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The French Parliament passed the 2011 Amended Finance Law on 6 July 2011, and 
it has been confirmed as complying with the Constitution by the Constitutional 
Council. The amended law, which contains significant changes to the taxation of 
trusts and wealth tax and introduces an exit tax system, has entered into force on 31 
July 2011.  

Taxation of trusts 

The amended Finance Law contains new provisions on the tax treatment of foreign 
trusts, clarifying the application of the wealth tax to trusts and specifically providing 
that transfers made through a trust will be subject to inheritance tax and gift tax if the 
settlor is a resident of France at the time of death or if the assets held via a trust are 
located in France (unless otherwise provided by an applicable tax treaty). 

Currently, trusts are not recognized under France’s personal tax law; instead, 
general tax principles are used to tax income arising from a trust, assets held in a 
trust or a transfer of property via a trust. This treatment has sometimes resulted in 
the absence of any taxation in France. To address this issue and ensure the taxation 
of assets and income held in a trust, the French tax code will contain new defined 
terms (including “trust” and “settlor”) and will set out events that trigger taxation and 
identify who will be liable to tax. “Trust” is defined as any legal structure created 
under the law of another country by a person, known as the “settlor,” to place assets 
or rights under the control of an administrator (trustee), in the interest of one or more 
beneficiaries. “Settlor” is defined as the person who sets up a trust or, in cases in 
which the trust was set up by a person acting in a professional capacity, the person 
who has placed the assets or rights in the trust. 

Having defined “trust,” French tax law also will be amended to determine the level of 
taxation in France. If the transfer of property via a trust is considered a gift or 
inheritance as defined by French law, the normal rules for gift tax or inheritance tax 
will apply. In all other cases, inheritance tax will apply at the time of the settlor’s 
death, even if assets are not actually transferred to the trust’s beneficiaries. If 
beneficiaries are the direct heirs of the settlor, inheritance tax will be due according 
to the brackets and rates applicable to direct heirs (i.e. at a marginal inheritance tax 
rate of 45%). In all other cases, inheritance or gift tax will be due at the highest 
inheritance tax rate (i.e. 60%). The highest rate also will apply if the trustee is 
resident in a country included on France’s black list of tax havens or, for trusts 
established since 11 May 2011, if the settlor is a French tax resident. 

Moreover, as from 1 January 2012, assets held in a trust will be included in net 
assets subject to the French wealth tax. The settlor of the trust will be the taxpayer 
for these purposes.  

Any trusts involving French residents (either as the settlor or as beneficiaries) should 
be reviewed to determine the tax obligations and financial consequences under the 
amended rules. 



Wealth tax  

The tax threshold for the wealth tax will be increased from EUR 800,000 to EUR 1.3 
million for 2011, so that taxpayers whose net worth is less than EUR 1.3 million will 
not pay any wealth tax in 2011. Those whose net worth exceeds that amount will 
have the tax assessed and settled according to the current rules and progressive 
scale (progressive rates from 0% to 1.8%) 

As from 2012, wealth tax will be calculated on all net taxable value on a simplified 
scale. Taxpayers with assets of between EUR 1.3 million and EUR 3 million will be 
subject to a tax of 0.25% and those with assets over EUR 3 million will be subject to 
tax at a rate of 0.5%. This is not a two-bracket progressive scale, but rather a 
proportional scale for the entire assets of a taxpayer, with the rate depending on the 
amount of the taxpayer’s net worth.  

The mechanism setting the total of wealth tax and income tax at an upper limit of 
85% of the previous year’s income will no longer apply as from 2012, and the 
reduction per dependent will be increased to EUR 300 and extended to children who 
are claimed as dependents in the household.  

In addition, changes will be made to the compliance obligations in respect of the 
wealth tax; the deadline for submitting the return and paying any tax due will be 
postponed to 30 September 2011 (from 15 June 2011).   

As from 2012, taxpayers with net worth of less than EUR 3 million will no longer 
have to file a complete wealth tax return; instead, their worldwide net taxable assets 
will be reported on their individual income tax returns. When filing an income tax 
return, a taxpayer will have to be able to prove the amount of his/her net worth (this 
means assessing goods listed as assets and debts as liabilities). While claiming to 
have introduced a simplified tax return process for individuals with assets under 
EUR 3 million by reducing the wealth tax return filing obligations, the law has, in fact, 
considerably increased the complexity of filing income tax returns. 

Although the French government has issued a number of communications on the 
simplification of the wealth tax return, taxpayers should be prepared for a potential 
future tax audit by retaining all supporting documents. This implies preparing a 
complete French wealth tax return to assess net worldwide taxable assets, even 
though supporting documents will no longer have to be submitted to the tax 
authorities.  

Exit tax 

Following a 2004 decision by the European Court of Justice (ECJ), France abolished 
its exit tax as incompatible with EU law. Based on recommendations provided in the 
ECJ’s decision — and to discourage the transfer of domicile outside of France for 
fiscal reasons — the 2011 amended Finance Law introduces a new exit tax 
mechanism that applies retroactively for certain residents transferring their domicile 
3 March 2011.  

Upon departure from France, income tax and social taxes will be levied on the 
unrealized capital gains on certain securities/equivalents and payables, as 
calculated on the value on the day before the transfer outside France. To do this, the 
law introduces a new trigger event so that the transfer of tax residence is deemed to 
have taken place on the day prior to the actual departure, i.e. one day before the 
taxpayer ceases to be subject to a worldwide tax obligation in France.   

Targeted are those taxpayers who were domiciled in France for at least six of the 10 
years before the transfer and who hold directly or indirectly at least 1% of the capital 
of a company (or the holding is valued at more than EUR 1.3) at the time of the 
transfer. Unrealized capital gains on the securities and equivalents are taxable, as 
well as payables representing an additional price to be received in execution of an 
indexation clause (earn-out payments). In addition, regardless of the length of the 
taxpayer’s tax residence in France or the size of the shareholding, all declared 
capital gains on a transaction carried out in France that benefited from a postponed 
date of taxation will be taxed at the time of the transfer.  



While tax is immediately triggered, payment may be postponed under certain cases:  

         A legal extension without the taxpayer having to provide financial guarantees is 
granted for transfers to an EU Member State or to a registered EEA country, 
provided the EEA country has signed both an administrative assistance treaty 
and a treaty that provides administrative assistance for recovery of tax;  

         Taxpayers that transfer their domicile outside France and the EU/EEA can opt 
for an extension, but they will be asked to provide financial guarantees (e.g. 
bank guarantee) before departure and to designate a tax representative in 
France. However, when the transfer is made for professional reasons, 
adjustments are permitted to avoid having to provide guarantees.  

The grace period ends, triggering payment of the tax due, when certain events take 
place, such as the sale, purchase, reimbursement, cancellation or donation of 
securities (under certain conditions) or the taxpayer’s death. Additionally, provided 
the securities have been kept, the tax will be cancelled or refunded eight years after 
the transfer of domicile outside France or, in the event of a return to France, prior to 
the eight-year period. Finally, taxpayers who transfer their domicile outside France 
must comply with new tax reporting obligations. 

While additional guidance is expected from the tax administration, taxpayers who left 
France since 3 March 2011 should determine whether they are liable to pay the exit 
tax once the law enters into force. Taxpayers planning a transfer of domicile, even 
for professional reasons, should prepare for the exit tax in advance of the transfer. 
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People to contact 

If you have any questions concerning the issues in this GES NewsFlash, please 
contact one of the tax professionals at our Deloitte offices as follows: 

Anne Vaucher 
President 
avaucher@taj.fr 

Tel +33 1 55 61 54 56 
 
Diane Artis  
dartis@taj.fr 

Tel +33 1 55 61 60 64 
 
Sabine Binisti 
mailto:sbinisti@taj.fr 

Tel +33 1 40 88 70 40 
 
Nadia Hamya 
nhamya@taj.fr 

Tel +33 1 40 88 70 29 
 
Christina Melady 
cmelady@taj.fr 

Tel +33 1 40 88 29 85 
 
Nicolas Meurant 
nmeurant@taj.fr 

Tel +33 1 40 88 71 69 
 
Philippe Legeais — Lyon 
plegeais@taj.fr 

Tel +33 4 72 43 38 75 

This NewsFlash information is also included in our biweekly GES newsletter, Global 
InSight, which you will receive directly if you are on the central distribution list. 
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If you are not on the central distribution list and received this communication by 
some other means, you can follow these few simple steps to be added to the central 
distribution list: 

 Go to the Deloitte Subscriptions Page on Deloitte.com 

 Enter your e-mail address to login or create a profile 

 On the next page, enter your contact information and choose Tax: Global Insight 
under E-mail Newsletters 

 Click “Save Profile” 

Be sure to visit us at our Web site: www.deloitte.com/tax. 
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This material has been prepared by professionals in Taj, French tax and legal firm, 
member of Deloitte Touche Tohmatsu Limited. 

About Taj 

Taj is one of the leading French law firms, specialized in international tax and legal 
strategies. Taj is based in Paris, Bordeaux, Lille, Lyon, Marseille and Tours. Its 
primary areas of expertise include international taxation and transfer pricing, 
mergers and acquisitions, indirect taxation, tax audit and litigation, international 
mobility taxation, labor law, business law and insolvency law.  

Taj is a member of Deloitte Touche Tohmatsu Limited, enabling its clients to benefit 
from the expertise of 25 000 Deloitte tax experts in 150 countries. For more 
information, see www.taj.fr. 
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