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TAX ALERT 

September 3, 2013 

The French tax administration issued guidelines on the 

general limitation to deduction of financial expenses 

for corporate income tax purposes
1
. 

 

These guidelines detail the scope of expenses subject to the “general 

limitation” of 85%/75%
2
  on the following major items : 

1. Remuneration and fees in exchange for ancillary services 

additional  to  receivable/amounts made available (for example  

administrative fees or broker fees) are not subject to the general 

limitation ;  

2. The income or expenses paid pursuant to an interest swap are 

subject to the general limitation. 

 

The application of the general limitation of 85%/75% shall be 

computed carefully, as long as (i) this limitation is applicable after 

the thin capitalization rules
3
 but (ii) this limitation may concern 

financial expenses which are not subject to thin capitalization 

limitation rules
4
. 

                                                           
1 
BOI-IS-BASE 35-40 (6 August 2013) 

2
 Pursuant to article 212 bis of the French Tax Code and providing for a 

reintegration/add-back of net financial expenses up to 15% for FYs closed as 

from December 31, 2012, and up to 25% for FYs opened as from January 1st, 

2014 (general limitation applicable provided that the net financial expenses 

amount at least to 3 million euros) 
3
 For interest reintegrated/added-back on the FY concerned as well as for interest 

reintegrated/added-back to tax result of previous FYs, carried-over and actually 

deducted on the FY concerned (BOI-IS-BASE 35-40 n°60) 
4
 For example, financial expenses related to a bank loan  which is not in the scope 

of the thin-capitalization rules according to the security package of the loan 
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