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tax burdens

In brief 
Globally mobile individuals and their 

employers may likely face a higher tax 

burden in France.  The second 

Amended Finance Bill for 2012 was 

adopted by the French Parliament on 

July 31, 2012 and it includes various 

provisions affecting individuals, the 

principal ones of which are set out 

below. Several other measures affecting 

individuals are expected before the end 

of the year with the 2013 Budget 

discussion due to start in late 

September.  

The party in opposition has objected to 

the constitutionality of some of the 

measures adopted in July.  The 

measures are expected to be examined 

by the Constitutional Court (Conseil 

Constitutionnel) on August 9, 2012.  

Measures regarding individual taxation 

that will be examined include the 

exceptional wealth tax contribution for 

2012 and the suppression of the income 

tax and social security exemption of 

additional worked hours (described 

below). 

What are some of the main 

individual-focused provisions?   

 Exceptional contribution to 

wealth tax 

This provision introduces an 

exceptional wealth tax contribution for 

2012, in addition to the wealth tax 

already paid (wealth in excess of €3m) 

or payable in September (wealth 

between € 1.3m and €3m). This 

additional wealth tax contribution is 

calculated on the basis of the 2012 net 

assets when they exceed €1.3m and by 

applying progressive rates identical to
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those that were applicable for the 2011 

wealth tax (from 0.55% to 1.80%) and 

with tax bands starting at €800k. The 

2012 wealth tax, calculated prior to any 

tax allowance, is deductible from this 

exceptional wealth tax contribution. 

Individuals with a net taxable wealth 

between €1.3m and €3m should receive 

in October, on the same invoice as their 

income tax, the amount of their 

exceptional wealth contribution to be 

paid by November 15, 2012.  

Individuals with a net taxable wealth 

equal or exceeding €3m (and non tax 

residents of France with a net taxable 

wealth above €1.3m) should receive in 

October a specific tax return for their 

exceptional wealth contribution. The 

filing of the tax return and the payment 

of the contribution will need to be made 

by November 15, 2012. 

As stated above, this measure has been 

submitted to the Constitutional Court, 

especially since it does not provide for 

the application of the tax shield. 

 Application of CSG and CRDS to 

non-residents with certain 

capital gains 

Non-resident individuals are now 

subject to French social security and 

social surtaxes (CSG and CRDS) levies 

of 15.5% on income and gains arising in 

respect of French real estate.  This 

measure seeks to align the system of 

taxation to those levies applying to 

French residents.  The applicability of 

this provision to persons residing in 

another EU state is uncertain at this 

stage. 

 

 

 Increase in contributions on 

stock option and restricted 

stock grants 

The employer social contribution, due 

at the time of grant for options or 

restricted stock, is increased from 14% 

to 30%. This new rate is applicable for 

grants made as of July 11, 2012. 

The rate of the employee contribution is 

increased from 8% to 10%. This 

contribution is due on grants made as 

of October 16, 2007, upon sale of the 

underlying securities, and is assessed 

on stock option and restricted stock 

gains.  

For restricted stock, the lower rate 

applicable for grants and gains below 

half of the social security ceiling is 

suppressed.  In the absence of an 

explicit indication, the new rate for the 

employee contribution should be 

applicable upon the sale of securities, 

underlying stock options, and restricted 

stock, as of the publication date of the 

Finance Law.  This is expected to be 

before mid-August 2012.  

 Social security and income tax 

for additional worked hours 

The 2012 Finance Law suppresses the 

measure, which had been introduced by 

the 2007 TEPA law, giving the 

employee a social security and income 

tax exemption on additional worked 

hours. The suppression of the income 

tax exemption is applicable on 

remuneration related to additional 

hours performed as of August 1, 2012 

and the suppression of the social 

security exemption is applicable on 

remuneration related to additional 

hours performed as of September 1, 

2012.  
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The possibility for the employer to 

reduce the employer social security 

contributions due on the additional 

worked hours is also suppressed, 

except, under certain conditions, for 

companies employing less than 20 

employees. This measure is applicable 

on remuneration related to additional 

hours performed as of September 1, 

2012. 

As stated above, these measures have 

been submitted to the Constitutional 

Court for examination. 

 Gift and inheritance taxes 

The allowance applicable per parent 

and per child on the taxable basis is 

reduced from €159,325 Euros to 

€100,000.  Until now, this allowance 

was available every 10 years. This 

period has been raised to 15 years.   

This period has also been raised to 15 

years for gifts in cash made to some 

family members and for the accounting 

of past gifts in the context of an 

inheritance. 

These new provisions are applicable to 

inheritances and to gifts as of the 

publication date of the second 

Amended Finance Bill for 2012, 

expected to be mid-August 2012. 

 Employer social taxes due on 

Top Hat Schemes are increased 

Employers are liable for a specific social 

tax due on defined pension benefit 

schemes, so-called Top Hat Schemes. It 

is due either at the time of financing or 

at the time of payment of the pension. 

The rate of the special social tax has 

been increased in the following way: 

- upon entry,  for schemes which are 

administered externally, the 

employer social tax due on the 

contributions has been increased 

from 12% to 24%.  For schemes which 

are administered internally, 

contributions have been increased 

from 24% to 48%.  

- upon payment of the pension, the 

employer social tax due on the 

pension paid has been increased from 

16% to 32%.  

This increase is applicable to pensions 

paid in relation to pension liquidations 

as of January 1, 2013.  This increase is 

also applicable to employer 

contributions paid or accounted for 

after December 31, 2012. 

 Increase of the 'forfait social' 

employer social charge 

The employer social charge called 

'forfait social' has been increased from 

8% to 20%. This tax is generally due on 

remunerations and benefits paid to 

employees or corporate officers which 

are exempt from social security 

contributions (mainly director fees, 

some additional retirement benefits, 

some profits sharing benefits such as 

'intéressement', 'participation', and 

'PEE'). The rate of 8% is maintained for 

employer contributions made to 

additional employee insurance schemes 

('prévoyance'). 

The increase in rate is applicable to 

remunerations or benefits paid as of 

August 1, 2012. 

 Threshold for social security 

taxes on severance payments is 

lowered 

Thresholds apply for subjecting 

severance payments, made to terminate 

an employment contract or an office, to 

French social security contributions 

and social surtaxes (CSG-CRDS).  

These thresholds, applied as of the first 

euro, have been lowered from thirty 

times the social security ceiling (i.e., € 
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1,091,160 in 2012) to ten times the 

social security ceiling (i.e., € 363,720 in 

2012).  This provision is applicable to 

severance payments paid as of 

September 1, 2012. 

What may the Budget discussions 

for 2013 include? 

We expect the 2013 Finance Bill, which 

should be debated and voted by the 

Parliament at the end of the year 2012, 

to include the following proposals.  

These proposals have been announced 

by the current Government: 

 Creation of a new income tax band 

and rate at 45% (rate which does not 

include the 3% and 4% contribution 

for high earners). In addition, it is 

expected to include a 75% income tax 

rate created for individuals who have 

earnings above €1m. The exact scope 

of this 75% income rate is still 

uncertain at this stage. 

 

 A global reform of wealth tax is 

expected with rates and bands similar 

to those applicable in 2011 (i.e., in 

2011 progressive rates from 0.55% to 

1.8% and bands starting at €800k). 

The threshold could also be set at 

€800k (i.e., the 2012 threshold is 

currently at €1.3m).  

 

 The capital gain tax rate (i.e., 

currently at 19%-34.5%, including 

CSG and CRDS tax of 15.5%) could be 

aligned with the progressive income 

tax rates (up to 41% in 2011 and 

possibly 45% in 2012). The option for 

the upfront forfeitary tax applicable 

on investment income could be 

suppressed leaving the only 

possibility for taxation at progressive 

income tax rates.  

 

 An increase of the CSG and CRDS 

taxes may also be included. 

What is the deadline for a 

trustee’s reporting obligation? 

The French tax administration has 

published a tax instruction which sets 

forth that September 15, 2012 is the 

deadline for the reporting obligations 

due by trustees.  The trusts in the scope 

of these reporting obligations include 

those which either: 

- hold French assets (there are some 

exceptions), 

- have one or several French tax 

resident beneficiaries, 

- are set up by one or several French 

tax resident settlors. 

We are still waiting for a Decree to 

precisely set out the practical 

formalities of these reporting 

obligations. This deadline could be 

pushed back to a later date if the decree 

is not published in time. 

The payment deadline of the specific 

0.5% contribution due on trust assets 

must be reported by September 15, 

2012 (previously June 15, 2012). 

Bottom Line 
 
The second Amended Finance Bill for 

2012 includes a host of provisions that 

will likely affect many globally mobile 

individuals working in France.  Global 

mobility program managers should 

review the potential impact of these 

measures as they relate to both cost and 

administration.  These changes are 

generally increases to tax amounts due, 

while some impose new circumstances 

for when tax is imposed.  The new 

measures involve a variety of different 

effective dates and thus care should be 

taken to analyze when the change in 

calculation should occur.  
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For more information, please do not hesitate to contact a member 
of the International Assignment Services (IAS) team in France 
including: 

Georges Morisson-Couderc                                                               
georges.morisson-couderc@fr.landwellglobal.com                                               
+33 (0) 1 56 57 83 73 

William Phillips                                                               
william.phillips@fr.landwellglobal.com                                                
+33 (0) 1 56 57 42 75 
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