘

The 27 Member States of the European Union (") are subject to EU laws which determine
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In this respect, a broad and varied framework of
support has been set up in France in response to
the needs of investors.This support depends on the
type of investment project (productive investment,
research and development,innovation, training, etc.),
its location (priority development areas or non-
priority areas) and the type of company conducting
the project (large company, mid-sized company or
SME)*.The French authorities support investment
projects that entail:
=» investment and job creation by large companies
in economically disadvantaged regions and
regions undergoing industrial redevelopment;
these regions are indicated on a map approved
by the European Commission (regional aid areas
map);
=>» corporate research and development and
innovation processes projects;
=> professional training programs for employees;
—> job creation for defined populations;

=» investment and job creation by SMEs in all parts
of the country;
=> environmental protection.

*See "In detail": Assessing the size of a company.

With the exception of support for investment and
job creation by large companies which is specifically
zoned (except for ‘de minimis’support,as defined by
the EU), the French authorities can provide support
to all companies throughout France for certain types
of projects, such as research and development and
innovative projects, employee training and hiring
programs, as well as investments intended for
environmental protection initiatives.

Support may be granted by the national government
or local authorities (régions, départements and
communes in France) and government agencies in
various forms, such as subsidies, repayable advances,
tax exemptions and tax credits. Support can be
received from several different sources, up to but
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(1) Since January 1, 2007, the European Union has had 27 Member States: Austria, Belgium, Bulgaria, Cyprus, the Czech Republic, Denmark, Estonia,
Finland, France, Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, the Netherlands, Poland, Portugal, Romania, Slovakia,
Slovenia, Spain, Sweden and the United Kingdom.
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The Invest in France Agency helps foreign investors to ascertain which forms of government support their ‘ & BB IR R AT 1B b 7 B
projects may be eligible to receive and to prepare their applications. The Agency also puts foreign businesses ‘ G EB L AS SRR A SR T ETI B TEAEB ., FhEashE. BNTHIESD

in touch with the French government bodies (ministries, local authorities, agencies etc.) responsible for . . - S 4 . N N s
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not exceeding the maximum allowable limit.EU law
requires that support is of an incentive nature,and
as such applications must be made before the
company’s project gets underway. Furthermore,
state aid granted to a large company’s project
must lead to investments and/or generate a
sizeable increase of this investment.

State aid in France provides effective support for
business start-ups, job creation, investment and
business development

l. Receiving support for
investment and job creation

There are a variety of financial incentives for
business investment and job creation.Support is

permitted for either investment outlays (buildings,
land and equipment) over three years or the
cost of job creation arising from the investment
(estimated salaries and social security contributions
over two years). Investment projects receiving aid
are required to remain in the same region for five
years (large companies) or three years (SMEs).

1. Investment and job creation
incentives for large companies

Investment projects by large companies may be
given support in certain parts of the country
except in certain sensitive sectors (e.g. steel
making and synthetic fibers). The location of a
project is a determining factor in assessing the
extent of support available.
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Assessing the size of a company (excluding Agriculture sector)

1) EU definition of Small and
Medium-sized Enterprises
(SMEs)

=> Medium-sized enterprises
satisfy all of the following criteria:
fewer than 250 employees, annual
turnover under €50 million or a
balance sheet total under €43
million and free of any controlling
interest (25% of equity or voting
rights) by a large company.

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

Calculation of employee numbers,
turnover and balance sheets must

factor in all the businesses in
which the company has a direct
or indirect interest exceeding
25%. Employee and finance
thresholds must be exceeded in
two consecutive financial years for
the company to gain or lose SME
status.

2) EU déefinition of a large
company

EU regulations on state aid
stipulate that a large company is
an enterprise that does not meet
the aforementioned criteria for
SMEs.

3) Definition of a mid-sized
company

A mid-sized company (entreprise
de taille intermédiaire — ETI) is a

legal classification for companies
in France that was introduced by
the Economic Modernization Act
of August 4, 2008.

Mid-sized companies are
companies that have:

= between 250 and 5,000
employees;

= a total balance sheet under €2
billion;

= turnover that remains below
€1.5 billion.

Under EU regulations on state
aid, mid-sized companies are
subject to the same rules as large
companies, yet they are eligible for
the measures designed for them
under national law.

For further information: European Commission recommendations dated May 6, 2003, concerning definitions of micro, small and medium-

q-) sized enterprises
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Outside of these regional development areas,
government support allocated to large companies
for an investment project is capped at €200,000
per company over three years (‘de minimis’
support within the EU). SMEs are still eligible
for investment support throughout the country
amounting to 10-20% of the investment (unless
‘de minimis’ support is more advantageous).

I.1.1. Investment support for large
companies depends on their location in
EU-recognized areas for regional funding
In accordance with the zoning for regional aid
(aides a finalité régionale —AFR) in France approved
by the European Commission for the period from
2007 to 2013, the limit on aid ranges from 10
to 15% of the investment for large business and
from 20 to 35% for SMEs. The maximum total
amount of support for productive investment
and job creation is calculated by the geographical

location of projects and the size of the companies
receiving support.

If an investment project exceeds €50 million,
government intervention must be reduced to
comply with EU rules (see “In detail” about large
projects).

I.1.2. Government support within regional
aid areas

To obtain the maximum amount of support
available in a given regional aid area (10 to 15%
of the investment for large companies and up to
35% for SMEs) companies can receive various
types of support simultaneously. This aid comes
in the form of subsidies or repayable advances
(from the State or from local authorities), aid
for real estate or tax/social security contribution
exemptions. Each of these measures comes with
its own set of conditions. In most cases, they can
only be claimed in regional aid areas.
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Large projects

A large project is defined as
having eligible costs in excess of
€50 million. It is implemented
over a period of up to three years
by a single business or several
businesses which constitute an
economically indivisible whole.

=>Member States are required to
inform the European Commission of

Size of investment

Adjusted aid ceiling

support they provide for productive
investment where the investment
exceeds €50 million.

=>Member States are required to
notify the European Commission
of aid exceeding €11.25 million
in areas where the aid ceiling is
15%, and exceeding €7.5 million
where the ceiling is 10%. In these

(Zones AFR réduites)

instances, authorization is required
from the European Commission
prior to receiving any state aid.

=>Large investment projects in
areas eligible for regional aid are
subject to automatic reductions in
permitted support in accordance
with the size of the projects, as
shown below:

Ceiling in reduced regional aid areas ! Ceiling in normal regional aid areas

(Zones AFR normales)

Less than €50 million 100% of ceiling 10% 15 %
€50 to €100 million 50% of ceiling 5% 1.5%
over €100 million 34% of ceiling 3.40 % 51%

GOVERNMENT SUPPORT FOR BUSINESS

REIGH

REGBERFAERNAAR
45,0005 R TR T E . KB
BEH—XATHELFLATn
BIEENLRAS TN .

S WM REXBEFHREDR
H #8351 50,000,0008% 7T, FEIZF]

> Mz X B EL 5] E R 2%
HHUIS%, FREXDE B
1t 11,250,000B8% 7T, &A@ AN
MEBZRS; Mzt XHBILE
Bl LRI EEI0%, B R EXS
I % Bh#8127,500,0008K 7T,

AEXEFRT,

REETER

KT EREZRRAE.
> X T EH T &R X

N RBEREIAE,

1 81 £t 1

RIBER A S X EZRE D,

W R

BHMBEZERS. SRABAMBEZRS.
] __ B BRI LB
AR SEed =g N:u i 5 5 2 B X [ B £ BR
. b EB XA B EFR (Zones AFR normales)
5,000 5 ER T LA PRAY100% 10% 15%
5,000 7Bk ST ZE {ZBX T L PFREI50% 5% 7.5%
HMZRR T £ L rRE34% 3.4% 5.1%

BORE XAl IR 4k 5



DOING BUSINESS IN FRANCE EEERH

Chapter V | EHN IR
», % W

; | A e ‘ (R
Map of regional aid zones [oecses of July 27. 2009 mofngdeee 020773 My, 20061 SR AMBEIRE %4n°2007-732fi# F-20094E5 A7 {E1T F200947 271

RS A —_—

Datar

S
\

J / £
4 (— = \{_ﬂ\.{ .

-]
] =
i | &
: 38
¥ ¢:
i 8 "
S F
g < r
1 | 23
£ P
£ o |
L4 °% Ll
s ! ]
¥ :9|
3
- | <
] fa
‘ Lyl
FE S
. [agey

KRAPEIE X (2007-2013) , FIRRF e/l

KAABER (2007-2013), {ZPRF /NG

Permanent zones [2007-2013] nat limited to SMEs Permanent zones [2007-2013] lmited to SMEs ‘

Normal rate Ruduced rabe EHAMBIELE RAMBAEL 3 IEHAMEIELE fEAbBIEL 2=
Rse of e for kg companes: 155 Rt of ied ot moociam companses: 20% KB 15% RE Y 10% PEM: 25% fEM I 20%
iy Ot b Sl Hafa of mt for somad companass. 3% hER Y 25% AL 20% INEL b 36% VB b 30%
Rty of et fov road cemparvor’ 35% ‘ NI 35% N Y 30%
Aeva alghbiity. Area elgadty B A B AR B AR B AR
-‘ “ =4 "‘ =a .‘ T ‘ T
‘ 5 . 5 e
ERRE:

Partaly lor oemal fate COrversens French teritories totally efigible [2007.2013] TR BIE X (2007-2008) o EEBIMIRANBE R (2007-2013),
peemanant 2oess fot not limited to SMEs AEA: 15% HOIER L RK AR FRRF /ML
mied o SMES thEIA ) 25% B (RARPR T /vl )
brkcsanieed S 35, EATRA BRI ERAMEILLE Bk
partialy for ransitonal Homaal rate: Mg 35% KE b 50% AE o 50%
sl it of i e I 60% SR T0%
Fad r &R X MBI 70% B b 80%
Aeva nigtiiy. | == BRI ERRE:
Ha x2 TS

To find out whether your investment project is located in an area that is eligible for financial support, consult the geographical area
X @ HBFER.

WNIERE T RS R X SRS W EHNEIARE, 1§TFEEE E LMK (DATAR) R (www.territoires.gouv.fr)
questionnaire on the DATAR website (www.territoires.gouv.fr). ‘
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However, some measures may be activated
outside these areas, although they are then capped
at €200,000 per company over three years for
large companies (or the ceiling, described above,
assigned to SMEs).

- Grants for industry and services (Prime

d’aménagement du territoire or PAT)
PAT grants are based on the number of jobs
created. Grants are made on a case-by-case basis,
and take into account the features of each project
(number of jobs created and total amount of
investment).The ceiling is €15,000 per job created
and can only be claimed in a regional aid area
(see “In detail” about PAT grants). Applications
are reviewed by the Interministerial Commission
for Business Location Aid (CIALA).

Interest-free loans for industry: The
purpose of the aide a la réindustrialisation
business development loan scheme is to
fund investment projects throughout France.
The project must somehow contribute to
developing business in or transferring business
to France, diversifying or expanding production
or upgrading industrial processes and may be
associated with the takeover of a company or
establishment.

Projects must amount to an investment of
at least €5 million and ultimately lead to
the net creation of at least 25 permanent
jobs within 36 months. SMEs and mid-sized
companies are eligible (company or group of
companies with fewer than 5,000 employees).
Expenses that are eligible for aid comprise
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Grants for industry and services (Prime d’aménagement du territoire — PAT) ‘
| Tk FIAR %5 10 b 78 (PAT)

PAT grants are distributed by the
DATAR (Délégation Interministéri-
elle a '’Aménagement du Territoire
et a I'Attractivité Régionale) and
are available to businesses for
company creations, expansions,
conversions or takeovers of exist-
ing businesses.

Eligibility:
1. In the case of company creations,

investments on the site designated
for funding must involve either:

a) the net creation of at least 25
permanent jobs if eligible investment
is more than €5 million, or

b) the net creation of at least 50
permanent jobs if eligible investment
is less than €5 million.

2. In the case of expansions or
changes to existing operations,
investments on the site designated
for funding must meet one of the
following conditions:

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

b) the net creation of at least 50
permanent jobs, or

c) eligible investments of at least
€10 million.

3. PAT grants may be available for
takeovers of existing businesses
subject to all three of the conditions
below being met:

a) A severe deterioration in the
local labor market.

b) The planned takeover will
lead to a sustainable, structural
improvement in the competitiveness
of the business and contribute to
the diversification of its customer
base.

c) The takeover involves the
preservation of at least 80 jobs
and eligible investments of at
least €5 million (excluding capital
buyback).

The amount granted may not
exceed the equity of the recipient
company together with any partners’
accounts frozen for the duration of
the investment program.

For more information: Ministerial decree no. 2007-809 of May 11, 2007 relating to the granting of grants (PAT) for industry and services
(list of eligible NAF codes in the Ministerial Order of March 3, 2010). Application dossiers for aid can be downloaded from the DATAR
wehsite. They comprise a letter of intention and a form.
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the pre-tax cost of buildings, equipment and
machines plus internal or external engineering-
related project costs. The building-related
expenses may not exceed 25% of the total
qualifying investment budget.
The aid comes in the form of interest-free
repayable advances. The advances are
deferred for a maximum period of two years
as of the program’s completion date and then
repaid in quarterly installments over five years,
unless the French Minister for Industry makes an
exception after reviewing the case.The CIALA
is responsible for reviewing applications.
For mid-sized companies in regional aid areas,
this measure is capped at 40% of eligible
investment costs, or 60% for SMEs. Outside
of these regional aid areas, aid is capped at
€200,000 over three years for mid-sized
companies and 30% for SMEs.
- Local government support
Local authorities may grant various forms of
support to business investment projects in
regional aid areas.These may include subsidies
or supplements to PAT grants and support to
finance business premises (land and buildings),
such as reduced purchase prices and funding
for real estate projects as part of a lease
contract, within the restrictions applying to
regional aid in the area concerned (15-35% of
the investment depending on the size of the
company). Rent support is limited to €200,000
per business over three years (‘de minimis’).
Local authorities have the power to use the
European aid available in their areas.
=> Main tax and social security contribution
exemptions
The advantage of tax and social security
contribution exemptions is that they can be
triggered automatically by the company as soon
as the required conditions are met.
Tax exemptions apply to the local economic
contribution (CET) and/or corporate tax as
well as property tax.
- Exemptions from the CET and/or corporate
tax are generally subject to authorization by
the local authorities. Their decision stipulates

the duration (between two and five years) and
the extent of the exemption being granted.
Some exemptions do not require authorization
by the local authorities and apply automatically
for a five-year period.

- Corporate tax exemptions are possible in some
regional areas, mainly in military restructuring
and high-unemployment areas, and last for
seven years. Investors taking over a distressed
industrial business receive a two-year corporate
tax exemption.

- Social security contribution exemptions
consist of reduced employer contribution rates
which require investment projects to be located
in areas particularly affected by economic
restructuring programs. In cases where projects
are located both in EU-recognized regional aid
areas and in these priority development areas,
the social security contribution exemptions can
be combined with the measures described above
in EU-recognized areas. Otherwise, exemptions
are limited to €200,000 per company over a
three-year period (‘de minimis’).

- Public-sector redevelopment companies
Several large public-sector industrial groups have
set up industrial redevelopment companies to
support economic development in their regions
(e.g., SOFIREM, FINORPA, SODIE, SODIV).
These companies provide support to new
investors in the form of medium- and long-term
loans, sub-market rates, unsecured lending,
and equity funding through the acquisition of
temporary minority interests.

.2. Support for investment and job
creation outside designated regional
aid areas

In the rest of France, support for investment
may still be possible for small and medium-
sized companies. Aid is capped at 10% of the
investment for medium-sized companies and
20% for small companies (or €200,000 over
three years if this is more favorable). If a large
company is behind the project, aid is capped at
€200,000 per company over three years.

RECEIVING FUNDING FOR TRAINING AND RECRUITMENT
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->Support for SMEs: France’s central
government and regional authorities may
grant subsidies to small and medium-sized
companies to help them purchase technology-
rich equipment. Such support is available
throughout France, and it is particularly
focused on designated regional aid areas.

= Real-estate support for SMEs or large
companies (except for lle-de-France,
excluding deprived urban areas (ZUS) or rural
regeneration areas (ZRR))

-> Support can also be provided through
the European Regional Development
Fund (ERDF) if the Operational Program,
negotiated region by region, has been approved
by the European Commission.

- Loans and guarantees for SMEs and/or
mid-sized companies depending on the
company’s project: for example, SMEs and
companies with fewer than 500 employees
(owned by a mid-sized company) are eligible
for an unsecured low-interest regional
regeneration loan (prét pour la revitalisation
des territoires — PRT). PRTs are designed to
support investment programs that create or

Training aid rates

maintain jobs (to develop business, take over
a facility, make extensive modifications to a
production process, diversify production or
raise working capital) in areas that qualify for
this measure upon request from the State
Prefect (see zoning for the French regional
regeneration fund). Loans range from
€100,000 to €1 million over a maximum
period of 10 years and must be associated
with foreign funding (co-financing rule).

Il. Receiving funding for training
and recruitment

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

[I.1. Funding for job creation
Il.1.1. Government employment funding

Businesses of all sizes can receive support for job
creation unrelated to any investment project.

Targeted training: Training with direct application to the employee’s tasks and developing
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skills not transferable to other businesses or other types of work. 5% 3%
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 or 50% 10%
positions and thus significantly enhancing the recipient’s employability.

General training in regional aid areas 55% 15%
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The main forms of funding in this area are:

-> Exemptions or relief on social security
contributions, with a particular focus in certain
regional aid areas: urban regeneration areas
(ZRU), rural regeneration areas (ZRR), urban
enterprise areas (ZFU), military restructuring
areas (ZRD) and, since January I, 2007,
employment priority areas (BER).

—> Subsidized employment contracts which may be
aimed at specific employees and, depending on
the contract, qualify for contribution exemptions
and/or subsidies (e.g. ‘professionalization’
contracts or integration contracts).

I1.1.2. Employment incentives

Some forms of aid and partial exemptions
from social security contributions depend on
the category of employee recruited. They are
granted automatically and independently from
the investment incentives described above. In
this respect, reduced employer contributions
for low-wage earners mean that companies
pay reduced social security contributions
for wages under 160% of the minimum wage
(SMIC).These reduced employer contributions
amount to around 2 1% on behalf of employees
being paid the minimum wage.

[1.2. Funding for employee training

Enhancing workforce skills is a key priority in
France and this is reflected in a variety of programs
to support business training initiatives.

These programs can partly cover costs including
payments to training leaders, travel expenses for
training leaders and employees being trained,
other overheads, depreciation of training
equipment, related consultancy fees and the time
taken off work by employees being trained.
The level of funding depends of the type of
training and the size and location of the business
(see "In detail": Training aid rates).

To benefit from maximum allowable levels of
support for their training programs, companies
of all sizes may take advantage of the various
forms of aid described below.

-> Aid from local authorities.

=> The National Employment Fund (Fonds national
pour emploi — FNE) intended for companies
experiencing financial hardship whose employees
have urgent training needs.The competent local
employment authority (unité territoriale) may
provide support for a variety of initiatives:

- Training initiatives providing between 50
and 1,200 hours of theoretical and practical
training.

- Initiatives helping employees adapt to a new
position requiring 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. The
initiatives can be co-funded by government
support of up to 50%.

=> Tax credit for spending on management
training in SMEs. This applies to individual
entrepreneurs, managers, CEOs and directors
of SMEs.The tax credit is limited to 40 hours of
training per year. Depending on circumstances,
it may be offset against personal income or
corporate tax.

= EDEC professional development contracts.
Businesses can also call on their professional
and inter-professional organizations to receive
technical and financial support covering 25%
to 80% of training expenses.

=> Companies can also receive training support
for future employees through the Pdle emploi
(National Employment Office). The pre-hiring
training initiative (action de formation préalable
a l'embauche — AFPE) and operational hiring
program (programme opérationnel d'embauche —
POE) are training subsidies employers receive
once the employee they choose to hire has been
fully trained (subject to certain conditions):

- support of up to €5 net/hour for internal

training, up to €2,000 per employee;

- support of up to €8 net/hour for external

training, up to €3,200 per employee.

RECEIVING FUNDING FOR TRAINING AND RECRUITMENT
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The AFPE and the POE are granted at the
discretion of the local branch of the National
Employment Office.The professional development
joint collection agency (organisme paritaire
collecteur agréé — OPCA) to which the company
contributes can add to this funding to cover all
or part of training costs.

Where the amount of support granted to a
company exceeds €2 million, the European
Commission must be notified.

lll. Receiving support for
innovation, research and
development

France has adopted an industrial policy with a
strong focus on support for research, development
and the capacity for innovation of businesses
operating within its borders.

Government support for innovation, research
and development in the private sector is chiefly
provided by the research tax credit. This is
calculated at 30% of annual research expenditure
on R&D operations carried out in France.

In addition to this general tax environment, the
French authorities have created state funding
tools for R&D projects within the EU framework.
The Ministry for the Economy, Industry and
Employment, the Ministry for Higher Education
and Research and the Ministry for Ecology,
Sustainable Development,Transport and Housing,
assisted by public-sector organizations, including
the National Research Agency (Agence Nationale
pour la Recherche), the Industrial Innovation Agency
(Agence pour l'innovation industrielle) and OSEQ, are
ready to act. Regional and local authorities can
provide additional support in this area.

These support measures help finance corporate
R&D projects throughout France.

R&D aid rates
1
omp | i (
0 0 DIO 1
DIO
Fundamental research 100% 100% 100%
Industrial research 50% 60% 10%
_g Industrial research involving cross-border cooperation between
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E
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research hody
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OSEO SUPPORTS BUSINESS GROWTH AND INNOVATION | OSEO I #H il & < Fu 6l

OSEOFrench innovation agency OSEO has been charged by
the French State with helping companies grow and become
more competitive.¥* OSEO steps in on “risky projects”
where the capital market falls short and positions itself to
work as a partner with banking and financial institutions.

It was allocated additional funding in 2010 under the French
government’s “National Investment Program”.

A range of financial products geared to the needs
of companies

OSEO works in three complementary areas: (|) support
for innovation, (2) guarantees and (3) joint financing (with
commercial banks). This unique combination allows it to
offer a range of solutions to help companies at every stage
of their development, from starting up to their sale to a
new owner.

I. Innovation support

OSEO supports innovation through its direct-financing
products: interest-free loans, repayable advances and
grants. For the most ambitious projects, which require
collaboration between companies, OSEQO’s special “Strategic
Industrial Innovation” (ISI) program provides per-project
support of up to €10 million. This support takes one of
two forms:

- Grants of up to 50% of eligible expenses, solely for
activities relating to industrial research.

- Repayable advances of up to 40% of eligible expenses
(plus a 10% bonus in certain cases) for experimental
development.

Since 2010, OSEO has also managed the Interministerial
Fund (FUI), which provides financial support for France’s
innovation cluster programs.

2. Bank loan guarantees

OSEQ’s second focus is providing loan guarantees to banks
and venture capitalists in order to make bank loans and
venture capital more available for high risk projects. OSEO
supports bank lending by shouldering between 40% and
70% of the risk, depending on the type of project.

3. Financing in partnership with commercial banks

OSEQ’s financing activity complements that of commercial
banks with a range of standard and mezzanine loans for

financing intangible investments. In that connection, it
provides uncollateralized, deferred-payment loans for up
to €3 million.

Additional funds now available under the
“National Investment Program”

OSEO will play a major role in implementing the
French government’s “National Investment Program”.
A total of €2.44 billion has been allocated under this
program to strengthen our response capacity in our
three action areas, including €1 billion for Participatory
Development Contracts, €300 million for Subsidized
Green Loans and €300 million for the Innovation
Cluster Pivotal Project (PSPC) program.

- Participatory Development Contracts are for companies
with a more than three-year track record and fewer
than 5,000 employees.They are intended to strengthen
a company’s capital structure in order to improve
its investment capacity. With a scope of between
€300,000 and €3 million, they are systematically
combined with third-party financing (banks or venture
capitalists). The Participatory Development Contract
is a seven-year, uncollateralized loan with two-year
deferral of payment.

Subsidized Green Loans are financial products designed
to support strategic investment projects with an
environmental component. They are for companies
with a more than three-year track record and fewer
than 5,000 employees. With a scope of between
€50,000 and €3 million, they are systematically
combined with third-party financing. The Subsidized
Green Loan is a seven-year, uncollateralized loan with
a subsidized interest rate and two-year deferral of
payment. OSEO has set up an auxiliary guarantee
mechanism to make it easier to arrange supplemental
bank financing.

Under OSEQO’s stewardship, the PSPC program uses
grants or loans to fund targeted R&D projects that can
shape existing manufacturing sectors or lead to the
emergence of new ones. Projects selected under a call
for proposals will be those that have solid marketing
potential. They will involve systematized cooperation
among several companies, including at least one SME.

*0SEQ supports independent companies with up to 5,000 employees
(SMEs and intermediate companies).
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[1I.1. Aid for R&D available throughout
France

Subsidies may cover a portion of R&D
expenditure including related payroll expenses,
equipment procurement, expenses for
contracted research, intellectual property and
patent rights, as well as overheads. The level of
support depends on the stage of R&D underway,
which may concern fundamental research,
industrial research or experimental development.
Government contributions to large businesses
conducting shared experimental R&D projects
may cover up to 40% of the total cost.

[1.2 Existing government support for
R&D projects

To benefit from maximum permitted levels of

support for their research and development

programs, businesses may take advantage of the

various forms of aid described below:

=> Regional development grants for research,
development and innovation (Prime d’amé-
nagement du territoire — PAT) can be as much
as €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 leading to the net creation of
at least 20 permanent jobs or eligible expendi-
ture of at least €7.5 million.

=>Grants from the Ministry for the
Economy, Finance and Industry (Company
competitiveness fund; R&D strategic line for
international projects with high value added)

Aid for research and development in innovation clusters
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Innovation clusters bring together
entities from the industrial, scientific
and public-sector communities
working in the same region. They
are a source of innovation as their
proximity encourages the spread
of information and skills, thereby
facilitating the emergence of more
innovative projects. They also boost
France’s investment attractiveness
given the international profile
generated by such a concentration
of stakeholders.

Businesses participating in one
of France's innovation clusters
and conducting an R&D project

approved by that cluster may be
eligible to receive subsidies from
public organizations supporting
R&D. Limits on subsidies for an
experimental development project
are raised from 25% to 40% when
the project is conducted within an
innovation cluster.

Businesses may also benefit from
tax exemptions amounting to as
much as €200,000 per company
over three years, provided they are
in an area eligible for R&D support,
through:

=>full exemption of capital gains
duly declared by the company,

Subsidized R&D employment contracts

CIFRE (Conventions Industrielles de Formation par la Recherche) contracts offer post-graduate students an
opportunity to prepare their doctorate in the workplace, which receives an annual fixed grant of €14,000.
These contracts are administered by the National Association for Technical Research (Association nationale

de la recherche technique).

GOVERNMENT SUPPORT FOR BUSINESS

after deduction of losses carried
forward for businesses subject to
corporate tax (impdt sur les sociétés
or IS), over 36 months and a 50%
exemption over 24 months;

=>full exemption from IFA (impdt
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 the
local economic contribution (CET)
and property tax on construction
projects over a period of five years
(exemption not offset by central
government).
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=> OSEO support for SMEs and mid-sized
companies is in the form of grants, repayable
advances or assistance towards the recruitment
of R&D personnel.

-> National Research Agency (Agence nationale de
la recherche) assistance 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 support 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 zero and the bond-
market average.

=> Support from the ADEME (French Environment
and Energy Management Agency) for R&D
projects, in particular for R&D project feasibility
studies.

=>Support for innovation in service-sector
processes and organization may be available from
local authorities and the DATAR. Limits are 5%
of related spending for large companies, which
can only benefit if they are working with an SME,
25% for medium-sized companies and 35% for
small companies.

=>New innovative companies receive special
benefits to encourage their development in
France (tax relief, social security contribution
exemptions, and exemptions on capital gains
from equity transfers).

IV. Support for environmental
investments being developed

French authorities may award grants for investments
which seek to exceed the legally required minimum
environmental standards.

These subsidies may cover up to 50% of expenditure
for large companies and 60% for SMEs. In principle,
the amount of support is calculated according
to the additional investment costs arising from
environmental protection. Depending on the

measure being claimed, any profits or operating

costs associated with the additional investments

may have to be deducted from this base.

Eligible investments are expenditure on property,

plants and equipment to reduce pollution,

noise, odors, and to protect the environment.

Consideration may also be given to expenses

relating to technology transfers through operating

licenses and the acquisition of expertise, patented
or otherwise.

The level of funding depends on the type of

investment for environmental protection:

—> SMEs may receive funding of up to 15% for a
period of three years to support investments
to meet EU standards;

=> Companies may also receive decision-making
aids (pre-diagnostic, diagnostic and project
study) for a range of areas, including waste,
air pollution, noise control, energy efficiency,
renewable energies, polluted sites and grounds,
transport.

=> Businesses of all sizes may receive support
covering up to 30% of investments which
exceed applicable EU standards;

> Three types of investments may benefit
from higher rates: energy saving investments,
combined heat and electricity generation and
investment in renewable energy may benefit
from investment support of up to 40% of
eligible costs.

=> Investments in renewable energy sufficient to
supply an entire community may benefit from
aid covering up to 50% of total spending.

=> Government agencies and other public bodies able
to provide support for environmental investments
include the Agency for the Environment and
Energy (Agence de l'Environnement et de la Maitrise
de I'Energie -ADEME), the Water Agency (Agence
de Eau), and guarantee funds for investments
in energy savings and renewables (FOGIME and
FIDEME).

SUPPORT FOR ENVIRONMENTAL INVESTMENTS BEING DEVELOPED
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