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FRENCH EMPLOYMENT LAW

France is an industrialized country with employment laws designed to both protect
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the interests of employees and match the economic priorities of business. Employ-
ment relations are governed by the French Labor Code (Code du Travail) and by indus-
try-specific collective agreements that reflect the practices of each sector. Flexible
working hours and shift patterns can be organized to suit production requirements.
Employee profit-sharing schemes are encouraged through tax and social security
contribution exemptions.
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l. Employment relations within
a company

Employment relations within a given company
are increasingly based on collective agreements
at industry level and at the level of individual
companies, with employee and employer
representatives playing a key role in ensuring
flexibility in the organization of working hours.

Governing texts: hierarchy

7

l.I. A freely negotiated employment
contract

The most common form of employment contract
is an open-ended contract (contrat a durée
indéterminée or CDI) which is generally written in
French (although the CDI does not necessarily have
to be a written document). In principle, parties are
free to write their own contracts and have a great

Parties are free to substitute agree-
ments reached through collective
agreements for certain legislative
and regulatory measures so long as
these do not contravene the law.
Such agreements include:

=> Inter-professional agreements
reached at national level to ensure a
cohesive overall system;

=> Industry-specific agreements
covering a given profession, which
must stipulate: minimum wage
levels, job classification, collec-
tive guarantees for insurance and

mutualization of training funds;

= Company or plant agreements
reflecting specific features of a
company and its employees.

Under legislation adopted on May
4, 2004, lower-level agreements
reached or revised from this date may
replace agreements at a higher level
insofar as the latter do not expressly
exclude this and on condition that
the requirements of industry-
specific collective agreements
are respected. This arrangement
is valid for agreements signed or

revised since this measure came
into force (May 7, 2004). The law
and these collective agreements
are the framework for employment
contracts. The Act of August 20,
2008 on corporate democracy and
working hours reform goes still
further, setting out the principle
that a company-wide agreement
prevails in negotiating working
hours: an employer organizes the
working hours of his employees
on the basis of a company-wide
agreement which can override
higher-level agreements.
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For more information:

www.legifrance.fr (conventions collectives / collective agreements)
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deal of liberty with regard to content, which may
include clauses specifying targets for pay, providing
for geographical mobility or requiring employees
to assume different professional roles, as well as
non-compete clauses, clauses covering ownership
of inventions and intellectual property rights,
etc. Contractual clauses must not be contrary
to the French Labor Code or to any industry-
specific collective agreement that applies to the
employer.The company’s actual activity,as stated in
its articles, determines which collective agreement
is applicable.

An employment contract must stipulate the

employee’s pay and job description, along with the

working hours and place of work.The contract may
also provide for a probationary period, which may
be as long as four months for a managerial post

(renewable once if an industry-specific agreement

allows this).The employee’s pay must be at least equal

to the minimum wage stipulated by the applicable
collective agreement and the statutory minimum
wage (SMIC), which was set at €9.00 gross per
hour on January I, 2011, i.e. €1,365 a month on
the basis of a 35-hour working week, or €1,560

a month on the basis of a 39-hour working week

including a 25% increase for overtime hours.The

contract may also provide for additional benefits
and a profit-sharing scheme.

-> Extra employees can also be hired to meet
temporary needs. However, the law restricts
the use of fixed-term contracts (CDD) and
temporary agency employees to specific
situations and generally sets an upper limit of
I8 months on such arrangements.

Short-term employment is an effective way for

companies to meet their needs, but fixed-term

contracts cannot be used on a long-term basis to
fill jobs that are related to the company’s regular
business.These types of contract must be in writing
and must specify the reason why they are being

made: |) Replacement of an absent employee; Il)

Replacement of an employee who has temporarily

moved to part-time work; lll) Gap before a new

employee takes up their post; IV) Temporary

EMPLOYMENT RELATIONS WITHIN A COMPANY

increase in the company’s business;V) Seasonal work;
VI) ‘Standard’ fixed-term contracts (according to
certain practices within a given profession).
=> It is now possible to draft fixed-term contracts
for managers and engineers which have a fixed-
purpose of a minimum of 18 months and a
maximum of 3 years (provision must however
be made for this in the collective agreement).
=> Employers may propose changes to an employee’s
contract. Depending on whether this involves a
substantial change or simply a change in working
conditions, it may be necessary to obtain the
employee’s consent.
A change to a contract may relate to an essential
component such as pay, qualifications, and more
generally, the work assigned to the employee. It
may also relate to an element of the contract
which might have been a determining factor for the
employee when they signed the contract, providing
it was expressed in a clear and precise clause. In
this case, the employer cannot impose a change to
the contract but must propose the change to the
employee. If the employee refuses, it is up to the
employer either to decide against the change or to
dismiss the employee.
=> For example: a change from day work to night
work is a substantial change: a relocation of the
workplace from the north to the south of France
is a substantial change, unless mobility clauses in
the contract provide for this.
Simple changes to working conditions may
however be imposed by the employer within
the remit of their managerial authority. Refusal
on the part of the employee does not lead
automatically to termination of the contract but
may constitute professional misconduct which
the employer could invoke to dismiss them on
these grounds.

|.2. Simple hiring procedures that can
also be completed online

—> A company can start hiring as soon as it has
been registered.
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France’s National Employment Office (Péle
emploi) can help companies by publicizing their
vacancies, identifying and short-listing applicants.
The Péle emploi can also offer and organize training
courses for applicants. Central government and
regional councils, which are responsible for
vocational training, can also organize training
courses to upgrade and improve the skills of
certain categories of future employees to suit the
needs of companies locating in France. Companies
can obtain government support in the form of
reduced social security contributions (relief on
low salaries or exemptions in certain regional
zones) and grants for hiring certain categories
of employees (state-subsidized jobs for certain
categories of employees). Since January 1,2010,
all companies have the right to request a rescrit
social (assessment ruling) called aide a I'emploi
(subsidized employment) which advises them on
their eligibility for these forms of support.
=> The administrative formalities involved in
hiring employees have been streamlined with
the introduction of a single reporting form
for newly hired employees (DUE — déclaration
unique d’embauche).
The employer must fill in the form in the 8-day
period before a new employee starts work and
send it to the local URSSAF office. The form can
also be submitted online. In this way, the following
can be carried out in a single procedure: the pre-
hiring declaration, registration of the employee with
the social security system (unless on secondment),
affiliation to occupational health and the organization
of the mandatory medical check-up (during the
probationary period) as well as affiliation to the
unemployment insurance body (Péle Emploi).
In addition to the DUE, the following is also
required:
=> declaring the first employee hired to the labor
inspection;
-> affiliating to the supplementary retirement funds
within three months of setting up the business;

=>carrying out the necessary procedures for
hiring a foreign employee (excluding European
nationals).

FRENCH EMPLOYMENT LAW

|.3. Offering employee status to
expatriate managers

As a general rule, company directors cannot be
bound to their company by an employment contract;
the articles of incorporation stipulate the terms
of their appointment, pay and dismissal. However,
some directors may sign employment contracts with
their companies, subject to certain prohibitions (e.g.
managing directors of sociétés anonymes, chairmen
of sociétés anonymes and sociétés par actions
simplifiées and directors with minority interests
in sociétés a responsabilité limitée).

|.4. Layoffs on personal or business
grounds

Employment contracts can be terminated at the
initiative of the employee (resignation) or the
employer (dismissal). Except during probationary
periods, employers must provide genuine and
serious reasons for dismissal, and comply with
the legally prescribed procedures, which vary
according to the reason for termination, the
number of employees concerned,and the number
of people employed by the business.

The Act of June 25,2008 on modernizing the labor
market establishes a new way of terminating an
employment contract: ‘rupture conventionnelle’ or
termination by mutual consent (see below).

1.4.1. Layoffs for business reasons

Layoffs can be individual or collective. Individual
employees must be asked to attend a preliminary
interview before they are laid off. The head of the
company must meet with the works council and
consult with it about collective layoffs.

Individual layoffs and layoffs of two to nine
employees can only become effective seven days
after the interview date, or |5 days later; in the
case of supervisory personnel.

A job preservation plan (plan de sauvegarde de
'emploi - PSE) must be drawn up when a business
with 50 employees or more decides to lay off 10 or
more employees in a 30-day period.This plan must
explain all action taken to avoid job losses, such
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| legal advice

Katell Déniel-Allioux, Co-Head of Salans Employment Practice Group

FLEXIBILITY AND SECURITY INWORK RELATIONS

IN FRANCE

Increased flexibility in the termination of
contractual relations: termination by mutual
consent

Until June 2008, contractual relations between
employers and employees in France could be
terminated essentially either at the employee’s
initiative (resignation), which precludes entitlement to
any severance pay or unemployment benefit, or at the
employer’s initiative (dismissal),a measure which must
be justified by genuine and serious grounds and which
entitles the employee to severance pay,as defined by
law or by a collective bargaining agreement, as well as
support from the Péle emploi (National Employment
Office).

Until the Act of June 25,2008 (“Modernizing the labor
market”) which established independent means of
terminating employment contracts, i.e. by mutual
consent, it was not always straightforward to settle
certain non-contentious situations between employer
and employee (difference of opinion/disagreement
between the parties not arising from any specific
conflict or the employee’s wish to seek employment
elsewhere). As such, the possibility of terminating
contracts by mutual consent has provided an answer
to a great number of cases. Since it came into effect,
a large number of employment contracts have been
terminated by mutual consent, without grounds having
to be justified, while securing collective severance pay
for departing employees (or statutory severance pay
if the latter is more favorable) as well as support from
the National Employment Office once their contract
comes to an end.

While termination by mutual consent is not a
settlement agreement, it nevertheless remains a useful
measure in settling a certain number of departures
amicably, while limiting the risks of employee disputes.
In principle, the employee only has 12 months (instead
of 5 years following a dismissal) to contest the validity
of this termination on the grounds of absence of
consent. Furthermore, it is up to the employee to
prove any absence of consent, while is up to the
employer to prove the genuine and serious grounds
for dismissal.

As such, termination by mutual consent simplifies
employee departures in certain cases and offers a
more consensual approach to employer/employee
relations.

Flexibility and security in work relations:
working time arrangements

It should be noted that although the legal working week
in France remains set at 35 hours, the introduction
of reforms to working time arrangements over the
last 10 years means that companies now have many
options (particularly through negotiations at sector
or company level) to adapt working hours as they
see fit. It is even possible, through an agreement
concluded at company level, to depart from the
provisions of any applicable collective bargaining
agreement, specifically concerning questions such
as working hours and part-time arrangements, even
if this is to the detriment of employees.

Similarly, the annual overtime quota is in principle
defined by the applicable collective bargaining
agreement or at company level by a company
agreement. It is only in the absence of any such
agreement that the statutory quota, set at 220 hours
per year, is applicable.

Finally, a departure is possible from the increase in
the overtime payment rate (set by law at 25% for
the first eight hours, i.e. from the 36th to the 43rd
hour inclusive, then at 50% as from the 44th hour)
by the collective bargaining agreement or company
agreement, although the increased rate may not fall
below 10%.This pay increase may also be replaced
by time off in lieu.

While the legal and regulatory framework for working
hours has therefore been made considerably more
flexible over time, the fact remains that employers
must remain vigilant in controlling and supervising
the number of hours worked,and more generally the
effective working hours of their employees in order to
ensure not only compliance with French law but also
to assist their employees as best they can in managing
their time properly and prioritizing tasks.
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as reorganizing work, job sharing, redeployment
of employees inside and outside the company, etc.
The plan must also explain the financial terms of
the severance package. It is then submitted to the
employee representatives and the employment
authorities.

The notification period for layoffs under a job
preservation plan varies according to the number
of employees concerned. Layoffs of up to 100
employees can take place 30 days after the
employment authorities have been notified of the
plan.The waiting period is 45 days for layoffs of 100
to 249 employees and 60 days for 250 or more
employees.

Severance pay for layoffs resulting from business
conditions is at least one-fifth of the employee’s
monthly pay (including bonuses) for each year of
service after one year and two-fifteenths of the
employee’s monthly pay for each additional year
beyond ten years.

For example,an employee with 10 years of service
and a gross monthly salary of €2,500 will be entitled
to €5,000 or two months’ pay. However, collective
agreements in some cases provide for higher
severance pay than this statutory minimum.
Severance pay is treated favorably by the tax and
social security system, receiving partial exemptions
from social security contributions and income tax.
Voluntary departures following job cuts,
redeployment or reorganization, and refusals to
accept substantial changes to employment contracts
are treated as layoffs.

1.4.2. An employee can be dismissed for
misconduct

Personal dismissal procedures can be initiated for
misconduct on the part of the employee or for
actions that fall short of misconduct but nevertheless
significantly harm the company’s interests.A warning is
often issued before initiating the dismissal procedure.
The employee must be given an opportunity to provide
explanations at a preliminary interview, before the
dismissal becomes effective.The employer must also
comply with the notice period to which the employee
is entitled by law or the relevant collective agreement.
In principle, the notice period is two months for

FRENCH EMPLOYMENT LAW

employees with more than two years of service.
Employees dismissed for personal reasons are now
entitled to severance pay equal to that paid for
layoffs on business grounds.

Employees are not entitled to severance pay in
cases of serious misconduct.

1.4.3. Rupture conventionnelle :

terminating an employment contract

by mutual consent

An employer and employee may negotiate to
terminate an employment contract by mutual consent.
This procedure, known as rupture conventionnelle
is quite flexible. At least one interview is required
to enable both the employer and the employee to
agree upon the termination and to determine the
accompanying conditions (no formal legal procedure).
The employee may be assisted by a person of
their choice from among the company personnel.
The employer and employee sign an agreement in
writing, setting out the termination date and conditions
including the payment due to the employee. The
employer and employee then have |5 calendar days
during which they can withdraw their position. The
agreement must then be approved by the employment
authorities (local unit — unité territoriale — UT —
within the Direction régionale des entreprises, de
la concurrence, de la consommation, du travail et
de 'emploi — DIRRECTE) within |5 working days,
subject to the UT checking that the procedure has
been carried out correctly, the mutual consent of
both parties and the termination payment, which
cannot be less than the statutory severance pay
due (or the contractual severance pay due,should
this be higher).

This procedure can only be used following
redundancy or resignation, as it cannot be
imposed upon the other party.

|.5. Gradual increase in retirement age to 62

In principle, employees cannot be forced by
their employer to retire before they are 70.The
employer can however propose retirement to
an employee once they reach an age of between
65 and 67, depending on their date of birth.
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Employees must be at least 60 before they can
retire; the exact age is rising gradually for all

savings plans

employees by four months every year, starting

on July 1,201 I,and will reach 62 for people born
in or after 1956 (Act of November 9,2010).
Retirement pension benefits are paid by specific

benefit offices.

Employee representation

The employee representation
system varies according to the size
of the company and concerns three
separate institutions:

= In companies with more
than 10 employees, employee
representatives are elected by the
employees to present individual
and collective pay claims and
to ensure compliance with
employment laws.

= A works council must be set up
when a company has 50 or more
employees. The council is elected
for a period of four years by the
employees to represent their interests
when decisions are made about
economic changes in the company
(such as company development and
changes in work organization) and
social and cultural issues.

If the company has fewer than 200
employees, the employer may decide,
after consultation with employee
representatives, to opt for a single
employee representation delegation
which combines employee and works

Il. Profit sharing and employee

In addition to their wages and salaries, employees
and company directors may be offered attractive
employee profit-sharing schemes and savings

plans providing tax and social security benefits
to both employees and employers.

The range of schemes available enables companies
to set up pay and benefit systems tailored to their

council representatives in the same
elected body.

= Establishments with 50 or
more employees must also set up
a Joint Safety Committee (CHSCT
— Comité d’hygiéne, de sécurité
et des conditions de travail) to
involve employees in training
and other initiatives to prevent
occupational risks and improve
working conditions.

Only union representatives have the
power to negotiate and enter into
collective agreements. Where there
are no union representatives, an
industry-wide agreement may allow
the employer to negotiate with elected
employee representatives, either those
making up the works council or those
chosen as delegates. Failing this, in
which event the situation must be
confirmed in a written report, the
employer may be authorized to
negotiate with an employee mandated
for this purpose. The result of these
negotiations must then be submitted
to employees for approval by a

PROFIT SHARING AND EMPLOYEE SAVI NGS PLANS

majority of votes cast. Trade unions
are also entitled to set up bargaining
units within a company.

Only around 8% of French employees
are unionized. In order to ensure
improved employee representation
in companies and better dialogue
between employers and employees,
areform initiated by the government
on union representation in companies
was passed and transposed into
the Act of August 22, 2008.
Since January 1, 2009, collective
company-wide agreements have
only been valid if they are signed
by one or more unions with at least
30% of votes and in the absence
of union opposition accounting for
over 50% of votes.

Union representation in companies
has also been reformed to improve
employer-employee dialogue. From
the next professional elections, a
union will have to obtain at least
10% of the votes cast in the first
round of the union elections to be
represented.
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specific needs, including supplementary retirement
and family benefits, stock options, corporate and
inter-company employee savings plans, etc.
Employee profit-sharing is mandatory in companies
with more than 50 employees and in this case
is referred to as participation, as opposed to
voluntary profit-sharing which is referred to as
intéressement.
=> Farticipation involves allocating employees a
fraction of company profits in accordance
with clearly defined rules. Procedures for
implementing the scheme are established by an
agreement between employer and employee
representatives. Monies accrued by an employee
under a profit-sharing scheme no longer have
to be frozen for five years; employees can
request immediate payment of all or part of
the corresponding sums.Tax and social security
relief apply to sums which have been frozen;sums

Employee incentives

FOR YOUR BUSINESS
OCIA R 0 »

MANDATORY - Exempt from social security contributions

PROFIT SHARING | - Fixed 6% social contribution (payment from
(PARTICIPATION) | 1/1/2009)

paid out immediately are only eligible for social
security contributions relief.

=> Intéressement allows employees to benefit
financially from the results or performance of
their company (or companies belonging to the
group of employers for which the employees
work). Immediately available (with no period
during which sums are frozen), the sums are
calculated in accordance with the agreement
which established the measure.These schemes
are collective and individual arrangements
are not permitted. Companies that offer an
employee savings plan must present employees
with a booklet setting out the provisions of
the plan when they sign their employment
contract. Provisions can also be made for
employee savings plans (PERCO promoting
retirement saving or PEE for constituting a
securities portfolio).

- Deducted from taxable income

circumstances
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- Exempt from deductions to finance apprenticeships, training and housing
- Recognition of a provision for investment equal to 25 or 50%, depending on the

VOLUNTARY > Exempt from social security contributions
PROFIT SHARING | - Fixed 6% social contribution (payment from
(INTERESSEMENT) 1/1/2009)

- Deducted from taxable income
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up to €200,000 over three years.

- Exempt from deductions to finance apprenticeships, training and housing

- Recognition of a provision for investment equal to 50% of the employer contribution
supplementing entitlements, subject to certain conditions, provided profit-sharing
is within the framework of an employee savings plan. Companies with fewer than 50
employees which conclude a profit-sharing agreement of this sort before December
31, 2014 will receive a tax credit amouting to 30 % of the sums paid to employees,

FOR YOUR EMPLOYEES
OCIA

MANDATORY - Exempt from social security contributions
PROFIT SHARING

- Subject to CSG and CRDS deductions (after 3% reduction)*
> Income generated by the plan subject to CSG and CRDS deductions (no reduction) and 2.3%
(PARTICIPATION) social deduction and to the tax financing the RSA (1.1%)

Not taxable (except interest on frozen
accounts received annually and not
reinvested)

VOLUNTARY . . —
PROFIT SHARING > Exempt from social security contributions

(INTERESSEMENT)

- Subject to CSG and CRDS deductions (after 3% reduction)

Not taxable provided profit-sharing
is within the framework of an
employee savings plan.
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lll. Organizing working hours:
agreement negotiated within
the company

Companies in France have a great deal of flexibility
in how they organize their working hours. Since
the Act of August 20,2008, executives have been
able to negotiate working hours within their
company.

[1I.1. 35-hour week: greater flexibility

Statutory working hours in France are 35
hours per week. These hours serve as the
basic reference, beyond which overtime is
calculated.

Overtime hours (heures supplémentaires) worked
in excess of statutory working hours are paid
to employees at an increased rate (25% more
than regular pay for the first 8 hours; 50% more
thereafter) in all companies as from October
[, 2007 (except where a collective agreement

Working hours in France

provides for a lower rate, which may not in any
case be less than 10%). The limit on overtime
available to an employer is negotiated through a
company-wide agreement (by default this is 220
hours per year per employee), which increases
annual working hours to 1,827, the equivalent
of over 39 hours per week for 47 weeks. The
payment of overtime can be substituted by time
off in lieu if this arrangement is agreed within
the company.

The collective company-wide agreement
(or industry-specific agreement) which now
determines the company’s working hours may
also state how overtime can be performed
beyond this overtime limit. As well as overtime
pay, the works council’s opinion must also be
sought and mandatory time off in lieu planned.
Maximum working hours are 10 hours per day
(a contractual exemption up to 12 hours can
be made) and 48 hours in any one week, with a
maximum average of 44 hours per week over a
[2-week period.
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AL PRO 0 ANDARD OVER QUOTA BEYOND STANDARD OVER QUOTA
COMPANIES CONCERNED All companies All companies Small companies @ Large companies
Set by collective agreement (company- or
35 ner week industry-specific) or Set by a collective agreement (company- or
WORKING HOURS p statutory annual limit of 220 overtime hours industry-specific) without exceeding the
or 1,607 per year : : - S
or 39 hours per week maximum working hours limit (EU legislation)
over full year = 1,827 hrs/year
ADMINISTRATIVE — . )
FORMALITIES None Simply inform the Works Council Works Council must be consulted

OVERTIME PAY RATES @

Not applicable

Rate provided for in collective agreement for the
business or sector

(10% minimum)
or by default 25% from the 36th to the 43rd hour
or 50% beyond that

Same as standard overtime quota

MANDATORY TIME
OFFIN LIEU

Not applicable

None

Time off in lieu is optional within the standard
overtime quota and must be included in a
collective agreement

50% beyond quota 100% beyond quota

(=1/2 hour (=1 hour per
per overtime hour overtime hour over
over 36 hours) 36 hours)

 Small companies have up to 20 employees and large companies have at least 21 employees.
@ If provided for in the collective agreement, time off in lieu can partially or entirely replace overtime pay.

ORGANIZING WORKING HOURS: AGREEMENT NEGOTIATED WITHIN THE COMPANY
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=> Provision can be made for a package of hours or
days for particular categories of employees stated
in the company-wide agreement (managers and
employees free to organize their own work).
Where a package is over a year, it must be part
of the collective agreement (unlike the weekly
or monthly hours package).
In every case, the use of a package implies the
agreement of the employee.
As such, the 35-hour week does not apply
to executives, to whom regulations on night
work, daily and weekly rest periods, and legal
holidays do not apply either. By the same token,
management personnel and non-management
employees working off the premises (such as sales
representatives, maintenance technicians, etc.)
are free to organize their own work but may be
subject to agreements based on a basic number
of hours or days worked (such agreements must
be made in writing).
These personnel free to organize their own work
are offered annual packages that stipulate the
annual number of days worked, with a maximum
of 218 days. Employees may have their time off
“bought back” (excluding paid leave) in return
for a salary increase: the number of working days
may then reach 235 days per year.

The salary increase paid to the employee is set by
an amendment to the initial package agreement
and must be at least equal to an increase of
10%.

The employer must respect the weekly | I-hour
rest periods, paid leave and unworked days in
the company.

[11.2. Major reductions in social
security contributions

Companies of all sizes and in all industries
have been entitled to reductions in social
security contributions on low wages since
2003.The reductions are calculated according
to the annual salary of the employee.They can
amount to 26% of gross wages for an employee
earning the statutory minimum wage (SMIC).
Average employer contributions on behalf
of employees earning the minimum wage are
between 17 and 21%, depending on the size
of the business.

Overtime hours and pay are no longer
factored in when calculating reductions in
employer contributions at minimum wage
level, neutralizing the impact of the increase

in pay.

Important incentives for increasing working hours

FHAR

> X F R = EEHW P HE 89 FF 5 K B
MAT (TEHZHFBACHIENEEA
RMRT) , TUAETENBHRE.
MR TEREBE —F, DAREFEDHIN
FRE (5ERHEATENETRE) .
EMELT, EAZARIERTRAIER
A

Hit, SEIESINENAEFTERTS
REEAR, NTREAR, AXRRUEL
. BEERERAKENBEREETRAN
MELRER. B, RBEIIENEEA
RMEBEEERL (HIAEERK. HiP
BARARE) UTBHTHBCHIE,
B8 THXERTE/NN B R
W CZHNEUBERRET) .
JEAZHIENASEEARTYEESF
THEMNBEER, BE-—FPIERE, &
£218K. RTUEF“MWE"HAK (5

1800 L fERY 8] 59 E 22 ¥ h 9 e

RIE2007F 108 | HE Mk,  Blan: T
MBI B ISAFEELmY RLETABREIIH000KT, RIKSHMIELEESIBDRILR

EHERH

EH

BrmENR) DUREINE: SENTHERXR
e PUE B N235K .

8 5 T 3 69 7 3 /8 34 %) 4R T VB RS 8]t i
METRE, BEDHELFIEMI0%.
BEXFUBF AT EE A NS 8.
THABEXELERNRE.

H.2. S RELH KRB R

TR R2EAFMMEMZLEEE M, 2003F
Fia, FIABRFRAIMSRESEHER
k. BREESLEREBRINFEHITE.
TBUEERMIE (SMIC) (R T, B&IK
BOLLREZUATRE THE26%.
TBRRERIZRIXPHESRE S FY
H17%-21%, BURTFASHIE.

EERS EAMBPE T HEAFITAREIAR
THERESBETEE, BALFMT ITF
s ae = S

palil

A,
/-

><]

BX

o

Under legislation which came into
force on October 1, 2007, significant
incentives are offered to employees
to accept overtime: overtime pay is
exempt from social security
contributions and income tax.

Reductions in employee contribu-
tions may amount to a maximum of
21.5% of an employee’s total pay.

For example:

An employee earning € 3,000 gross
per month at a gross standard hourly
rate of €19.78 works eight hours of
overtime.

These eight overtime hours are paid
at 125% of the standard hourly rate,
which yields a total gross monthly
salary of €3,197.80.

The extra pay employees receive for
overtime hours is fully exempt from
income tax and is subject to reduced
social security contributions (capped
at 21.5%).

Employers also benefit from reduced
employer contributions at a fixed
rate of €0.50 for each overtime
hour.
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[11.3. Staggering paid leave

Employees in France are entitled to five weeks
of paid leave.The employer can refuse to let an
employee take paid leave if the workload it is too
great. However, employers must let employees
take at least four weeks of paid leave between May
| and October 31. In addition to paid vacation,
there are 10 legal holidays and personal leave
days (births, marriages, bereavements).

[11.4. Sunday is a day off but relaxed
regulations introduced in 2009

Employees must be given a weekly day of rest
lasting at least 24 hours on Sunday. However,
there are many exceptions to the Sunday rule.
Permanent exemptions are granted when
warranted by the nature of the company’s
business (e.g. manufacturing firms using or
producing perishable goods, factories operating
around the clock, maintenance firms, etc.).
Exemptions also exist for businesses located
in communes categorized as tourist or spa
attractions, or at certain other highly popular
tourist sites, under the Act of August 10,
2009.

The authorities may also grant temporary
exemptions, for example when manufacturing
firms are operating with extra shifts. Exemptions
may also be granted within a month by the
local Préfecture to avoid a situation detrimental
either to the public or business interests. The
authorities may also allow Sunday opening
within urban areas of over | million inhabitants
(périmétre d’usage de consommation exceptionnel
— PUCE). These exemptions, granted on an
individual or collective basis, are granted by
the State Prefect in the département for a five-
year period.

The local mayor may also allow non-food retail
stores to open five times a year on Sundays.
Employees who work on Sunday receive extra pay
and are still entitled to a weekly day of rest.

[11.5. Organizing work time over the
year by averaging pay

Companies have several ways of adjusting
working hours to suit their business
requirements without incurring extra payroll
costs. Organizational arrangements of working
time are integrated into a single framework
by the Act of August 20, 2008: a collective
agreement may organize working hours over a
period of longer than a week to up to a year.
If the company experiences uneven fluctuations
in business which can be forecast, working
hours can be increased or cut in certain periods
without incurring additional costs or exceeding
legal limits.

111.5.1 Shift work does not entail
additional payroll costs

Shift working, over a period of several weeks, can
be introduced by the employer.The exemption
from the Sunday rule may be automatic or may
require local authorization, depending on the
activities concerned.

111.5.2 Working time arrangements

(by production cycle / special agreements
etc.) are organized by company-wide
agreements

Provision is made in the collective agreement for
the conditions and notice required of changes
to working hours or times (by default, seven
days), the limits for calculating overtime, how
to calculate an average salary and the threshold
for triggering overtime.

Production cycle work is used to manage
variations in activity over short periods (eight
to 12 weeks).Work may also be organized with
rotating shifts or teams.

In all of these cases, the company is not required
to pay increased wages or overtime pay, and it
is not required to provide time off in lieu, as
long as the statutory working hours are not
exceeded on average over the cycle.

ORGANIZING WORKING HOURS: AGREEMENT NEGOTIATED WITHIN THE COMPANY
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IV. Extensive high-quality
welfare cover

The quality and scope of welfare cover in France
ensure that both employers and employees can
benefit from a stable professional and family
environment.

IV.I. The social security system

France’s health and social security system pays

virtually all healthcare costs incurred by the

employees and their families.

The system offers four types of benefits:

= Health insurance (healthcare, maternity,
disability and death benefits);

=> Old-age pensions;

=> Family allowances;

=> Accidents at work.

The system is backed up by compulsory

unemployment insurance and supplementary

Working arrangements

retirement schemes. Employers are free to add
other insurance coverage to suit their employees.
The health and retirement benefits for employees
compare favorably with those offered in many
other OECD member countries.

IV.2. Social security contributions
relieve the company of responsibility
in cases of sickness, retirement and
unemployment

Employer and employee contributions are
collected by URSSAF. The employers’ share of
contributions amounts to 42% on average of
gross wages and the employees’ share amounts to
nearly 21%. Employer social security contributions
are substantially lower on low wages: depending
on the size of the company (more or fewer than
20 employees), they vary between 17% and 21%
on behalf of employees earning the legal minimum
wage (SMIC).
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Shifts longer than normal working hours
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Principle Fixed round-the-clock shifts
Shift A: 6-10am/2-6pm
Shift A 6am - 2pm Shift B: 10 am-2 pm/6 pm-10 pm
Shift B:2pm - 10pm oo
Example . Shift A: 6 am -2 pm
Shift C:10pm - 6am .
(3 eight-hour shifts) Stift B: 3 am - 5 pm
Shift C: 12 pm- 8 pm
Average working week 35 hours 35 hours
Rota e de prod 0
Principle Working days and days off divided among employees" Working hours are scheduled over the cycle
. . Weeks 1 and 2: 44 hrs
' Weeks 4 and 6: 28 hrs
Average working week 35 hours average of 35 hours over cycle
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@ With special arrangements for working on Sunday.
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DOING BUSINESS IN FRANCE

| legal advice

Mr. Olivier Maurin, Chartered Accountant and Auditor, Managing Partner of Audit & Diagnostic

UNDERSTANDING FRENCH PAYSLIPS

Obligations

Payslips must be issued to all individuals who live and work

in France:

* To employees who are covered by the general French social
security scheme.

*To seconded employees, as required by the mandatory
formalities laid down in the French Labor Code that apply to
employees temporarily seconded to France.

Employers must issue payslips whenever employees are paid,
generally every month, and must keep copies of payslips for
five years.

Form and content

There are no rules governing the form of payslips. However, the
content of payslips is laid down in the French Labor Code.

Standard payslips are very detailed

In general, payslips are printed sheets with three separate

sections.

The top of the payslip usually contains general information,

specifically about:

* the employer: name, address, registration number, APE code,
SIRET number, etc,;

* the employee:name, position held, position in the classification
contained in the relevant collective agreement;

* the French social security office (URSSAF) to which social
security contributions are paid;

* the relevant collective agreement;

* the period of work which the salary covers;

» the payment date of the sum actually received by the
employee.

The middle of the payslip contains details of types of remuneration

and lists all the social security contributions made by the

employee and the employer during the period in question.

Gross remuneration consists of gross salary, ancillary amounts

on which contributions must be paid (bonuses, length of service

bonuses, benefits in kind, etc.) and amounts paid in respect of

paid leave.

Gross salary (or base salary) is the amount negotiated with the

employee and stated in the employment contract. Net salary is

the amount received by the employee at the end of the month

and corresponds to gross salary less employee contributions.

Employer contributions do not form part of an employee’s

remuneration. They are not deducted from the employee’s

gross salary and are shown on the payslip solely for information

purposes.

Below is a simplified general example:

Gross salary = €2,000| €2,000
Employee contributions (approx.21%) = - €420
Net salary = €1,580
Employer contributions (approx. 42%) = €840
Total amount payable by the employer = €2,840

All social security contributions (employee and employer) are
paid every three months (for companies with fewer than 10
employees) or every month (for companies with 10 employees
or more) by the employer, mainly to six bodies:

* The French social security office (URSSAF) to cover illness,
old age, industrial accidents, family allowances and special
contributions (contribution to the repayment of the social
security debt, or “CRDS”,and the general social contribution,
or “CSG”).

*The National Employment Office (Péle emploi) for
unemployment insurance.

* The ARRCO (" fund for supplementary pensions.

*The AGIRC® fund for supplementary pensions for
management-level staff.

* A supplementary health insurance fund, for additional cover
in the event of illness.

* A contingency fund, for additional benefits in the event of
death or disability.

The bottom part of the payslip contains cumulative figures

since the start of the financial year, including paid leave and net

taxable income (the amount to be reported by the employee
to the tax authorities for income tax purposes).

Two possible methods of simplifying matters

The information relating to social security and tax deductions
can be grouped into six main categories: social security
contributions, special contributions (CSG and CRDS),
unemployment insurance, supplementary pension, contingency
fund, and other employer contributions.

Furthermore, since 2009, employers have been able to issue
payslips in electronic form to employees who have given their
consent. However; data integrity must be guaranteed: it must be
impossible to change the format of the payslip and the company
must use a secure software application.

WARRCO: French Association for Employee Supplementary Pension Plans
@AGIRC: French General Association of Pension Plan Institutions for Management-
level Employees
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