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Compliance Alert

AUSTRALIA

Australia makes changes to pension contributions, corporation tax, and 
taxation on pension benefits.

Pensions – Contributions

For the 2015/16 financial year, the maximum quarterly salary for superannuation 
guarantee contributions purposes has increased from AUD 49,430 to 
AUD 50,810. As a result, income thresholds have changed in regards to 
the calculation of the government co-contribution for after-tax personal 
superannuation contributions, and are as followed:

Year
Maximum 
entitlement

Lower income 
threshold

Higher income 
threshold

2015-16 $500 $35,454 $50,454

2014–15 $500 $34,488 $49,488

For the 2015/16 year, other factors in respect to contributions remain the same 
and are as followed:

• The maximum co-contribution entitlement is set at $500

• The matching rate is set at 50%

• The higher income threshold is set at $15,000 above the lower income 
threshold

Corporation Tax

Corporation tax has been reduced from 30% to 28.5% per the Government’s 
Paid Parental Leave (PPL) Levy of 1.5% for small companies with an overall 
annual turnover below AUD 2,000,000. Companies who do not fall within this 
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criteria are subjected to the current tax rate at 30%. This 
reduction should benefit many corporate businesses 
across all sectors, but in particular those smaller companies 
who will benefit from a much needed cash flow boost to 
support business activity and growth. 

The following table illustrates the effective overall tax 
burden, including the PPL Levy:

Taxable 
income($)

Income Tax 
– 28.5% ($)

PPL Levy – 
1.5% ($)

Effective 
overall tax 
burden (%)

5,000,000 1,425,000 Nil 28.5

10,000,000 2,850,000 75,000 29.25

15,000,000 4,275,000 150,000 29.5

20,000,000 5,700,000 225,000 29.625

Taxation – Pensions Benefits

Individuals age 60 or above can now make qualifying tax-
free superannuation withdrawals up to a maximum limit of 
AUD 1,395,000, which increased from AUD 1,355,000.

The untaxed plan cap amount:

• Limits the concessional tax treatment of benefits that 
have not been subject to contributions tax in a super 
fund

• Applies to each super plan from which a person 
receives super lump sum member benefits 

Previous cap amounts have shown to increase each year 
and are as followed:
 

Income year Amount of cap

2015-16 $1,395,000

2014–15 $1,355,000

2013–14 $1,315,000

2012–13 $1,255,000

2011–12 $1,205,000

2010–11 $1,155,000

2009–10 $1.1 million

2008–09 $1.045 million

2007–08 $1 million

CHINA

China has implemented a system for determining 
contribution rates for workers’ compensation, classifying 
occupations based on their degree of risk.

Social Security – Contributions

New legislation introduces greater risk-rating into workers’ 
compensation contribution rates by increasing the number 
of occupational classifications from three to eight in 
regards to risk-rating purposes. Basic rates may vary from 
1.9% for high-risk industries such as mining to 0.2% of 
wages for low-risk industries, such as clerical occupations. 
Depending on each enterprise’s loss record and safety 
management, rates may have pre-set parameters, varying 
from -50% to +150%. 

The purpose of these new guidelines is to reduce payroll 
costs for workers’ compensation insurance for employers 
in low-risk industries. Payroll taxes could be reduced by 
0.25% to 0.75% with this new rule. Over the long-term, these 
new funding standards should also reward companies with 
excellent standards for worker health and safety based on 
their claims experience. 

Under the new system, industry risk categories and rates 
are as followed:

Category Industries (Sample)
Base Rate 

for Employer 
Contribution

1 Software and Financial 
Services

0.2%

2 Retail, Business and Internet 
Services

0.4%

3 Food and Drinks, 
Manufacturing

0.7%

4 Transportation, Automobile 
and Other Specialized 
Manufacturing

0.9%

5 Paper Products, Construction, 
Road and Water 
Transportation

1.1%

6 Chemicals, Iron and Steel, 
Fisheries

1.3%

7 Oil and Gas, Energy 1.6%

8 Mining 1.9%

(continued on next page)
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INDIA

New legislation in India introduces a service tax that will 
apply to all insurance services and general business.

Service Tax

New legislation requires a service tax (Swachh Bharat Cess) 
at a rate of 0.5% to be taxed on all taxable services. 
Specifically for term life policies, riders to traditional 
endowment plans, unit-linked policies (ULIPs), and health 
plans, the new rate of service tax will be 14.5%; previously, 
this was at 14% without Swachh Bharat Cess and 12.36% 
prior to this. For traditional endowment plans, the rate will 
be 4% for the first year and upon renewal, 2.25% (increased 
from 3.5% and 1.75%, respectively).

Swachh Bharat Cess would be levied, charged, collected, 
and paid to government independent of service tax. In 
addition to insurance services, this tax applies to air travel, 
mobile telephone services, bills, eating in restaurants, and 
mainly doing any form of business in India.

MOROCCO

Morocco makes changes to their current healthcare system 
by providing medical coverage to students in higher 
education.

Legislation – Healthcare 

New legislation requires health insurance to be provided to 
students, taking one step further towards universal health 
insurance coverage. Medical coverage will be provided to 
students at universities and vocational training centers as a 
significant portion of the population in Morocco is currently 
without medical coverage, including both employees and 
families.

With an increase in coverage, the demand for doctors will 
greatly increase as currently, there are about 6.2 doctors 
per 10,000 individuals. The Ministry of Health has initiated 
training programs to boost this ratio to 10 doctors per 
10,000 individuals and aims to do so in the near future by 
adding 3,000 doctors in the next year for the next five years.

UKRAINE

Ukraine has made changes to tax exemptions on long-
term life insurance policies, the coefficient used towards 

reducing social insurance taxes for social security 
contributions, and the premium tax towards private medical 
premiums.

Taxation – Insurance 

A reduction from 10 years to 5 years now applies to the 
qualifying term for tax exemption on long-term life policies.

Social Security – Contributions

Effective January 1, 2016, a coefficient of 0.6 may be used to 
calculate social security contributions. It will apply towards 
salary paid to private individuals, reducing the social 
insurance tax payable by 40% in regards to social security 
contributions for retirement, survivor, disability, maternity, 
and unemployment benefits. Employers may use this 
method without any restrictions in comparison to the recent 
coefficient of 0.4.

Previously, the coefficient of 0.4 reduced the social tax 
payable by 60%, but required many criteria to be met, such 
as: an increase by at least 20% in pensionable salary per 
employee in the reporting month in comparison to the 
previous year, the number of employees in the reporting 
month is less than 200% in comparison to the previous 
year, and the average unified social tax after the reduction 
per employee in the reporting month is not less than the 
previous year’s. 

Premium Tax

The 3% premium tax no longer applies to private medical 
premiums as long as the duration of the contract is greater 
than one year and a direct settlement is made to medical 
facilities.

UNITED KINGDOM

United Kingdom has proposed changes to the Pension 
Protection Fund (PPF), published automatic enrollment 
earnings thresholds and qualifying earnings bands for the 
2016/17 year, and announced a new secondary annuity 
market.

Proposed Changes to the Pension Protection Fund

Modifications to the entry rules and updates to reflect 
pension flexibilities in regards to the pension Protection 
Fund (PPF) are currently being proposed and are as 
followed:

(continued on next page)
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• Entry rule requirements are currently being reviewed in 
order to make the process more streamlined, 
especially in regards to employers who carry out their 
business in EU member states as opposed to the UK

• The age at which PPF compensation and a PPF money 
purchase lump sum can be paid out will be changed to 
normal minimum pension age while the age at which 
PPF trivial commutation lump sum can be paid out will 
be changed to age 55 with no upper age limit

• Members wish cash balance benefits will not have the 
right to receive compensation in the form of a lump 
sum even if their scheme grants them the right to 
payment of an UFPLS (Uncrystallized Funds Pension 
Lump Sum)

• Payment will still be allowed to members with non-
money purchase benefits who had applied to have 
their benefits converted into money purchase benefits 
before the assessment period

• Members who have money purchase benefits along 
with schemes that have been transferred to the PPF 
will result in the PPF signposting them to Pension 
Wise should they be within six months of their normal 
minimum pension age or if they meet ill-health 
conditions

Automatic Enrollment – 2016/17 Thresholds

The Department for Work and Pensions has published 
automatic enrollment earnings trigger and qualifying 
earnings bands for 2016/17.

Per the UK Government, the minimum earnings trigger will 
not change, remaining at £10,000. Approximately 180,000 
workers earn between £10,000 and £11,000, meaning 
these workers will not benefit from income tax relief on 
their contributions as they are automatically enrolled into a 
workplace pension that uses a method involving “Net Pay 
Arrangement”.

The UK Government has also decided that the qualifying 
earnings band should reflect the National Insurance lower 
and upper earning thresholds:

• The qualifying earnings threshold for lower incomes 
will remain at £5,824 due to the rate of inflation being 
at 0%

• The qualifying earnings threshold for higher incomes 
will increase from £42,385 to £43,000

New Secondary Annuity Market Introduced by 
Government

Beginning in April 2017, more than 5 million people will be 
allowed the opportunity to sell their annuity as the UK 
government outlines its plans to create a new secondary 
annuity market and extend its landmark pension freedoms. 
With these new changes, millions will be given the freedom 
to utilize that capital as they see fit. All individuals interested 
in selling their annuities are required to seek financial advice 
from services such as Pension Wise in order to ensure 
that people understand what their options are and receive 
recommendations for next steps. Retirees have the option 
to take the annuity as a lump sum or receive payment in 
installments. 

Further details on how the new secondary market will be 
implemented are as followed:

• Pension annuities held in an individual’s name and 
belonging to that individual will be eligible for the new 
freedoms

• The FCA will regulate all UK-based annuity purchases 
and intermediaries

• Annuity providers will be allowed the opportunity to 
repurchase an annuity

• A comprehensive protection package will be 
introduced to insure individuals are making the right 
decisions about their savings, including:

 - The extension of the free and impartial Pension 
Wise service to cover the secondary annuity market

 - The requirement for individuals to look into and 
utilize independent financial advisors for annuities 
with a value above a certain threshold

 - The opportunity to ask the independent regulator 
(or the FCA) to implement a consumer protection 
framework, which may include consulting on risk 
warnings or ways for consumers to understand the 
fair value of their annuities

Other important information includes the following:

• The government will remove the 55%-70% tax charge 
for people who are interested in selling their annuities 
and will be taxed only at their marginal rate

• The annuity provider will continue to pay annuity 
payments for the lifetime of the annuity holder, but 
payments will be reassigned to the purchaser once it 
is sold 

(continued on next page)
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• Joint annuities and annuities with a guaranteed rate 
are included in the annuities that may be sold, 
beginning in April 2017

VENDOR NEWSFLASH

India: Apollo Munich Launches First Exclusive Health 
Insurance Plan

Recently, Apollo Munich launched India’s first exclusive 
health insurance plan, Dengue Care, to cover mosquito-
related diseases due to the monsoon season such as 
dengue. Previously in 2014, over 40,000 cases involving 
dengue were reported in India with an estimated 6 million 
cases being unreported. Hospitalization for dengue 
treatment averages at a cost of INR 35,000 per individual. 
With Dengue Care, both hospitalization and outpatient care 
are covered at a one-time annual premium payment of INR 
444, providing coverage of up to INR 50,000 for inpatient 
care and INR 10,000 for outpatient treatment.

Woodruff-Sawyer is one of the largest independent insurance 
brokerage firms in the nation, and is an active partner of International 
Benefits Network and Assurex Global. For over 95 years, Woodruff-
Sawyer has been partnering with clients to implement and manage 
cost-effective and innovative insurance, employee benefits and risk 
management solutions, both nationally and abroad. Headquartered 
in San Francisco, Woodruff-Sawyer has offices throughout California, 
in Portland, Oregon and in Denver Colorado. For more information, 
call 415.391.2141 or visit www.wsandco.com.

The information provided in this Compliance Alert should not be  
construed as legal advice or opinion on any specific facts or  
circumstances. The contents are intended for general information 
purposes only and you are urged to consult counsel concerning  
your own situation and any specific questions you may have.

Certain local legislations are passed retroactively, hence the timeline 
for these alerts and their effective dates may not always coincide.


