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BRAZIL

The Brazilian government plans to allow employers with financial difficulties to 
reduce employee salaries by up to 30% and provide financial assistance.

Employer Assistance during Financial Difficulties

New legislation in Brazil allows employers who are undergoing difficult financial 
situations to reduce salaries paid to their employees by up to 30%. This change 
applies to all employees in one company or a certain group of the company. 
As a result of this new mandate, employees cannot be terminated without a 
specific reason for about 9 months as the process for reducing salaries will 
undergo an initial trial of 6 months. Financial assistance will be provided by the 
government, paying the employee up to a maximum of BRL 900.894 for 50% of 
the reduction of salary. Further discussion and review of this provision will be 
necessary through trade unions and the Brazilian government as new measures 
may be implemented through collective agreements.

CHINA

China has made changes to their child policy and maternity leave rights.

Provisions to Child Policy and Maternity Leave Rights

New legislation in China has increased the one child limit per family to two, 
impacting current labor law provisions that affect maternity rights. For the past 
three decades, employees were only allowed paid maternity leave once during 
their time with a company and only if that employee was at least 24 years old. 
With this new legislation in place, employees are now allowed maternity leave 
for their first and second child, disregarding any age restrictions that previously 
applied. As a result of this reform and granted benefit for maternity leave, 
employees will no longer have the right to paid marriage leave instead.
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GERMANY

Germany has made changes to the thresholds that apply to 
monthly social security contributions. 

Increase of Social Security Contribution Monthly 
Thresholds

New legislation in Germany has increased the monthly 
social security contributions for pension and 
unemployment insurance provisions at EUR 6,200 per 
month for western Germany states and EUR 5,400 per 
month for eastern Germany states. In regards to the medical 
insurance portion of the social security scheme, the new 
threshold for all of Germany is EUR 4,237.50 per month.

INDIA

India decreases its corporate tax rate from 30% to 25%.

Reduction of Corporate Tax Rate

Arun Jaitley, Finance Minister of India, has taken action to 
reduce India’s corporate tax rate from 30% to 25% with the 
intention of remaining on a competitive level with China’s 
rate. With this new measure proposed to be effective in 
April 2016, it is perceived as a positive measure towards 
future foreign investments in India. 

JAPAN

Japan has made changes to the corporation tax rate, 
reducing the rate from 32.11% to 31.33% and possibly even 
further for 2016 onwards.

Corporation Tax

New legislation in Japan reduces the overall corporation tax 
rate from 32.11% to 31.33%, beginning in April 2016. 
Japanese Prime Minister Shinzo Abe has pledged and 
followed through with his plan to lower the effective 
corporation tax rate by about 3.3%, aiming to go beyond 
that as years pass. Previously, the corporation tax rate was 
34.62% in 2014 and 32.11% in 2015, respectively. Over the 
course of about five years, the Japanese government plans 
to reduce the combined effective tax rate to be below 30%. 
The government has also mentioned that a forecasted 
rate has been proposed to further reduce the rate to 
29.97% for 2016, but it is not yet confirmed. There is further 
commitment to reduce the rate to 29.74% by 2018.

MALAYSIA

Malaysia has revised their income tax bands and rates for 
2016. 

Personal Taxation

Malaysian Prime Minister Najib Razak has recently changed 
tax bands and rates for high personal income earners in 
2016 in order to fund measures to boost consumption and 
investment among a slow economy. The highest rate of 
income tax will be 28% for taxable income in excess of MYR 
1 million and 26% for those earning more than MYR 600,000, 
increasing from 25% previously. This is due to the plunge in 
oil prices and a slowing global economy, which is ultimately 
hurting export earnings and government revenue.
A summary of the income tax bands and their respective tax 
rates are listed below:

Individual Income 
Tax Band

2015 Income 
Tax Rate

2016 Income 
Tax Rate

Up to MYR 5,000 0% 0%

MYR 5,001 - 20,000 1% 1%

MYR 20,001 - 35,000 5% 5%

MYR 35,001 - 50,000 10% 10%

MYR 50,001 - 70,000 16% 16%

MYR 70,001 - 100,000 21% 21%

MYR 100,001 – 250,000 24% 24%

MYR 250,001 – 400,000 24.5% 24.5%

MYR 400,001 – 600,000 25% 25%

MYR 600,001 – 1,000,000 25% 26%

Over MYR 1,000,000 25% 28%

NETHERLANDS

Netherlands has released supporting guidelines for 
employers regarding the new termination laws.

Further Direction on Termination Laws

Previous legislation in Netherlands has implemented 
termination laws requiring submission to UWV, the State 
employment agency, for the termination of employees 
on economic or long term disability grounds. Recent 
supporting guidelines have been published by the UWV for 
further direction and instructions on what employers should 
do when terminating employees in either of these scenarios 
while simultaneously expanding more on this new law.

(continued on next page)
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When employers terminate employees for economic 
reasons, they are required to show proof that consideration 
has been made to keep the employee in the same 
organization, and that it is not possible even with additional 
resources for training. In regards to the termination of 
employees for reasons involving long term disability, 
employees must provide proof to the UWV that the 
employee is unable to recover within a 26 week timeframe 
and will not be able to perform their normal job functions. 
Further proof will be required as retraining during this 
timeframe and redeployment will need to be shown.

SOUTH AFRICA

South Africa announced that its new pension reform 
process involving the harmonization of pension, provident 
and retirement annuity fund annuitization, and the 
increase in the minimum amount required for mandatory 
annuitization, which would begin on March 1, 2016. 

Legislation – Pensions 

Previous legislation deferred the implementation of the new 
basis of taxation of pension contributions and various other 
aspects of the pension reform such as the harmonization of 
pension, provident and retirement annuity fund annuitization, 
along with the minimum amount required for compulsory 
annuitization. Recently, the National Treasury announced that 
these measures would be implemented in March 2016 with 
the minimum amount for compulsory annuitization increased 
from the legislated ZAR 150,000 to ZAR 247,500. 

This concerns all new contributions to provident funds by 
individuals up to age 55, which will be subjected to the two-
thirds annuitization requirement at retirement (provident 
fund members will only be able to take one third of their 
pension benefit as a cash lump sum and the remaining two 
thirds will have to be annuitized) and only once a member’s 
retirement savings exceed the threshold of ZAR 247,500. 
Previously, provident fund members could take their full 
pension benefit as a cash lump sum at retirement without 
any restrictions or limits.

UNITED ARAB EMIRATES

United Arab Emirates has introduced new decrees, 
involving foreign workers who are entering UAE for 
employment and new on terminating employment contracts.

New Employment Laws for Employers

New legislation requires standard employment contracts 
for foreign workers to be issued, signed, and filed with the 
Ministry of Labor (MOL) prior to the employee’s official 
authorization to work in the country on a visa. All changes 
such as additions, substitutions, or deletions are now 
prohibited to what is stated in the standard employment 
contract.

New legislation also makes changes to rules on how 
employees may be terminated through the following:

• The maximum duration of fixed-term contracts has 
been reduced from 4 years to 2 years.

• Notice periods are limited to a minimum of 1 month 
and a maximum of 3 months.

• A maximum payment of 3 months was previously 
negotiable at the time of termination in regards to 
the indemnity payable on an early termination of a 
fixed-term contract. The new law will allow the parties 
to negotiate this amount from the beginning of 
employment instead.

UNITED KINGDOM

United Kingdom has proposed regulations that will soon 
be implemented in regards to public sector exit payments 
along with payments that within the scope and those that 
are excluded while also implementing the abolishment of 
P11D dispensations for employers.

Public Sector Exit Payments

In April 2016, regulations will be implemented in regards the 
new policy for allowing the restriction of exit payments for 
employees who leave the public sector and for recovery of 
public sector exit payments when high-income employees 
return to employment in the public sector. 

Three different sets of regulations will be carried out in order 
to achieve the Government’s desired policy outcome, which 
are listed through the following:

• A public sector employee who earns £80,000 or more 
will be unable to keep the entire amount of their 
exit payment should they be employed in another 
public sector within a year of resignation from their 
current position. Should the employee return to the 
public sector, the employee will be required to pay 
a proportion of their exit payment back before their 

(continued on next page)
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Certain local legislations are passed retroactively, hence the timeline 
for these alerts and their effective dates may not always coincide.

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.

date of employment, regardless of being employed by 
a company or self-employed.

• Employees who leave their positions in a public sector 
employment will have restrictions on their exit 
payments to an amount of £95,000, regardless of their 
previously earned income.

• Exit payments that exceed £95,000 will have the 
pension payable to members being reduced unless 
members purchase the reduction using their lump sum 
compensation.

All regulations apply to positions held within the central 
and local Government and non-financial public corporation 
sectors, which are determined by the Office for National 
Statistics for National Account purposes.

Payments that fall within the scope of these regulations 
include payment to employees through the following:

• After the dismissal by reason of redundancy

• After a voluntary exit from employment

• Whether the whole amount or part of an actuarial 
reduction to an early retirement pension is waived

• The termination of any liability to pay money under the 
terms of a contract

• A settlement of conciliation agreement

• Paid shares due to the loss of employment

• Other payments regarding the loss of employment 
under a contract of employment

Payments that are excluded from the public sector exit 
payment cap include the following:

• Compensation in lieu of death, injury, or poor health 
during employment or retirement

• After the litigation for breach of contract or unjustified 
termination

• Leave that is untaken under a contract of employment

• Bonus payments that are owed under a contract of 
employment

Termination of P11D dispensations for UK Employers

Beginning in April 2016, employers in the UK will undergo 
changes in regards to abolishing the reporting of P11D 
dispensations or “exemptions” for business purposes. A 
P11D is a form that is used to report benefits and any 
reimbursable business-related expenses that are not 

reported nor taxed via a company’s payroll, at the end of 
every fiscal year for employees who earn more than £8,500. 
Since dispensations will now be abolished, the result is that 
the related guidelines on which expenses are pre-approved 
as exempt from reporting are now also removed, leaving it up 
to the sole discretion of the employers themselves to figure 
out which reimbursable expenses are to be reported.

With the termination of P11D dispensations, employers 
will have less work to do in regards to formally applying for 
dispensations to the HM Revenue & Customs (HMRC) and 
keeping the dispensations up-to-date. The major drawback 
for employers will the loss of a sense of security as the 
HMRC pre-classifies expenses, differentiating those that 
are reportable and taxable with those that are not. With this 
new process, uncertainty and ambiguity will surely follow 
along with administrative burdens for employers. Companies 
should be advised to implement an effective and compliant 
reimbursement policy, establishing guidelines for any 
processes that are necessary to follow. This expense policy 
should clarify what expenses are for business purposes and 
are reimbursable along with what should be excluded. 

This new legislation also removes the £8,500 income 
threshold for employees, emphasizing that expense and 
benefits for all employees must be reported; however, this 
may save employers some time and administrative costs as 
there is no longer an obligation to identify which employees 
qualify for the P11D dispensation. 

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.


