
Insurance Services | Risk Management | Employee Benefits

WS&Co. Briefing

Australia

In Australia, earnings generated by Transition to Retirement Pensions will be 
taxed at 15%, rather than being tax free.

Taxation – Transition to Retirement Pensions
Superannuation is a retirement saving plan funded by the employer and 
topped up by employees’ salary with tax entitlements. Employees are able to 
keep working while drawing down some of their Super benefits. Transition to 
Retirement Pensions enable individuals over the age of 55 to access their
Super while they are still working. Employees can sacrifice a portion of 
their income to a tax-free transition pension, which means they can keep 
contributing to their Super and pay just 15% Super contribution tax. To 
supplement their take home pay, individuals draw down income from their 
Transition to Retirement Pension account. High income earners who don’t need 
the extra cash can withdraw the money from their pension and pump it back in.

Under the new rules, earnings generated by Transition to Retirement Pensions 
will be taxed at 15% rather than being tax free. High income earners who inject 
the money they withdraw from the transition accounts straight back in will now 
be subject to the $500,000 lifetime limit on after-tax contributions.

Tax is applied for individuals between the ages 56 to 59 upon withdrawal of 
money out of transition to retirement pensions; tax free withdrawals apply to 
savers over aged 60.

Under the Coalition’s proposed regime, Transition to Retirement Pensions would 
only be useful for people who need extra cash while they reduce the number of 
working hours, or who are able to make larger contributions to their Super than 
they might otherwise.
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It is expected that savers on higher incomes would either 
turn off Transition to Retirement Pensions or stop working 
and convert them to a full pension, as full private pensions 
are tax free.

Brazil

Brazilian employers are now responsible for collecting 
terminated employees’ monthly premiums, as carriers are 
no longer obliged to issue individual invoices.

Employer Responsibilities for Terminated Employees
Employers who are sharing medical and dental cost with 
employees should review the benefit structure and decide 
if they should stop their contribution to this, as employees 
have the right to extend the medical/dental plan for a 
minimum of 6 months and a maximum of 24 months after 
termination, dependent on the length of the period of 
contributions.

As a result, if employees do not pay for their contribution, 
the burden of costs and claims will be placed on 
the employer. Employers should also review their 
administration and budgeting processes for this change.

Canada

In Canada, workplace pension plans will likely be revamped 
to integrate a larger CPP.

Canada Pension Plan Provision
An agreement was reached by all provinces (except 
Quebec) to expand the Canada Pension Plan (CPP), the 
social security scheme that covers Canadians outside 
Quebec. Quebec has its own social security plan called the 
Quebec Pension Plan (QPP).

Once it is fully phased in, the enhanced CPP benefit will be 
up to 50% bigger than the current maximum benefit. This 
will have a number of implications in the mid- to long-term 
and allows governments and pension plan sponsors to 
make changes to workplace pension plans.

Workplace pension plans will likely be revamped to 
integrate a larger CPP, even if they are not currently 
integrated and will eventually close the pension income 
gap that currently exists for middle income
Canadians.

India

India announces its plans to increase various insurance 
policies and the duration for maternity benefits.

Increase on Goods and Services Tax (GST)
Insurance policies - life, health, motor, and other general 
insurance products - will begin to cost more from April 2017 
as individuals will end up paying up to 300 basis points 
more in taxes. This could pinch the middle class more as 
they continued to depend more on insurance for savings 
than other investments like stock markets. Indeed, the pure 
protection may cost more than the unit-linked insurance 
plans.

There are two parts of insurance and service tax is levied on 
the protection part and not the investment part. Term plans 
will be the most hit which will become costlier by 300 basis 
points. A basis point is one-hundredth of a percentage 
point. Service tax of 15% is levied on term plans, which are 
pure protection. This will go up to 18% in the new regime.

Presently, the current rate on service tax is 3.5% and is 
levied on protection part of endowment and unit-linked life 
insurance policy in the first year and 1.75% from second 
year onwards. This would go up to 4.5% in the first year and 
2.25% from second year onwards.

The industry believes that higher tax rate will have a 
negative impact on the insurance industry. Life insurance 
penetration has shown negative growth over the last few 
years. It has dropped from 4.6% in 2009 to 2.6% in 2016. 
The life insurance council - representative body of life 
insurance companies - has asked the finance ministry that 
GST be levied on the premium collected by the insurance 
companies only for their life insurance services, excluding 
the investment portion where the insurance companies act 
purely in a fiduciary capacity

Provision to Enhance Maternity Benefits
The government is set to enhance maternity benefit from 
12 weeks to 26 weeks through an executive order. Currently, 
there is already a provision of 26-week maternity leave for 
government employees, but most private sector firms offer 
a maximum of three months and maternity benefits are not 
provided at all in many smaller establishments.

(continued on page 3)
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Peru

Peru makes changes to the current law regarding pension 
benefits.

Legislation – Pensions 
New legislation introduced reforms to the pension law, the 
Texto Unico Ordenado de la Ley del Sistema Privado de 
Administracion de Fondos de Pensiones. The most notable 
changes are listed below.

• The early retirement scheme for the unemployed 
(Regimen Especial de Jubilacion Anticipada para 
Desempleados) is extended until December 31, 2018 
(Article 1).

• Affiliates over 65 years of age may choose to receive a 
pension benefit in any of the existing formats or 
alternatively, may now request a withdrawal from 
private pension fund administrators (Administradores 
de Fondes de Pensiones - AFPs) of up to 95.5% of 
the accumulated fund held in the personal retirement 
account (cuenta individual de capitalizacion - CIC) 
(Article 2).

• The affiliate is permitted to use 25% of the capital 
accrued in the CIC as collateral for the initial payment 
on a mortgage to acquire a first home (Article 4).

• Early retirement or access to paid contributions will 
be granted to an affiliate who is diagnosed with 
cancer or a terminal disease, subject to certain 
conditions. A payment of up to 50% of paid 
contributions including any interest may be granted 
where there are no beneficiaries (Article 5).

Singapore

Singapore announces changes regarding pension 
legislation, social security benefits, and corporation tax.

Legislation – Pensions
The Central Provident Fund (Amendment) Bill 2016 
previously passed into law and received presidential 
assent recently. It takes effect from a date determined by 
ministerial notice and its goal is to provide greater flexibility 
for members in the use and withdrawal of pension funds 
(retirement account balances). A further measure permits 
transfer of pension fund monies between spouses.

Social Security – Benefits 
The Central Provident Fund (Amendment) Bill 2016 
previously passed into law and received presidential 
assent recently. It takes effect from a date determined 
by ministerial notice and contains revised measures to 
the Dependents’ Protection Scheme (DPS) and Home 
Protection Scheme (HPS) benefits within the Central 
Provident Fund (CPF). This includes some relaxation in 
the payment of claims in instances where the disabled 
member may be able to secure future employment. A 
further measure clarifies the circumstances when cover 
may be refused on account of a pre-existing condition. An 
updated definition of “incapacitated” means that a total 
and permanent disability (TPD) or terminal illness is also 
included.

Corporation Tax
To help companies, especially Small and Medium 
Enterprises (“SMEs”), the Corporate Income Tax rebate will 
be raised to 50% for 2016 and 2017, subject to a cap of SGD 
20,000 rebate per year.

United Arab Emirates

The Dubai Health Authority (DHA) extends the deadline to 
comply with the new health compulsory insurance law for 
certain residents.

DHA – Six Month Grace Period
Individual sponsors who fail to provide health insurance 
for themselves, their employees (such as cooks, drivers, 
gardeners, maids, etc.) and dependents by June 30, 2016, 
the deadline set by Dubai Health Authority will not be facing 
fines this year.

A grace period of six months has been offered by DHA, as 
it plans to enforce the final stage of its mandatory health 
insurance scheme for all residents.

Health insurance is now linked to Dubai residency visas in 
an effort to have widespread coverage for the 3.8 million 
people living in the emirate.

The plan is in its third phase, which covers companies with 
100 or fewer employees and includes domestic workers 
and dependents of employees.

(continued on page 4)
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Woodruff-Sawyer is one of the largest independent insurance 
brokerage firms in the nation, and an active partner of Assurex 
Global and International Benefits Network. For over 98 years, we 
have been partnering with clients to deliver effective insurance, 
employee benefits and risk management solutions, both nationally 
and abroad. Headquartered in San Francisco, Woodruff-Sawyer has 
offices throughout California and in Oregon, Washington, Colorado, 
Hawaii and New England.  
 
For more information, call 844.WSANDCO (844.972.6326) or visit 
www.wsandco.com.

Vendor Newsflash

Icatu Seguros Launches a New Hedge 
Investment Fund in Brazil
An open investment architecture within a financial 
institution can improve the client’s asset allocation 
and diversification by offering competitiveness in 
terms of costs and returns. Icatu has been offering 
an open architecture to its clients for a long time in 
order to satisfy most of their investments needs.

The new investment fund made for pension 
scheme is the version of the onshore investment 
product Verde Fund launched in 1997, yet designed 
for pension schemes in accordance to the local 
legislation that regulates the business segment. 
Verde Fund being one of the largest and oldest 
hedge funds in Brazil, and well-known and sought 
after by investors in the market due to its excellent 
performance over the years, Verde AM Icatu 
Previdência will reproduce the same investment 
strategy and philosophy.

Likewise its pair, Verde AM Icatu Previdência 
aims the capital preservation and absolute return 
through a long term process. The fund blends 
local and global strategies, such as a structural 
allocation in global equities indexes and currencies 
plus investments in the Brazilian Fixed Income and 
equities.

The main goal of this fund is to outperform 
the benchmark CDI (Certificado de Depósito 
Interbancário) through investments made in the 
different asset classes.


