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The French Ministry of Finance published on August 24, 2010 various binding
guidelines concerning the French tax treatment of certain Islamic finance transactions.

These guidelines discuss the corporate income tax, withholding tax, VAT, registration
tax and business tax treatment of four categories of Islamic finance transactions:

e Murabaha transactions on real property, shares, machinery and inventories
and commodities;

o Sukuk transactions and other comparable transactions such as indexed
loans;

e ljara transactions; and
e Istisna transactions

The guidelines concerning Murabaha and Sukuk transactions are updated versions of
former guidelines published on February 25, 2009 whereas the guidelines concerning ljara
and Istisna transactions are entirely new.

The French tax authorities agree to treat such transactions similarly to traditional
financial transactions for French tax law purposes. Their intent is to limit as much as possible
the tax costs related to such transactions in France so that their tax treatment is as close as
possible to that of comparable conventional financing transactions, in particular regarding
Murabaha, Sukuk and Istisna transactions.

The content of these four guidelines is binding on the tax authorities, and therefore
transactions can already be carried out in reliance upon them.

Our Paris office has developed significant expertise in this area, in particular through
participation in the Ministry of Finance working group dedicated to the introduction of
Islamic finance in France, whose work served as the basis for those guidelines. These new
guidelines create new opportunities for shariah-compliant investments in France.

Please do not hesitate to contact Arnaud de Brosses (+33 1 40 74 68 25), Anne-Sophie
Coustel (+33 1 40 74 68 17) or Gamal Abouali (+33 1 40 74 69 30) in our Paris Office should
you have any questions concerning the above.
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