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other French entities is determined in
accordance with the provisions of the
laws and of the regulations thereunder
applicable generally to nonresident
alien individuals and to foreign cor-
porations.

(d) The convention shall not be con-
strued to affect the liability to United
States income taxation of citizens of
France who are resident in the United
States except to the extent that such
individuals are entitled to the benefits
of Articles 8, 14A, and 19 and to para-
graph V of the protocol of the conven-
tion. The tax liability of a United
States citizen or a resident of the
United States, a member of a French
partnership carrying on a French en-
terprise is not affected by Article 3 of
the convention. Such citizen or resi-
dent is subject to United States income
tax upon his distributive share of the
net income of such partnership even
though the other members of such
partnership are not subject to tax upon
their share of the partnership’s indus-
trial and commercial profits from
sources within the United States where
the enterprise has no permanent estab-
lishment within the United States. The
convention shall not be construed to
affect the liability to United States in-
come taxation of citizens of the United
States or residents of the United
States who are not citizens of France.

(e) The convention has no reference
to rates of taxation imposed by the re-
spective States but is concerned with
the exempting of income arising in one
of the contracting States when such in-
come is derived from sources within
such contracting State by a resident or
corporation or other entity of the
other contracting State and meets the
conditions upon which such exemption
depends as prescribed in the conven-
tion. This subpart is not concerned
with the provisions of Articles 14B, 15,
16, and 17 of the convention since such
articles affect only the allowance
against the taxes imposed by France of
income and excess profits taxes paid to
the United States or the application of
French revenue laws and decrees.

§ 514.104 Definitions.
(a) Any word or term used in this

subpart which is defined in the conven-
tion shall be given the definition as-

signed to such word or term in such
convention. Any word or term used in
this subpart which is not defined in the
convention but is defined in the Inter-
nal Revenue Code shall be given the
definition contained therein.

(b) As used in this subpart:
(1) The term ‘‘permanent establish-

ment’’ includes branches, mines and oil
wells, plantations, factories, work-
shops, stores, purchasing and selling
and other offices, agencies, warehouses
and other fixed places of business. A
French parent corporation having a do-
mestic or foreign subsidiary corpora-
tion in the United States shall not be
deemed by reason of such fact to have
a permanent establishment in the
United States. The mere fact that a
foreign subsidiary corporation of a
French parent corporation has a per-
manent establishment in the United
States does not mean that such French
parent corporation has a permanent es-
tablishment in the United States. The
fact that a French enterprise carries on
business dealings in the United States
through a bona fide commission agent
or broker shall not be held to mean
that such enterprise has a permanent
establishment in the United States. If,
however, a French enterprise carries on
business in the United States through
an employee or agent established there
who has general authority to negotiate
and conclude contracts or has a stock
of merchandise from which he regu-
larly fills orders, such enterprise shall
be deemed to have a permanent estab-
lishment in the United States. Thus, if
a French enterprise has a full time em-
ployee or full time agent who for such
enterprise maintains in the United
States a stock of merchandise from
which orders are filled, such enterprise
has a permanent establishment in the
United States even though such em-
ployee or agent has no general author-
ity to negotiate and conclude contracts
on behalf of such enterprise. However,
the mere fact that a commission agent
or broker through whom a French en-
terprise carries on business in the
United States maintains a small stock
of goods in the United States from
which occasional orders are filled shall
not be construed as meaning that such
enterprise has a permanent establish-
ment in the United States. The mere
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fact that salesmen, employees of a
French enterprise, promote the sale of
its products in the United States does
not mean that such enterprise has a
permanent establishment therein.
However, a French insurance enter-
prise which insures risks within the
United States or receives premiums
from sources within the United States
is deemed to have a permanent estab-
lishment within the United States.

(2) The term ‘‘enterprise’’ means any
commercial or industrial undertaking,
whether conducted by an individual,
partnership, corporation, or other enti-
ty. It includes such activities as manu-
facturing, merchandising, mining,
banking, and insurance. It does not in-
clude the operation of, or the trading
in, real property located in the United
States. It does not include the ren-
dition of personal services. Hence, a
nonresident alien individual who is a
resident of France, rendering personal
services within the United States is
not, merely by reason of such services,
engaged in an enterprise within the
meaning of the convention, and his li-
ability to United States income tax is
unaffected by Article 3 of the Conven-
tion.

(3) The term ‘‘French enterprise’’
means an enterprise carried on in
France by a nonresident alien indi-
vidual resident of France or by a
French corporation or other French en-
tity. The term ‘‘corporation or other
entity’’ means a partnership, corpora-
tion, or other entity created or orga-
nized in France or under the laws of
France. For example, an enterprise car-
ried on wholly outside France by a
French corporation is not a French en-
terprise within the meaning of the con-
vention. Whether a French entity is a
corporation, a partnership, or a trust is
to be determined in accordance with
the principles of existing law relating
to the taxation of nonresident aliens
and foreign corporations.

(4) The term ‘‘industrial and commer-
cial profits’’ means the profits arising
from the industrial, mercantile, manu-
facturing, or like activities of a French
enterprise as defined in this section.
Such term does not include income
from real property, interest, dividends,
rentals and royalties, gains from the
sale or exchange of capital assets, or

compensation for labor or personal
service. Such enumerated items of in-
come are not governed by the provi-
sions of Article 3 but, to the extent
covered by the convention, are subject
to the rules elsewhere set forth therein
and in this subpart.

(5) The term ‘‘Secretary’’ means the
Secretary of the Treasury and the term
‘‘Minister’’ means the Minister of Fi-
nance of France.

§ 514.105 Scope of convention with re-
spect to determination of ‘‘indus-
trial and commercial profits’’ of a
nonresident alien individual resi-
dent of France, or of a French cor-
poration or other entity carrying on
a French enterprise in the United
States.

(a) General. Article 3 of the conven-
tion adopts the principle that an enter-
prise of one of the contracting States
shall not be taxable in the other con-
tracting State in respect of its indus-
trial and commercial profits unless it
has a permanent establishment in the
latter State. Hence, a French enter-
prise is subject to United States tax
upon its industrial and commercial
profits from sources within the United
States only if it has a permanent es-
tablishment within the United States.
From the standpoint of Federal income
taxation, the article has application
only to a French enterprise and to the
industrial and commercial income
thereof from sources within the United
States. It has no application, for exam-
ple, to compensation for labor or per-
sonal services performed in the United
States, to income derived from real
property located in the United States
or any interest therein, including rent-
als and royalties, to gains from the
sale or other disposition of such real
property or interest, to dividends and
interest, to rentals and royalties aris-
ing from leasing personal property or
any interest in such property, includ-
ing rentals and royalties for the use of
patents, copyrights, secret processes
and formulae, good will, trade marks,
trade brands, franchises, and other like
property, or to profits from the sale or
exchange of capital assets. Such enu-
merated items of income, to the extent
covered by the convention, are treated
separately elsewhere in this subpart
and are subject to the rules laid down

VerDate 18<APR>2000 03:02 Apr 19, 2000 Jkt 190096 PO 00000 Frm 00095 Fmt 8010 Sfmt 8010 Y:\SGML\190096T.XXX pfrm09 PsN: 190096T


		Superintendent of Documents
	2014-12-08T13:18:43-0500
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




