
 
 

The 2012 supplementary budget: how this may affect you 

 
The 2012 supplementary budget (LFR 2012) passed by the French Parliament on July, 31 
2012 contains substantial changes to the level of taxation applicable to individuals and is 
expected to raise €7.2bn in 2012 and €14bn EUR in 2013.1 

Amongst various provisions regarding VAT, financial services or the President and Prime 
Minister’s own wages, the following is relevant to UK residents owning a second home in 
France. 

Wealth tax (ISF) 

Since the deadline for declaration in 2012 is now over, it has been confirmed that an 
“exceptional contribution” will be payable on November, 15 2012 which is expected to raise 
€2.3bn.2  The contribution will be calculated by reference to the pre-2011 schedule of six 
bands below that will replace the current slab system of 0.25 per cent if between €1.3m and 
€3m and 0.50 per cent if above €3m. 

Net wealth (€) rate 
Not exceeding 800,000 0.00% 
Between 800,000 and 1,310,000 0.55% 
Between 1,310,000 and 2,570,000 0.75% 
Between 2,570,000 and 4,040,000 1.00% 
Between 4,040,000 and 7,710,000 1.30% 
Between 7,710,000 and 16,790,000 1.65% 
Above 16,790,000 1.80% 

 

The pre-2011 position is however not entirely restored since the €1.3m threshold resulting 
from LFR 2011 threshold is maintained. 

ISF (including the “exceptional contribution”) is expected to raise a record €5.7bn. 

For a net worth of €1.5m, the contribution in addition to the ISF already paid will represent 
an increase of 12.8 per cent compared to last year. 

For a net worth of €3.5m, the increase will be 23 per cent and for a net worth of €10m, the 
increase will be of 125 per cent compared to what was expected at the beginning of this 
year. 

                                              
1 http://www.assemblee-nationale.fr/14/projets/pl0071.asp 
2 Art. 3 of LFR 2012 

http://www.assemblee-nationale.fr/14/projets/pl0071.asp


Lifetime gifts / inheritance 

The current nil-rate band of €159,325 available per parent and per child, every 10 years 
(i.e. €637,300) for a couple with two children is reduced to €100,000 every 15 years (i.e. 
€400,000 for a couple with two children).3 

According to the Ministry of Finance, the increase is expected to only affect 10 per cent 
high net worth estates whereas 80 per cent of estates should remain exempt (instead of 85 
per cent currently). 

The current nil-rate band of €80,724 on lifetime gifts between spouses/civil partners 
remains available but the period is here again increased from 10 to 15 years.4  Spouse/civil 
partner exemption still applies on death. 

Income and capital gains 

LFR 2012 raises the level of the prélèvement social applicable on income and capital gains 
by two points which in addition to the so-called CSG, CRDS and contributions 
additionnelles now reaches a total of 15.5 per cent. 

The increase is expected to raise €800m in 2012 and €2.6bn in 2013. 

For the first time since their introduction in the 1990’s, social security contributions will now 
apply to non-residents including around 60,000 households receiving a French rental 
income according to the Ministry of Finance.5 

The Parliamentary opposition will submit the law to the Conseil constitutionnel with regard 
to the alleged “confiscatory” level of the tax.  This essentially refers to the level of ISF since 
cancellation of the so called “fiscal shield” in 2011.  As a result, no “cap” or plafonnement 
by reference to the individual’s income will apply for the first time since 1988. 

A decision is expected before 15 August. 
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3 Art. 4 of LFR 2012 
4 Art. 4 of LFR 2012 
5 Art. 25 of LFR 2012 
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