New Paye System
In France
How to prepare
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BACKGROUND
When it comes to processing payroll, France is a unique

in 2015, it was seen as a game changer. It made the

country in that employers are not involved in the collection

administration of withholding tax at source technically

of personal income tax. Instead of withholding it and

possible. However, the original 2018 implementation

reflecting the deduction on monthly payslips, employees

date was postponed for one year due to various political,

are paid a net salary. Individuals make a yearly income

technical and cultural reasons.

declaration, and tax centres located across France collect
this tax directly from them, one year in arrears. However,

So how will France’s new PAYE system work? What cultural

this system is set to change from 1 January 2019 when

and confidentiality considerations do you, the employer,

withholding tax at source (prélèvement à la source) takes

need to be aware of? And most importantly what do you

effect.

need to do to prepare? Read on to find out.

The idea of implementing a PAYE (pay-as-you-earn)
system in France is not new. It has been entertained by
virtually all French governments for the past two decades,
but cultural and technical obstacles saw it abandoned
time and time again. When the e-filing system known as
DSN (Declaration Sociale Nominative) was introduced
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HOW WILL THE NEW PAYE
SYSTEM WORK?
Put simply, from 1 January 2019, all French employers

The income tax deduction will appear as an additional line

will withhold income tax from their employee payslips

on employee payslips and will cause a reduction in net

when they prepare the monthly payroll. They will use pre-

salary. At the end of each month, when employee payroll

defined, individualised tax rates provided by the French tax

is processed, employers must report individual taxable

administration (Direction Générale des Finances Publiques

incomes to DGFiP via a monthly e-filing and pay the

- DGFiP) via the DSN system.

consolidated amount of employee income taxes through a
single automatic SEPA (Single Euro Payments Area) debit.

Individual tax rates are determined for employees based
on their declared income from the past year. Also taken

At the end of the year, employees will make their usual

into consideration is the employees’ entire household

annual income tax declaration to their local DGFiP who will

income, family size, tax credits and any non-wage gains

carry out any necessary recalculations and reconciliations

such as from rental properties or capital gains from private

between actual tax due, and the monthly payments that

investment. The individual tax rate can change throughout

have been made by the employer. Any balance owed will be

the year if employee personal circumstances change. The

paid by the employee to DGFiP.

DGFiP will provide a full list of updated tax rates each
month in the DSN’s CRM system for payroll teams to use.
Depending on when payroll is calculated during the month,
payroll departments will be allowed to use the previous
month’s rates, which remain valid for two months.

From 2019 employers in France must:

1

Apply their
employees’ tax rates
as provided by DGFiP.

2

Collect the necessary
monthly withholding
tax on employee net
salaries and declare
the amounts on
payslips accordingly.

3

Pay these amounts
monthly to the DGFiP
via DSN. Specific
repayment dates apply
depending on company
size (number of
employees).

The DGFiP takes responsibility for providing companies

Working with a professional payroll services provider in

with the correct tax rate for each employee, however

France – such as ourselves – is an optimal solution to

it is the responsibility of the employer to correctly

help you mitigate the risk of payroll errors and subsequent

calculate

consequences.

personal

income

tax

deductions

from

payslips and transfer the correct amount monthly.
It’s important to note that the employee is in no way
responsible for the deduction of personal income tax under
the new system and any failure to collect and transfer the
necessary amounts will see DGFiP pursue the employer.
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WILL MY EMPLOYEES BE
TAXED TWICE?
No. In this first ‘transition’ year, the government will effectively cancel the annual income tax bills of year 2018. Any
exceptional incomes and tax credits pertaining to tax year 2018 are however taken into consideration for the calculation
of individual tax rates.

WHAT CULTURAL AND
CONFIDENTIALITY ISSUES
SHOULD I BE AWARE OF?
Employers will only receive withholding
tax rates for their employees, and these
provide no specific information about
employee finances. However, tax rates
are considered quite personal in France
and are seen as a critical indicator of
one’s individual economic situation.
To

alleviate

privacy

concerns,

the

government is giving employees the
option to withhold their individualised
tax rate from their employer, and choose
to instead be taxed against a ‘neutral’
rate. Employees will be able to opt in or
out of disclosing their tax rate at any time
through the secure DGFiP portal.

Did you know?
The vast majority of taxpayers in France (90%) will have a
withholding tax rate of between 0% and 10%, despite many
different personal finance situations.
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HOW DO I PREPARE?
The first step in preparing for the new PAYE system is one

If you have not yet communicated the changes to your

that employers should have already completed; informing

employees, your obligation is to direct them to the following

their employees.

online government resource and helpline:

Most employees will already be aware of the change thanks

www.prelevementalasource.gouv.fr

to the French government’s comprehensive advertising

0811 368 368

campaign, which included a mandatory educational video
on the tax filing website that had to be watched before the
annual tax return could be submitted.

As an employer,
you must:
Inform your employees
Check your technical readiness status with your payroll
administrator or department
Identify and address all non-standard employee situations
with a tax advisor
Set up the SEPA debit
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The next step is to check your technical readiness for PAYE. In Q4 2018,
payroll departments will receive the employees’ individual tax rates in
their CRM reports and must apply them for the month of January 2019.
•

Is your payroll team fully aware of the change and adequately trained,
including how to handle corrections?

•

Has your payroll software been updated to accommodate the PAYE system?

Most payroll systems offer a test phase called ‘prefiguration’ which simulates
the future payslip layout. Your payroll team should begin prefiguration in Q4 and
not wait for the January pay run.
Individual employee circumstances may result in non-standard cases for your
payroll department. These need to be identified and addressed as soon as possible.
Non-standard cases include situations where an employee is:
•

A non-French tax resident

•

Living on the French islands

•

On a guaranteed net pay agreement

•

On extended sick leave

•

New to the company and without a personalised tax rate.

In these instances you may require the support of an income tax specialist, tax
lawyer or expat agency. In the absence of clarification, the payroll system will
apply the default French tax rate on all these employees’ earnings, which could
well be incorrect.
Monthly payment of employee income taxes must be made by the employer to
DGFiP – in Euros – via SEPA debit and no cheques or manual transfers will be
accepted. A SEPA mandate must be signed by employers to allow the DGFiP to
debit their account. You must make sure the nominated account is sufficiently
funded to support each monthly debit, as payment defaults will incur penalties.
If you already have a SEPA-enabled bank account, you will simply need to
update your payroll software with your bank details and sign a SEPA mandate.
If you don’t have a SEPA bank account or your bank will not support French
SEPA mandates, you can use the payment services of a third party provider –
such as ourselves.
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WHAT IF I HAVE A FOREIGN
COMPANY WITHOUT
ESTABLISHMENT IN FRANCE?
Foreign

companies

without

establishment

make

and their payroll department should use this same SIRET

up approximately 50,000 employers in France. The

number for the payment of PAYE to the SIEE. If you don’t

government has a designated DGFiP centre for them called

have a SIRET number for your foreign company without

the SIEE (Service des Impôts des Entreprises Etrangères).

establishment in France, you will have to apply for one as

Foreign employers should already have a SIRET (Système

soon as possible.

d’identification du répertoire des établissements) number
for paying social security contributions to Urssaf d’Alsace,

WHAT ADDITIONAL COSTS
SHOULD I EXPECT?
If you already use a payroll service provider to pay your

with non-standard tax situations, don’t have a SEPA-ready

employees in France, no special investment is needed to

bank account or are a foreign company from a country

prepare for the new PAYE system. However, due to the

that has no tax treaty with France. In that case, it may be

additional work and costs incurred by payroll and software

necessary to appoint a tax representative.

vendors, some increase in processing fees can be expected.
You may also incur additional costs if you have employees

Expect to incur additional costs if:

1

You have expat
employees with
unusual tax
statuses.

2

You don’t have a
SEPA-ready bank
account.

3

You’re a foreign
company from a
country with no
French tax treaty.
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WHO CAN I TURN TO
FOR HELP ?
TMF France’s HR and payroll team can provide you with

TMF Group’s global business services have been

guidance on the practical aspects of PAYE implementation

recognised by global market analysts Everest Group

and assist in communicating with the relevant tax centres.

and NelsonHall for our worldwide coverage, delivery

Our comprehensive HR and payroll services are provided

capabilities,

in-country, in the local language, and in line with French

technological solutions; all underpinned by a global

laws and customs. We are focussed on helping you stay

governance model that provides clients with increased

compliant, so you can focus on your core operations.

transparency and greater control.

scope

of

services

and

innovative

Our products and services are specifically designed to be
scalable to adapt to your business needs.
•

HR Administration services: including contracts,
employee relations, leave management, benefits,
mobility and other general HR admin.

•

Managed payroll: in-country payroll processed by
our Paris-based professionals.

•

Global payroll: we operate multi-country payroll in
more than 100 countries supported by our global
technology TMF Horizon - and delivered by our local
payroll service teams.

‘Leader’ and ‘Star Performer’ with more

‘Major Contender’ and ‘Star Performer’ with

active deals than any other provider -

strength in end-to-end payroll processing

Everest Group’s Multi-Country PEAK

- Everest Group’s Multi-Country PEAK

Matrix™ Assessment 2018.

Matrix™ Assessment 2017.

In a globally leading position for the most

‘Leader’ in multi-country payroll focus -

number of active payroll deals - Everest

NelsonHall’s NEAT Evaluation for Payroll

Group’s Multi-Country PEAK Matrix™

Services 2016.

Assessment 2017.

Widest Geographic Coverage and

A ‘Major Contender’ in global payroll

Strong Language Capabilities - Everest

outsourcing and the strongest provider

Group’s Multi-Country Payroll Platform

in Latin America - Everest Group’s Multi-

Assessment 2016.

Country PEAK Matrix Assessment 2015.
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ABOUT TMF GROUP
TMF Group helps its clients operate internationally and ‘belong’ wherever they are in the
world. We do this by making sure they are properly set up to do business in any country and
compliant with local and international regulations.
Our work includes helping companies of all sizes with business services such as HR and
payroll, accounting and tax, corporate secretarial, global governance, administration and
fiduciary services for capital markets activities, private equity and real estate investments.
We also offer consultancy services to extend your capabilities and help companies deal with
the complexities caused by growth and expansion.
In today’s environment, increasing business complexity means that a one size approach
doesn’t fit all - and the penalties for getting it wrong are getting heavier. Operating in over 80
jurisdictions, we provide our 15,000 clients with on-the-ground compliance and administration
services so they can venture further. We keep things running seamlessly, giving them the
peace of mind to focus on the bigger picture.
Our people localise the global world to help businesses succeed, which in turn helps
communities to prosper. We firmly believe that the only way to be truly ‘global’ is to put local
first, which is what our team of 7,000 in-country experts do for businesses of all sizes, every
day.
Get in touch to see what we can do for you.

contact@tmf-group.com
tmf-group.com
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Whilst we have taken reasonable steps to provide accurate and up to date information in this publication, we do not give any warranties
or representations, whether express or implied, in this respect. The information is subject to change without notice. The information
contained in this publication is subject to changes in (tax) laws in different jurisdictions worldwide. None of the information contained
in this publication constitutes an offer or solicitation for business, a recommendation with respect to our services, a recommendation
to engage in any transaction or to engage us as a legal, tax, financial, investment or accounting advisor. No action should be taken
on the basis of this information without first seeking independent professional advice. We shall not be liable for any loss or damage
whatsoever arising as a result of your use of or reliance on the information contained herein. This is a publication of TMF Group B.V.,
P.O. Box 23393, 1100 DW Amsterdam, the Netherlands (contact@tmf-group.com). TMF Group B.V. is part of TMF Group, consisting
of a number of companies worldwide. No group company is a registered agent of another group company. A full list of the names,
addresses and details of the regulatory status of the companies are available on our website: www.tmf-group.com.
© November 2018 TMF Group B.V.

