PRIOR TO ACQUISITION

SOME PRELIMINARY QUESTIONS

- Financing: own funds or debt?
- How to structure the acquisition?
- How will the investment be taxed?

- Type of property: land, buildings or shares?
- Use: primary or secondary residence?

- Goal: private or rental use?

- Type of property: commercial or residential?
- Investment horizon: short or long term?

The situation must be analysed in the lLight of your tax residence,
the double tax treaties in force and the goals pursued. Each project
requires a specific analysis by our experts.

UPON ACQUISITION

ACQUISITION OF AN "OLD”
PROPERTY

Stamp duty of 5.09%
ﬁ or 5.80% depending

on the place of

acquisition

ACQUISITION OF A “"NEW”
PROPERTY OR PLOT OF
LAND

n 20% VAT and
0.715% stamp duty

Costs of arranging finance (mortgage, etc.)

ACQUISITION OF SHARES IN
A PROPERTY COMPANY

ﬁ 5% stamp duty

DURING OWNERSHIP

PROPERTY TAX
(“TAXE FONCIERE")

This tax is payable by
the owner of the

property

Taxation of rental income varies

COUNCIL TAX
(“TAXE D'HABITATION")

This tax is payable by the
occupier of the property (for
property used as second
housing)

according to:

- the type of ownership (direct or through a company)

- the type of rental (furnished or unfurnished)

Rental methods
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Unfurnished Furnished
rental rental

F different systems exist for
determining the tax base

lIncome tax

Progressive
scale Marginal
rate 45%

(“Impbt sur le
revenu” - IR)

contributions
(“Prélevements
sociaux” — PS)

17.2%

Social security [l Exceptionnelle

Contribution

sur
les Hauts
Revenus

(CEHR)
0%-3%-4%

Sociéteé civile
immobiliere (SCI)

subject to income
tax

:

Unfurnished

I<_

rental

Furnished Unfurnished
rental rental

Company subject

to corporation
tax

\ 4 l
Furnished
rental
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CORPORATION TAX (“IMPOT SUR
LES SOCIETES” — IS)

15% up to €42,500 25% above that
amount

Tax that may be due

Tax on all individuals who own property directly or indirectly (e.g. through companies)
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French tax Impatriate non-French tax
resident French resident resident

l l l

French and foreign French properties on[_y French
properties for the 5 firgt years of properties onLy
residence. Then French and
foreign properties

TAX BASE

NET ASSET VALUE = ASSETS -
LIABILITIES
(Value at 1 January)

THRESHOLD FOR TRIGGERING IFI

NET ASSET VALUE = €1.3m

30% allowance for primary
residence

IFI TAX RATE

PROGRESSIVE SCALE RANGING
FROM 0% TO 1.5% FOR AMOUNTS
OVER €10M

Strict rules for
determining deductible
liabilities

Possibility of reducing IFI through donations to certain organisations

TRANSFERRING THE PROPERTY

Are the capital gains taxable?

SECONDARY RESIDENCE
OR RENTAL PROPERTY

PRIMARY RESIDENCE

Capital gains exempt Capital gains taxable

Taxation of capital gains

Direct ownership or through

Ownership by a

an SCI subjectto IR

company subject to IS

Net taxable capital gains = Sale price - Acquisition price Net taxable capital gain =
Sale price - Net book

& Legal fees
value

Acquisition costs

Cost of any works

PS=172%

Tax due:

IS=15%/25%

IR=19 %

Surtax on large capital gains
greater than EUR 50,000

CEHR

The gain is reduced by an annvual allowance after
5 years of ownership:

Some key points

- Duties are payable on the market value of the property transferred
- Duties are payable according to the family relationship:
o Direct line gift/ inheritance: progressive tax scale with a marginal rate of 45%
o No inheritance tax is due for inheritance between spouses
- Allowance of €100,000 per child and per parent / €31,865 per grandchild and per grandparent

Transfer of bare ownership while retaining usufruct

What are the benefits?

- Lower duties because they are payable on the value of the bare ownership only (which depends on the age of
the usufructuary)

- The usufructuary retains the right to dispose of the property and receive the income

- On the death of the usufructuary, the bare owner receives full ownership without paying any additional tax

Usus gives the right to use the

- property and live in it.
-
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3 % Fructus gives the right to receive
= the income (i.e. rent).
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I 2
& —
" ‘ Abusus gives the right to dispose
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< u of the property.
i ABUSUS
u At the age of 63, a parent donates bare ownership of a
% property worth €2 million. The value of the bare ownership
< is estimated at 60% of the value of the full ownership; duties
o will therefore only be payable on €1.2 million.

OUR EXPERTS CAN HELP YOU ACHIEVE YOUR GOALS

Whether it’'s financing a project or analysing your personal situation,
our credit and wealth planning experts are on hand to support you
in the face of ever-changing regulatory and market environments.




