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In brief 

The Internal Revenue Service (IRS) recently announced that it will no longer challenge the claim of 

foreign tax credits (FTCs) by individual taxpayers who pay certain French taxes – the French 

Contribution Sociale Généralisée (CSG) and Contribution au Remboursement de la Dette Sociale 

(CRDS).  The IRS has stated that qualified taxpayers may file a refund claim of US federal income tax if 

they did not claim FTCs for such French taxes paid over the past 10 years.  Mobility program managers 

should review their populations working in France and identify those US taxpayers who could benefit 

from this change in position. 

 

In detail 

Background 

The ‘Eshel’ case 

The announcement stems from 

a Tax Court case that concerns 

an individual’s ability to claim 

FTCs if he/she pays French 

taxes known as CSG and 

CRDS.  The IRS won the 

original case in the Tax Court in 

2014 on the premise that the 

two French charges in question 

were effectively social security 

taxes and precluded from 

deduction or credit in the Unites 

States because the United 

States and France have a social 

security ‘totalization’ agreement.  

The IRS position on these taxes 

has existed for several years 

with information on their website 

and the US Embassy’s website 

declaring that the credit was not 

available.  Further, the credit 

was disallowed on examination 

for some taxpayers who claimed 

it on their US tax returns.  

The taxpayers appealed this 

decision and in 2016 the 

appeals court stated that the 

matter should be resolved by 

communicating with the French 

government to determine the 

real nature of these levies.   

More recently, counsel for the 

taxpayers and the IRS filed a 

joint statement with the Tax 

Court suggesting that the US 

Department of State and the 

appropriate French government 

agency have concluded that the 

CSG and CRDS are not social 

security taxes covered by the 

totalization agreement.  As a 

result, payment of these French 

taxes may be claimed as FTCs 

against US federal income tax 

and the IRS will no longer 

challenge a claim on this basis. 

US tax refund claims 

10-year look-back period 

The IRS announcement states 

that taxpayers have 10 years to 

file a claim for refund relating to 

FTCs for CSG and CRDS 

payments.  The 10-year period 

begins “the day after the regular 

due date for filing the return 

(without extensions) for the year 

to which the foreign taxes 

relate.”   

The IRS also notes that they will 

supply additional information 

regarding how to claim these 

FTCs soon.

https://www.irs.gov/individuals/international-taxpayers/foreign-tax-credit
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Refund claims may help ‘balance out’ 

larger US tax outlays 

Many US citizens and tax residents 

(including green card holders) residing 

in France and claiming their FTC on 

the ‘accrued’ versus ‘paid’ basis may 

have had their 2018 US federal 

income tax liabilities increase 

significantly as compared to previous 

years.  As a result, certain Americans 

working in France have endured 

permanent tax cash flow issues.  

The reason is that French income 

taxes on income historically have not 

been paid until the year after the 

income was received; however, 

effective January 1, 2019, France 

implemented a general income tax 

withholding system.   

For US citizens and residents claiming 

the ‘accrued’ FTC method, it is 

possible that little or no creditable 

taxes were generated in 2018 due to 

an effective ‘tax holiday’ in France on 

certain income.  Under the new 

French withholding tax system, certain 

income received in 2018 is not subject 

to French taxation to alleviate the 

burden of paying the previous year’s 

income tax and the new French 

withholding in the same year.  (See 

previous Insight from Global Mobility 

for more information.) 

The ability for Americans working in 

France to claim US FTCs for CRS and 

CRDS payments generally over the 

past decade could help minimize this 

cash flow issue, depending on the 

individual’s US federal tax position 

regarding so-called ‘excess FTCs’. 

There may be other situations where 

CSG and CRDS taxes have been 

assessed on investment income and 

capital gains which also might provide 

additional FTCs for eligible US 

taxpayers. 

The takeaway 

Quantify benefit 

Mobility program managers should 

review their mobile populations and 

begin to quantify what amounts may 

qualify for US tax refund claims. This 

analysis may involve several steps, 

including a separate review to 

determine any credits available for 

CSG and CRDS taxes imposed on 

investment income.   

Benefits may be claimed for CSG and 

CRDS amounts relating as far back as 

the 2009 tax year, although this may 

only result in a carryforward of excess 

credits if the person had already paid 

other French income taxes that 

equalled or exceeded that year’s FTC 

limitation.  The 10-year period begins 

“the day after the regular due date for 

filing the return (without extensions) 

for the year to which the foreign taxes 

relate.”  Mobility managers should 

note that this is the case regardless of 

when the French tax was paid or 

accrued. 

Evaluate how to claim credits 

Taxpayers should be prepared to file 

an amended return (Form 1040X, 

Amended US Individual Income Tax 

Return) for this claim.  However, due 

to the change in law that occurred for 

the 2018 tax year in France, an initial 

determination should be made 

whether there is an ability to use FTC 

carryforwards for the 2018 tax year.  

An employee’s 2018 US federal tax 

return may or may not have been filed 

at this point.   

After this evaluation, taxpayers can 

then go back and amend prior year 

returns. Taxpayers wishing to apply 

for a refund for the 2009 tax year can 

do so before April 15th of 2020.    

The IRS has stated that it will soon 

provide more details about amended 

return processes regarding this issue.  

For example, current IRS guidance 

requires the taxpayer to include a 

statement in an amended return that 

gives details about a refund claim 

relating to FTCs.  The IRS may later 

provide more specific data required 

for this statement.
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john.w.shea@pwc.com 
 
Clarissa Cole 
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