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Disclaimer:

The information contained in this document is offgby generic nature and should not be consideret up
as legal advice.

Individual circumstances may vary and therefore sloould obtain advice pertinent to your personal
position.

Property Translations accepts no liability (in eant or tort) for anyone choosing to act on theteonof
these pages.
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Introduction:

With a view to assist our customers throughoutpilniehase or the sale of a
property in France we have prepared some pradieplby-step guidelines.
We aim at offering our customers a clear understagnof what their options
are. Of course, if need be further professionalicGdis also available on
request.

Understanding the Role of a French Estate Agent

The role of an estate agent comprises of two maigtions: that of an agent
acting on behalf of a principal and that of a mehdan. An agent acts on
behalf of his clients under a contract of agenayaiview to rent out or sell

properties. His role is to see that landlords nteeints and vendors meet
purchasers.

Strict Professional Regulations

Unlike the United Kingdom, estate agents in Fraameefirmly regulated by
statutes like the "loi du 2 janvier 1970" knownlLas Hoguet which is much
tougher than the Estate Agents Act, 1979, in théddnKingdom. It is
compulsory for an estate agent to be registered thi¢ local "Prefecture”
(local police authority). After approval, "cartesofessionnelles" are issued
to agents. A "carte professionnelle” is a profesasidicence that every agent
must hold to perform property management tasksaahds a middleman.

Furthermore, membership of a professional bodymepulsory. The name
of such professional bodies, the "bareme" (scallees) and the details of
the "carte professionnelle" must be clearly dispthin every agent's office.

Anyone wishing to become an estate agent must tigggt professional
criteria in terms of ability and integrity. In adidn, every agent is obliged to
be covered by a financial guarantor and a profassimsurer, the names of
which must be also clearly displayed.

To recap, here is a list of the requirements adfrastate agent must meet
to obtain a "carte professionnelle":
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Professional attitude and knowledge, ability anegnty, registration with
the local trade register, membership of a profesdiassociation, financial
guarantee, professional insurance, and registratwith the local

"Préfecture”.

The estate agent plays the role of an intermedityveen vendors and
purchasers or landlords and tenants. The aim afyant is to get every party
to agree on a price and a property. The agentactsehalf of a vendor
under the terms of a "mandat” (agency agreementghwhllow him or
anyone he may substitute for himself, to arrangepfoperty viewings and
advertising, like for instance, installing for sdleards on properties, and
putting ads in newspapers or websites.

An agent's portfolio of properties for sale shouliclude accurate
descriptions. Agents perform property searchesdbasgrospective buyers'
criteria throughout their portfolios. Where appiiapr, agents may negotiate
the terms of a sale agreement with a view to ptdtee interests of both
parties.

Upon viewing a property, either to rent or to bpggspective purchasers or
prospective tenants are asked to sign a custonteny de visite" (viewing
agreement) which is an agreement between them laid dgents. Such
documents stipulate that clients have agreed tw &i@roperty via the estate
agent instructed to sell it and that they will agfr from approaching the
vendor or the landlord directly.

Home Buying in France

1) Home Buying Process:

First Stages:

First, the vendor and the purchaser have to reachgeeement on a price
and a property. Then, French property laws stipukatprovisional sale
agreement (a private deed often called a "comprdemigente” or "acte sous
seings privés" and sometimes compared to a binldickrout agreement)
must be prepared. It is often prepared via a "ngtgFrench solicitor). A
notaire acts as a solicitor or a licensed convesanklowever, unlike
solicitors, notaires are compelled by law to acstmpartiality between the
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parties. In fact, a notaire will act for both pest the vendor and the
purchaser.

Please note that "Compromis de vente" may alsorbe/rdup by estate
agents. The agent may charge the purchaser orethgow for drafting the
deed.

A "compromis de vente" sets forth every aspecthefttansaction including
any additional clause or any special provision.

A "compromis de vente" belongs to a type of agraedrtiee French refer to
as "acte sous seings privés" (private deeds). @llpjca "compromis de
vente" is mutually binding and subject to condisoprecedent, e.g. the
obtention of a loan.

Upon signing a "compromis de vente" the purchaser to put down a
"dépbt de garantie” (usually it is a 9% depositictsdeposits are payable to
the notaire instructed for the conveyance and &e@n escrow account.

What matters is that once a "compromis de ventesigeed, vendors are
compelled to sell. However, pursuant to French la®. "loi SRU"),
purchasers benefit from a "délai de réflexion" dwoit de rétractation” i.e. a
seven day cooling-off period until the end of whmlrchasers may pull out
off a "compromis de vente" at any time without imowy any financial
penalty.

In addition, if a purchaser is refused a mortgdgeshe may also withdraw
from the transaction without penalty.

Further Stages:

Two or three months after the signature of a proma sale agreement,
after completion of all the paperwork and once amg-emption right has
been expressly waived by every beneficiary of sughts, the parties must
meet once more before their notaires in order tocged with the
conveyance and sign "l'acte définitif" (transfered® This stage is
sometimes compared to an exchange of contracts.

A copy of the "acte final" (transfer deed) is thgimen to the purchaser, a
copy is also sent to the local "Bureau de ConsEnvales Hypotheques"
(Land Registry).
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Original copies of transfer deeds are kept withlonitation of time at
notaires' offices.

At this stage, purchasers must transfer the owtstgrbalance of the total
amount to be paid for the property they are buymg the notaire's escrow
account.

Every document required by law is appended to &ute"définitif" (transfer
deed). Vendors and purchasers must be presenhéosigning of such
deeds. However, a power of attorney may be givea tepresentative for
this purpose.

Local Authority Search

A local authority search must be carried out thghdy and its results
returned to the instructed notaire before finahsigs. Local authorities and,
if the property for sale comes with a substantiat pf land, a special "land
agency" called "SAFER" (the acronym stands for i&g&cd'Aménagement
Foncier et d'Etablissement Rural”; its role is &xide whether agricultural
land should remain in agricultural use) may exerdieir pre-emption
rights. Where such rights are exercised, notaiedsrm deposits in full to
purchasers.

2) Costs:

Agency Fees

Prices displayed by estate agents are often "&agence inclus (FAI)" i.e.
prices are inclusive of agency fees regardless loéthner such fees are
payable by vendors or purchasers.

Notaires' Fees

Upon sale completion notaires levy stamp duty. $taiaty is calculated
according to a sliding scale of fees "le barémedtaes then add their own
fees. The bottom line is that combined with stampydhe aggregate fee
amounts to approximately 7% of the price of theldmg (i.e. notaires do
not charge fees for the purchase of chattel oropaitgroperty).
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Resorting to an "hypotheque" (mortgage) adds apmately another 1%
extra to the overall amount.

Local Taxes on Property (rates, council tax etc.)
In France, two types of taxes are levied on regperty

"Taxe d’habitation” (closest equest in the UK: council tax):
This local tax is paid yearly by property occupi€fandlords or their
tenants) on January 1st.

"Taxe Fonciere" (land and improvaad tax): Unlike the "taxe
d'habitation” the "taxe fonciere" is payable by diamds regardless of
whether properties are rented out or not. Suchafgpties to both land and

buildings. It is shared between vendors and pusssgsro rata temporis i.e.
according to the date of sale completion. It isallgypaid in autumn.

3) Notes:

Public Utilities:

On request, the estate agent may arrange for cbhongdo public utilities
and water, electricity, gas and telephone subsongt(including "adsl" aka
broadband).

It should be borne in mind that new phone numbeay tve given when
there is a change in telephone contracts.

Insurance:

Buildings must be insured by purchasers. At theskatbuildings must be
insured by purchasers on the day of sale complétipon signing transfer
deeds i.e. when keys are handed over).

General Points:

We recommend all money transfers be conducted \nady with a sound
reputation like Swift Euro Transfer for instance.
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Money should be transferred approximately one wesfkre completion to
ensure that funds are in the escrow account ohditare instructed for the
conveyance by the day of sale completion.

If buyers are refused their mortgages, they mayhdwetw from the
transaction without any financial penalty.

Usually when signing a "mandat" (i.e. contract gklacy) vendors are
reminded they must provide:

- A building "diagnostic de performance énergétigD®E)" i.e. an energy
performance certificate. DPEs are mandatory whdimgeenclosed and
covered buildings. A DPE is valid for 10 years.

- If the property sold is owned "en copropriété'fgam of ownership close
to the commonhold in the UK) a Loi Carrez report dacument that
describes accurately the living space of a unitinandatory. There is no
limit of validity for such documents.

Before signing a "compromis de vente" (provisiorsale agreement),
vendors must also provide a home information pack.

- Where buildings were granted their planning eondefore July 1st 1997
asbestos reports are mandatory. There is no lifivadidity for such
documents, unless additional work is carried otgrafards.

- Where residential buildings were granted theanping consent before
January 1st 1949, "constats de risque d'exposi@ionplomb" (CREP)
(reports concerning the risk of exposure to lead)aso mandatory. Such
documents are only valid for one year.

Upon Signing a Transfer Deed:

Pursuant to local regulations issued by "préfesturélocal police
authorities) an "état parasitaire” (timber infestatreport) may be required.
Although such surveys may not be obligatory werghp recommend that
they be carried out nonetheless. Such documentmarevalid for 3 months.

Unlike Spain, purchasers in France are not lialde possible debts
contracted by vendors.
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Purchasers are free to choose their own notaires.therefore possible to
Instruct 2 notaires, i.e. the vendor's notaire s@lter's notaire, to carry out
the conveyance. This does not increase notaires. fdotaires' fees are
simply shared between both notaires even when oméyof them actually
arranges for conveyancing.

It should also be borne in mind that French priypamws forbid any form of
gazumping or gazundering once a "compromis de Véate been signed.

Administrative Documents

1) "Mandats" (agency agreements) Are Obligatory:

The Estate Agent Must Hold a "Mandat":

Pursuant to French law, prior to any negotiatiod pnor to engage himself
In any transaction an estate agent must obtairtenriinstructions from
vendors, i.e. the agent must hold a "mandat" (agagoceement).

Such rules also apply to property management #esvioo (e.g. letting).

Under the "loi Hoguet" (French Estates' Agent At commission, no
payment whatsoever may be claimed by an estatet agdrout a valid
agency agreement. To be valid an agency agreemasttcomply with the
strict provisions set forth in the "loi Hoguet". kémver, an agent engaged in
a transaction without a valid agency agreemerdldd to criminal charges.

Dual Commission:

It may happen that an agent has signed an agemegragnt with both a
purchaser (buyer-agency agreement) and a venda@ndgwgagreement).
According to a ruling from the Cour de cassatiore(lEh Supreme Court of
Appeal) agents who successfully complete their iomssare entitled to both
commissions.

French estate agents are compelled to issue aggmegments in a specific
order:

A chronological number must be assigned to each@gagreement issued.
Regardless of the transaction outcome such issuamnmoéers must then be
copied out on a "registre des mandats" i.e. a papan electronic register
that each estate agent must carefully keep for d&r.yA copy of each
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agency agreement must be retained by the agertlamdn sequence along
with every other agency agreement.

It is an obligation for an agent to follow such pedures on pain of being
refused his/her fees.

2)"Le bon de visite" or Viewing Agreement:

A "bon de visite" (viewing agreement) is a custoynaocument that
prospective purchasers are required to sign be&fem@ng a property. Estate
agents use such documents as a proof that propemyngs have been
arranged via their agency.

Viewing agreements are essential to prevent puethafrom dealing
directly with vendors and thus dodge agency feeseM\signing a "bon de
visite", prospective purchasers agree to view tiopgrty they are interested
in with the assistance of the agent instructedHersale.

A "bon de visite" (viewing agreement) must inclutieee essential pieces of
information:

- The identity of the prospective buyer (or thesoer who is going to view

the property);

- The address of the property to be viewed anded thescription;

- The issuance number of the "mandat” (agency agef signed between
the vendor of the property to be viewed and thalge/she has instructed.

3) Making an Offer:
In France a prospective purchaser may make ane"dffichat" (a simple

bid) or make a "promesse unilatérale d'achat" (mttem) or offer to
purchase.

A "promesse unilatérale d'achat" is a formal ages@mwhereby a
prospective purchaser pledges to purchase a pyogeatfixed price.

4) "Compromis de vente" (mutually binding provisional sale agreement):

Once a vendor and a purchaser have reached amgeen a property and
its price the next step is to sign a "compromisvdete” (mutually binding
provisional agreement).
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Where properties are not sold off plan, "comproogsvente" have to be
arranged. Under such agreements, properties aen taltaight off the
market for the sale duration i.e. they are off tharket during the time
needed by notaires to collect every document reduor final signings.

"Compromis de vente" are usually drawn-up by netawr, sometimes, by
estate agents.

5) "Délai de rétractation” (Cooling-off Period):

Since June 1st 2001, non-professional purchasersmitled to a 7 day
cooling off period to think over their decisionliay:

* A cooling-off period begins once a "compromeyvente” or a "promesse
unilatérale” has been signed. During this periodcipasers may exercise
their rights to terminate such agreements withoatiiring any penalty and
get their deposit back.

Cooling-off periods apply regardless of whethercanipromis de vente" is
signed as a private or a notarized deed.

Buying New Build Homes

1) Signing a "contrat de réservation” (reservation agreement):

Buying new build homes in France is quite similabtiying off plan in the

UK. First, you need to pay a deposit and sign atted de réservation” i.e. a
reservation agreement. A reservation agreemenbdtiriegal requirement
but it is a necessary step. A reservation agreemsenbt binding as the
purchaser has the right to pull out of the saleweicer, in that case,
pursuant to tight regulations in France, prospecpurchasers are likely to
lose their reservation deposits.

Contents:

On pain of being declared null and void, a res@maigreement must state:

-The approximate living space,

-The number of main rooms and the nature @fryesecondary room
(outbuildings, utility rooms etc...)

-The particulars of the unit (i.e. floor, Ing space, lot number...) if the
building is held "en copropriété" (commonhold).
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-The estimated price of sale and the termseumdhich it may be
reviewed.

-Technical facts regarding fixtures, fittingsd the material to be used for
the construction.

- Scheduled completion date.

-Any of the loans vendors may undertake to iabtan behalf of
purchasers must be mentioned.

On top of these legal requirements, vendors may attitional clauses.
Although these clauses may not always be statetbéals of sale, they are
enforceable afterwards.

This is why purchasers should press for additienéten clauses regarding:
- Date of work completion
- Date of property handover
- A schedule of payment dates
- A firm price
- Particulars of requested loans

Purchasers should add to such agreements a “"@ondguspensive"
(condition precedent) regarding their requestedigages. It is advisable
such conditions set out that where purchasers edusead their mortgages
they automatically get their full deposits back.

2) Putting Down a Reservation Deposit:

The amount of a reservation deposit depends oddteeof sale completion.
When signing a reservation agreement, the furthercompletion date the
cheaper the reservation deposit. Moreover, purst@anErench law the
amount of a reservation deposit is capped.

- 5% of the total price if handover occurshmta year,

- 2% if handover takes place between onewand/ears,

- Beyond such time frames no deposit may Qaasted.

*** Should property developers go bankrupt, pura@rasdeposits are not at

risk. Their money is safely kept on their behalgasan escrow account held
by a notaire or a bank.

3) Withdrawing from an Agreement:
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Under French law, purchasers benefit from a 7 amfirmg-off period i.e. a
purchaser may terminate a reservation agreememwadyyof a registered
letter at any time during the first 7 days follogithe signature thereof and
get his/her full deposit back without incurring gognalty.

Once 7 days have expired, a purchaser may not riatenia reservation
agreement without incurring the risk of losing hey/ reservation deposit.
Under tight French regulations purchasers pulling of a reservation

agreement are very likely to lose their deposiesslthey manage to bring
action against vendors for breach of contract uhiclg:

- Where purchasers are refused a loan verdalsindertaken to secure
on their behalves.
- Where completion date is delayed beyondeaifipd date
- Where the final market value of a propesyl0% (or more) less than
expected owing for instance to a smaller livingcgpaor a lower quality of
building materials or fixtures.

**&xx Sections 1616 et seq., Code civil, stipulatBat where purchasers
establish that the "market value" of their new mmies is 5% less than
expected they may terminate their reservation ageeé or claim a
diminution in price. Such lawsuits are possibleofas as facts are
established within one year from the date of haedoRecently, the "Cour
de cassation" (the highest court in France) hasirtilat property developers
may not include any clause stipulating otherwisa meservation agreement
(ruling delivered on November 24th 1999).

- Where some of the facilities of areas heldéommon are not properly
completed (lift, rubbish chute, gardens, etc.).
- Where the final sale price exceeds 5% optiogected price.

4) Contract of Sale:

A draft contract must be sent to purchasers onettmahead of scheduled
final signings. Thus, purchasers benefit from adhth period to go through
such documents. Purchasers must bear in mindhibeg will be no further
opportunity to amend their contracts.

Such contracts of sale must include accurate avad firoperty description,
dimensioned property drawings and property padisul(surface area,
facilities, etc.).
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Where a property belongs to a grouping of builditigs exact positions of
each building must be stated so that prospectiwersuknow what the
surrounding area will look like upon developmentnpdetion.

Prospective purchasers must be given a full commidnitommunity
statement so that they learn about any clausartagtrestrict their property
possession e.g. prohibited activities, regulatmmgets etc.

5) Agreeing on a Final Price:

Sale agreements must stipulate property final pradeng with methods and
schedules of payment. Under French law, stage patgntewve to be made
as work goes along.

Under French law, payments must not exceed:
- 35% once the foundation is completed (20#@fdetached house),
- 70% once the roof is completed (45% for tackeed house),
- 95% upon completion (85% for a detached Bjus

- Therefore 5% of the total sum payable to@erty developer remains
outstanding until sale completion (15% for a de¢achouse).

*** Obviously, on condition that the above cappingguirements are met
property developers may request intermediary ilmséadts insofar that there
Is proof of work in progress.

The price written on a sale agreement is a firrmgrHowever, it is partially
index-linked to the "indice national du batiment!' imdex which measures
variations in the cost of properties in France., Yieis kind of index linking
Is becoming less and less frequent.

6) Date of Completion:

It is not obligatory to state a completion dater@servation agreements.
However completion dates are mandatory in salegeagents even if
pursuant to French law, a wide margin of errorlisveed. For instance, a
sale agreement may state "second half of 20108adsbf any precise date.

It is best to confirm as precise a date as possiftealso include a penalty

clause regarding any delays.
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Of course, delivery deadlines may be postponease ©f adverse weather,
strikes or acts of God.

At any rate, where prospective purchasers sust@set they may bring
action for damages.

7) Guarantee Granted to Purchasers:

Sales agreements must include a guarantee prageptinchasers. Such
guarantees may come in various forms.

A "garantie de remboursement” (money-back guarantegranted by a
financial institution. Where the building constioct does not reach
completion, sales agreements are deemed null add Rorchasers receive
back all monies paid.

An extrinsic "garantie d'achevement"” (guarantee campletion or
performance bond) i.e. an independent financiaitui®n undertakes to pay
for work completion. Money goes to either purchaser property
developers. This is basically a financial guarantee

An intrinsic guarantee is also granted. A Propddyeloper must give proof
of its financial strength. However, such documesdsnot guarantee any
money back to investors. This kind of guarantegranted when certain
conditions are met. First, the foundation must bengleted. Second, a
property developer must fund at least 75% of theitaaneeded (via its
equity, the sale proceedings and approved loanshlgr60% of the capital
needed where its share of the overall investmerdguats to 30 percent.
Such guarantee may also be granted once buildirgshars d'eau” i.e.
when the roof is completed and where, up until te&tge, property
developers have not used any loan.

Making an Offer

Often, when negotiating the purchase of a propeaty,offer is made in
written. It should be borne in mind that a writteffier to purchase is more
binding than most people realize.

Whereas it is sometimes best to move swiftly angage in negotiations
quickly, in most instances potential buyers makdakoffers to their agents
or their property negotiators or directly to verglddsually, such offers are
below the asking price.
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Yet, the present trend is to make formal writtefeis to purchase with a
view to strengthen the offer made to the vendowrAten offer to purchase
may be more likely to be accepted where vendoss fiv away from their
properties. Now, a study directed by the ADIL (Faencitizens' advice
bureau for housing) has recently highlighted thatten offers to purchase
are more binding that prospective buyers commadnhkt

1) Offers to Purchase:

As its name suggests, an offer to purchase convlegsidea that a
prospective purchaser is willing to buy a propedy sale at the asking
price. An offer to purchase is somewhat the matghmece to French
customary "promesses en vente". However, an offggurchase is not as
tight an agreement as a "promesses de vente" amantght bring about
some legal issues if the sale does not complete.

Pursuant to section 1583, Code civil, « la ventgadaite (...) des que I'on
a convenu de la chose et du prix » i.e. a salengtete between the parties,
and ownership is acquired as of right by the buwién respect to the seller,
as soon as the thing and the price have been agpesd although the thing
has not been delivered yet or the price paid. Asoasequence where
vendors accept offers in writing the sale, theoadly, is complete, even if
purchasers have not gone through all additionatscasnnected to the
property yet (cost of renovation work, existencerights of way or other
easements, service charges etc.).

Prospective buyers are not legally bound to proceild the deal where
their offers to purchase are not accepted by vendtet, purchasers remain
liable once vendors have agreed on their offersiddes may then sue for
damages.

The law "Solidarité et Renouvellement Urbain" beeaemforceable on 1st
June 2001. Since then, prospective buyers mayaasked to put down any
deposit whatsoever upon signing an "offre d'achat” pain of nullity
thereof.

2) Terminating an "offre d'achat":

On the other hand, prospective purchasers aredreeminate their offers to
purchase where vendors make counter proposalsislicdse the initial offer
to purchase becomes null and void. Purchasers raed ffrom their
commitment.
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Where an offer contained a time clause purchasersull out if vendors do
not accept their offers within the given time frame

When no time clause is inserted in an offer to pase, prospective
purchasers may pull out at any time as long as thféers have not been
accepted yet. And if a vendor does not respondrédlp to an offer to
purchase prospective purchasers can immediatdlyptl

3) Precautions to Take:

Given the legal issues surrounding an "offre d'tcha writing, it is
arguably best to make a verbal offer and wait waitidetails regarding the
sale become clear. If an agreement is reachedsalleewill take place upon
signature of a "compromis de vente" (a mutuallydbig provisional sale
agreement).

However, it is sometimes wise to go through anréoéfachat” when a quick
move is needed. Here are a few precautions to take:

The most important is to allow only a short period the offer (eight to
fifteen days for instance). It is also importantitigert a clause stipulating
that vendors must notify their agreement via reedramail or similar
methods.

At any rate, an "offre d'achat" should set fortattthe offer is subject to the
obtention of a mortgage whose details are to becribesl later in a
"compromis de vente".

An offer to purchase should indicate that sale mal take place before
signing a "compromis de vente" subject to condgiqgmecedent (i.e. the
obtention of a mortgage)

It should state clearly that the offer may be readi vendors do not accept
it within the agreed time frame.

What to Include in a Home Condition Report Before S elling?

Under French law a home condition report is requivehen selling a
property i.e. vendors must provide many "états rigphes” (technical
reports).
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The whole combination of reports is now known amgdostic technique
immobilier (DTI)". DTIs are somewhat comparable HCRs (home
condition report) in the UK.

A "diagnostic technique immobilier" gathers evemyrw®y required by
scattered rules and texts of law when selling g@ny. This is a new
regulation that is gradually coming into force withe publication of
implementing decrees. Basically, when selling aldmg or part of a
building, a "diagnostic technique immobilier" musé prepared by the
vendor and appended to the "promesse de venteWlogre there is no
provisional sale agreement, to the "acte autheati(quansfer deed).

Where a property is sold via an auction a "diagndsthnique immobilier"
must also be appended to the corresponding legél pa

Pursuant to current French regulations a "diagadsthnique immobilier"
includes 6 documents.

1) Lead Report:

"Constats de risque d'exposition au plomb (CRER)'reports pertaining to
risk of exposure to "saturnisme" (lead poisoninf)ey are established at
vendors' expenses and they are valid for one y&diconstat de risque
d’exposition au plomb" is required when sellingeaidential building or part
of a residential building whose planning permissiaas granted before 1st
January 1949.

It is important to bear in mind that occupiers dbwalding whose paint (or
other coating) contains lead are exposed to leabpmg.

Where the property sold is situated in a buildirgjdh"en copropriété”
(commonhold) a lead report is required only for tim itself not the areas
used in common.

Lead reports are valid for one year. However, anStat de risque
d’exposition au plomb" has a permanent validityyited it states that there
Is no lead or an acceptable level of lead (thegeldeare set by decrees) in
the paint of a property. As a consequence, thame iseed to establish a new
lead report for the subsequent property transfedsrag as the initial report

Is appended to the successive "diagnostics tecasimumobiliers”.
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(Sections L1334-1 to 12 and R1334-1 to 13, Coda &anté publique)

2) Asbestos Reports:

An asbestos report has an unlimited period of uglidinless work has been
carried out on a property after the correspondapprt has been published)

"Dossiers techniques amiante (DTA)", i.e. asbestp®rts, are established
at vendors' expenses. Asbestos reports apply tditgs whose planning

permissions were granted before 1st July 1997. Wdsdimg a unit in a

building in multiple occupation, DTAs apply only the unit itself, not the

areas in common use. However, a summary of the sebeeports

concerning the common parts of the building mustappended to the
"diagnostic technique immobilier".

3) Timber Infestation Reports:

Timber infestation reports are valid for 3 montlistats parasitaires” are
also established at vendors' expenses. They aitn@skassing the presence
of termites in buildings located in areas deemekktof termite infestation
by the local "préfecture” (local police authority).

It is advisable to approach the local "mairie” (towall) to determine
whether a property for sale is located in an &-mene. Obtaining such
information is essential because a growing proportif French buildings is
infested by termites. An "état parasitaire” is fieggiwhen selling a property
located in infested area.

When selling commonhold units, "états parasitairasd also required.
However, no report is required regarding area®mraon use.

French law does not advise on how a termite susheyld be carried out.
As a conseguence, termite surveys should be caougédy a registered
specialist. Moreover, regardless of whether th@@urty for sale is located in
an at-risk zone, a vendor who has not establishedleer infestation report,
may remain liable under the "garantie des viceshé&sic (latent defects
warranty) if termites are found after the sale.
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4) Gas Installation Report:

"Etats de linstallation intérieure de gaz" (gastaiation reports) are
required when selling residential buildings or pawt residential buildings
whose gas installations are more than 15 yeardrottie event of the sale of
a unit "en copropriété" (commonhold unit), the riegd "état de l'installation
intérieure de gaz" applies only to the unit itseifl not to the common parts
of the building.

5) Natural and Technological Risk Report:

Natural and technological risk reports are validdaenonths.

A "diagnostic technique immobilier" (home conditiogport) may include
an "état des risques naturels et technologique®. tdatural and
technological risk reports are required when sgliinproperty situated in
areas deemed to be at risk. For instance therddshmological risk where
there is an industrial plant nearby. There is anatisk for instance where
there is a seismic risk.

It may happen that a building located outside ans&tarea at the moment
of signing a "compromis de vente" (provisional satgeement) becomes
included in such risk areas thereafter. In suclesaan "état des risques
technologiques et naturels" updated in accordanitk the information
issued by the local "préfecture” (local police auity) must be appended to
the corresponding home condition report prior t® $ignature of a transfer
deed.

6) Energy Performance Certificate:

Energy performance certificates are valid for 1arge

A Recent ruling requires that "diagnostics de penBnce énergétique”
(very similar to energy performance certificatesthe UK) be carried out
when selling a property.

Such tests are valid for 10 years. When sellingilding the corresponding
"diagnostic de performance énergétique" must beenaadilable on request
to prospective purchasers.
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7) Electrical Installation Reports:

"Etats de l'installation intérieure d'électricit@lectrical installation reports)
will be compulsory as of 1st November 2007.

A 7th report is to become obligatory when sellingraperty as from 1st
November 2007.

Such reports are to be appended to home condigports. They must be
issued by a competent person i.e. a person reglstdrthe date of issuance
via an authorized certification scheme

On December 18th 2007, full details about this megwulation will be made
available by the "Ministére du Logement" (Frenchigiry of Housing).

Reminder of the provisions of section L. 134-7, €at® la construction et
de I'habitation, (under law n° 2006-87213 July 20@yarding public
commitment to tackle housing issues in France):

"In the event of the sale of a residential buildimgpart of a residential

building whose electrics has been fitted more tharyears ago, an "état de
I'installation intérieure d'électricité" (an elactl installation report) must be
issued with a view to assess the threat that eéatinstallations may pose
to one's safety pursuant to the conditions and odlstistipulated in sections
L.271-4to L. 271-6."

8) Sanctions:

A latent defects warranty applies when selling apprty. Where home

condition reports issued upon signing an "acte enitque" (transfer deed)

are not complete (with valid lead, asbestos, terrand gas reports) a non-
professional vendor may be held liable should @aefr a risk arises from

the property at a later date.

Purchasers may then bring action against vendods c@m either a
reduction in price or a rescission of sale andré@bursement in full of the
selling price.

Where latent defects concern a common part of atipteiloccupancy
building the "syndicat des copropriétaires” (comhad association) may
be held liable, such liability being shared amonugst holders.
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Where a natural and technological risks reportasappended to an "acte
authentique" (transfer deed) upon the signatureetlie purchasers may
claim before a court either a reduction in pricaoescission of sale.

On the other hand, energy performance certificates for information
purpose only. Such reports may not be a groundrioiging a purchaser's
action.

Where any of these reports is produced at the biméhe signing of a
"promesse de vente" (provisional agreement) butoidonger valid at the
time of the final signing, a new and valid repoashto be appended to the
corresponding transfer deed.

9) Competent Persons:

Only a competent person may carry out such repétslecree of the
"Conseil d'Etat" (organ of the French governmerit) stipulate what skills
are required to become a competent person.

Excepted for natural and technological risks repathe aforesaid reports
must be prepared by a competent person with adequedns.

A competent person is professionally liable andtnwesduly covered by an
insurance policy.

A competent person's impartiality and independesicdl not be biased by
connections with vendors or agents that have hhad/her nor with

contractors offering to carry out work on structyrenstallations and
appliances that he/her may survey.

Step-by-Step Home Building Guidelines:

Here are the main administrative and technicalestagf a home building
process.

1) Administrative Steps:

 Planning a budget

 Obtaining and displaying a planning pernaasi

» Acquiring a plot of land

 Taking out an "assurance dommage ouvrage".
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Note: a "dommage ouvrage" policy is a very spedifjge of French policy
that must not be mistaken with the developer'sdigiae décennale” that can
be compared with the 10-year buildmark warrantthem UK. In France, the
owner of a newly built property or a renovation jpod is expected to take
out a 10 year "dommage ouvrage" policy. It usuatigts between 2 — 8 %
of the overall construction budget. The guarantseres the owner and any
future owner against major structural damage regsuftom poorly planned
or executed building-work. Theoretically, this typé cover is a legal
obligation. However, in practice, there are no $ans for private
individuals who do not insure. Home owners showdiéver be aware that
in the event of resale of the property within tifteykar period, the notaire
representing the purchaser will require proof ofexp and will inform the
vendor that the purchaser has a right to claim ftbe vendor for any
damage that would normally have been covered bygtreantee. If the
vendor is not able to provide proof of cover, ttasild prevent the sale from
going through, or at least become a bargainingtgoirthe purchaser.

In effect, a "dommage ouvrage" policy is an insgeamgainst builders
failing to pay up in the face of a claim for magtructural faults. It was
introduced because of the time it was taking foildews’ insurance

companies to settle claims and resolve argumentsitatesponsibility.

Home owners were being left for years without aosnpensation to pay for
expensive and vital structural repairs to theirpenty. The idea is that the
“dommage ouvrage” policy pays up in the meantime.

2) Getting the Building Site Ready:

A 2 to 4 month notice is required once planningnpssion is granted in
order to allow for third party claims and a possibévocation of planning
permission.

» Appointing a "responsable du suivi des teavdconstruction manager)
«Completing the administrative formalities ta@ming to the opening of a
building site
» Arranging temporary public utility conneci®y access to the plot,
"bornage" (demarcation), scrub clearing, and steriction.
» Formalities relating to permanent utilityncections
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3) Work schedule and stage payments:

On completion of each phase of work, a stage paymetue i.e. the builder
will be expecting money upon:

- Opening the building site (layout aatthwork).

- Foundation completion.

- Structural work completion.

- Roof completion.
It is then advisable to take out a comprehensorae insurance
cover

- Completion of partitions and exterjuhery and glazing

- Completion of fitting out.

Some changes are possible during the course of ,work
(plumbing, carpentry, heating, interior adjustmefitings and
fixtures) according to the specifications of boértes.

-Handing over completion certificate and keys.
-Setting permanent utility connections.

Rules Sellers Need to Abide By:

During property transfers, sellers need to abida bgrtain number of rules.

Usually, property transactions go smoothly: bothtipa sign a provisional

agreement (avant-contrat), purchasers put down skeeurity deposits. Such
deposits customarily amount to 10% of the sellingep Sales are deemed
fulfilled later on upon signing transfer deeds éaauthentique) and

purchasers may then take possession of their grepeHowever, problems

may arise once a transaction is fulfilled. Thisvisy vendors must abide by
their obligations in order to stay on the safe side

1) Conveyance:

From a legal standpoint, a sale is fulfilled asrsas "the thing and the price
have been agreed upon" (section 1583, Code cimilinost cases, a sale is
deemed fulfilled "although the thing has not beehvered yet or the price
paid".
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However, property transfers are effective agaihgdtparties only once
transfer deeds have been duly registered at thed land registry office
(Bureau de Conservation des Hypothéques).

From a legal viewpoint, risks pertaining to a pmtypeare transferred along
with the ownership thereof (section 1138, CodelxiWm principle vendors
are liable where a property is damaged in betwkerdate of signature and
the day keys are handed over.

2) Obligation to Provide Information:

When selling their properties vendors may not wotdhinformation
pertaining to the transaction (i.e. pending tenamagyeements, leases,
easements, court orders etc.).

Such obligation applies especially to property gssfonals who are required
to collect information pertaining to the propertitbey are selling. In fact
property professionals may not exonerate themsdihoas their liability on
the pretext that they were not aware of a defect.

3) Obligation to Handover:

Vendors' first obligation is clearly to hand overoperties i.e. to allow
purchasers to take possession of their newly aedwroperties or, if such
properties are rented out, to allow purchasersllea the rent thereof.

A vendor must not only hand over the property he d@d but also any item
required for the use thereof e.qg. title deeds operty, certificates, etc.

However, a vendor may not hand over interests lathd¢o him/her. For
instance, compensation for damage due to a vengdriddher neighbors
may not be transferred to purchasers.

Vendors are obliged to hand over properties thafaro to specifications
set out in the corresponding sale agreement.

Under section 1614, Code civil, buildings must kended over in the
condition that was theirs at the time of sale. Ftbendate of signature until
the day keys are handed over vendors have theatibiigto keep properties
in their original condition. Vendors are obligedwatch over properties.
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However, except where vendors are in breach of thigigation to watch
over properties, the risk of loss or deterioratittrereof is borne by
purchasers.

Section 1616, Code civil, sets out the rules appglyto surface area

calculation. Theoretically, where a surface aré#tsless than what is stated
in the corresponding transfer deed, purchasers askyfor a proportionate

reduction in price. Conversely, where a surfaca &&% more than what is
mentioned in the corresponding deed of sale, psarisanay have to pay an
extra proportionate sum of money or pull out of sh&e.

However, actions of this kind have to be brouglthinia year from the date
of signature of the corresponding transfer deed.

Luckily, such lawsuits remain unlikely insofar asles agreements almost
always include a clause designed to exonerate verfdom their surface
area calculation liability except of course whdrere is gross negligence or
fraud.

At any rate, courts may not accept to exonerategity professional
vendors from their liability where they deal withomprofessional
purchasers.

It should be borne in mind that under the Loi Caif@ French property law
relevant to the sale of commonhold units), salee@gents pertaining to
commonhold units must state their surface areasraiy. Where the
actual surface area of a commonhold unit is 5% tleas what is stated in
the corresponding transfer deed purchasers mayn céaiproportionate
reduction in price insofar as their claims aredfileithin a year from the date
of signature.

4) Failing to Handover:

Where vendors are in breach of the obligation tadhaver their property,
purchasers may bring action and claim for resassow compulsory
execution of sale.

- For instance, courts may order that keybdoeded over and that a daily
penalty for delay be paid.

- Where a court rules that a sale be rescingsdlors must refund the
money paid for the property, purchasers must rethen property and

vendors may not claim from purchasers any compeEmsatir occupation.
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Retroactively, mortgage agreements, if any, are @l¥e cancelled.

Purchasers may choose to sue for damages to mak®rughe loss
personally suffered i.e. removal costs etc.

However, courts do not have authority to orderdaucéion in price.

Vendors have the right to postpone the handovénef property where the
price of sale thereof has not been paid in full aed purchasers are under
judicial arrangements or are insolvent (section31&lode civil).

Vendors may also invoke force majeure to postponecancel their
obligation to hand over their property. A force mag is an unforeseeable
event that cannot be controlled by the parties ¢ordract and prevents said
parties from complying with the provisions of thagreement). Courts rule
on this matter on a case-by-case basis.

5) Obligation of Guarantee:

Reports:

Vendors must have 3 different types of reports areg at their expense:

-A timber infestation report pertaining to ghieesence of termites in areas
deemed at risk by local "préfectures” (local pobcghorities).

-A lead report pertaining to the presenceeafdl in paint in buildings
whose planning consents were granted before 1948hat are situated in
areas deemed to be at risk by local "préfectures”.

-An asbestos report in buildings whose plagnpermissions were
granted before July 1st 1997.

The omission of one of these reports may not em&stission of sale.
However, where the presence of termite or leadsbestos in a property is
recorded after sale completion, purchasers maylaation for reduction in
price or rescission of sale.

Guarantee against Eviction:

Vendors owe purchasers the guarantee of peace$gkepsion of the thing
sold (section 1625, Code civil). In other words ders cannot engage in any
action that could limit the purchasers' rights andsession of their property.
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Likewise, vendors are liable where a third partgpdtes the rights of the
purchasers.

Such liability may only apply under the two follavg conditions:
-Purchasers must have acted in good faithhies. were not cognizant of
any risk of dispute at the time of sale.
-Trouble must arise from vendors' fault antfrmam outside events.

Sale agreements may include a clause designeshitoslich liability except
where vendors are property professionals or wheseetis gross negligence
or fraud.

Latent Defects Warranty:

Under section 1641, Code civil, a latent defeéet defect that renders a thing
sold unfit for the use for which it was intendedacdefect that impairs such
use to such extent that buyers would not have esdjut, or would only
have given a lesser price for it, if they had beegnizant of it.

Two conditions must be satisfied for the latenedéef guarantee to apply:

1- Sellers are not liable where purchasers coulckresn defects for
themselves at the time of sale

*Sellers are not liable where defects arempatewhere purchasers are
cognizant of such defects.

*Purchasers are bound to a basic duty ofang# in accordance with
their technical knowledge. However, exped\wledge may not be
expected from a layman.

*In principle, professional purchasers andgssional vendors share a
same level of technical knowledge and threseapected to be cognizant
of possible defects at the time of sale.

2- A defect may be deemed a latent defect only siseich defect exists
prior to the sale of a property. The onus of theopof such anteriority is on
purchasers.

There are two types of procedures a purchaser oteyfupon discovering
a latent defect:
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1-Purchasers may engage in an action for tialuaf loss suffered from
a latent defect ("action estimatoire") and claimpraportionate reduction in
price. Such claims are subject to court approval.

2-Purchasers may also engage in an actiohlddhibitory vice" that may
entail retroactive rescission of sale and a rasiiiuof both property and
monies paid (including legal fees).

Moreover, purchasers may claim compensation for ltss personally
suffered. Yet, the onus to prove that vendors mtected in good faith i.e.
vendors were cognizant of a latent defect at tihe tf sale is on purchasers.

It should be borne in mind that, as a rule, protesd vendors are deemed
liable unless it is otherwise proven.

Action against latent defects must be brought ghafter their discovery. In
practice courts grant a 6 month/one year time limlring action.

Sales agreement may include provisions designelimid such vendors'
liability. Yet, courts tend to interpret such preans in a restrictive manner.
They tend to rule out such provisions where ventlarge not acted in good
faith or when they are guilty of gross negligence.

Obligations of the Purchasers

1) Taking possession:

Purchasers take possession of a property whenakeysanded over, usually
upon transfer deed signature or, where the prenasegented out, when
rent is collected.

Taxes pertaining to a property are payable by @msefs as from the date
they take possession thereof. Such date is meutionéhe corresponding
transfer deed. Usually, where a sale relates tobdre ownership of a
property ("nue-propriété"), i.e. a third party bétsefrom the usufruct of the
property, purchasers take possession of the psoperthe day of sale.

2) Arranging for Payment:

The main obligation of a purchaser is obviouslp&y the price stipulated in
the sale agreement.
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Such obligation also involves to pay for stamp daiyl other conveyance
fees that are payable by purchasers under sedi®, Code civil.

However, both parties may also agree on sharing faes.

It should be borne in mind that such agreementsnatesffective against
third parties.

As a principle, purchasers are not liable to priyptxes i.e. "taxe fonciere"

and "taxe d'habitation” which are respectively amhually payable by

landlords and occupiers on January first. Howesale agreements usually
stipulate that property taxes be broken down onoargta temporis basis in
accordance with the date of purchase.

3) Methods of Payment:

Of course, the price of sale is payable by puraisasdowever, such
obligation could be passed onto sub-buyers, witldees' agreement.

Where purchasers die before payment is made, tigabbn of payment is
passed onto their heirs.

In practice notaires have payments made into thends so that possible
creditors may benefit from sureties (mortgages).elc this event, notaires
are required to pay creditors by drawing money ftbm price of sale prior
to transferring the outstanding amount to vendarsbunts.

In principle, "the main obligation of the buyertcs pay the price on the day
and at the place stipulated on the sale agreen(@dtion 1650, code Civil).
It is therefore up to the parties concerned to akecipon the method of
payment at the time of signing their provisionatesmgments. Failing that,
pursuant to section 1651, Code civil, payment nbgstnade « at the place
and time of handover », i.e. when keys are handged o

Purchasing a Property in the Name of a Property Hol ~ ding Company
(Société Civile Immobiliere)

French Property Holding Company (Société Civile Immobiliere or SCI)
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The acronym SCI stands for "société civile immaéi' and also often for
"société civile immobiliére de location” i.e. prapemanagement company
or "société civile immobiliere de gestion patrimael’ i.e. wealth
management company.

In France, property holding companies are non rigg@ompanies that are
mainly used as a vehicle for purchasing propedresonstructing buildings
and then managing real estate.

A customary pattern is to raise funds, mostly tgiowa loan, in order to
build an income property or to acquire it outright.

SCI are an efficient way to hold real estate whbege are many owners. It
also facilitates real estate transfers: shares@peai property) are easier to
transfer than immovable property.

Pros

-A property holding company is a sensible soluteravoid an "indivision"
deadlock, i.e. avoid issues arising from a tenanagommon. In fact, a SCI
may still be run properly by its manager regardlesis possible
disagreements between shareholders.

-A property holding company is also useful whercaimes to real estate
transactions because a stamp duty rebate may bédravhen shares are
transferred instead of direct real property ownigrsh

-A property holding company is also useful whencames to wealth
management because, unlike real estate that maybeotransferred
gradually, a SCI may be transferred gradually tglowcompany share
donations. Under French law, provided that suchceutare lasts long
enough it entails tax rebates pertaining to donatimade during donors'
lifetime.

-Moreover, French law is very flexible regarding@des of association of a
SCI. For instance, a donor who has kept just adsleaves for himself/herself
may retain nonetheless a full control over his prgpholding company.

Cons

-It is essential to bear in mind that shareholdérs SCI are indefinitely and
personally liable to its debts.
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-Theoretically shareholders are not jointly andesally liable.

However, it is customary for creditors to bringiactagainst well-to-do
shareholders in order to get their money back. Wafately, as a result such
shareholders often end up suing the others to mpkKer their losses.

-Tax rebates are only efficient when a SCI megfist tcriteria in terms of
accounting, tax and legal procedure including ahmesetings etc. Meeting
such requirements has financial consequences.

-Resorting to property holding company must be dwarefully with a clear
understanding of the whole operation and certamdy without seeking
professional advice.

A SCI may prove very useful insofar as it is credatgth expertise and clear
goals.

It should also be borne in mind that prior to theation of a SCI it is
essential to set out the conditions under whichay be wound up at a later
time.

The apparent legal simplicity surrounding the coratof a SCI may be
deceptive.

Taxation:

As to taxation, it is worth noting that in almosteey case, property holding
company managers choose to pay the "impot sur yentg (personal
income tax) rather than the "impot sur les socig&srporate income tax).

Thus, this guide only refers to the category ofsS@hose shares are held by
natural persons (see below).

Such companies are deemed "fiscally transparesmt” their income is not
taxed through corporate income tax but through esqmal income tax
proportionate to the amount of shares held andcaoralance with French
tax regulations (Code général des impots).

Profits arising from shares held by natural persmesassessed according to
the real estate revenue tax system and are subjéahd/property income
tax.
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On top of the income tax, a shareholder's (nafpeason) share of profit is
subject to an 11% social contribution usually pdgamn October 15th.

Public Auction Sale, a Purchaser's Guide

Taking Part in an Auction:

Before an auction, it is important to gather infatron about the properties
up for sale, view the properties that are of irdgreonsult the corresponding
legal packs and sort out finances.

On the day of sale, prospective purchasers haveate®e a deposit cheque
with the notaire or the solicitor who is instructedhandle the auction and
get in return authorization to bid and a badge.nTpespective purchasers
may during the course of the auction make their bwls. Property auctions
in France are traditionally called "vente a la heligr "candle auction" i.e.

a candle is lit towards the end of the auction ahen it goes off, the last
and highest bid makes the successful bidder.

After an auction, auction fees, stamp duty andameunt bid are payable
within 45 days by successful bidders. However, yurthe 10 days
following an auction a higher bid may still be made

When this 10 day period is over, the sale is deefukitled and ownership
transfer may take place.
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