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CANADA

Personal Taxation

The federal personal income tax rates for 2016 are listed below and have 
changed as follows from 2015:

2016 Taxable Income 
Band (CAD)

Tax Rate (%)
2015 Taxable
Income Band (CAD)

Tax Rate (%)

0 to 45,282 15 0 to 44,701 15

44,283 up to 90,563 20.5 44,701 up to 89,401 22

90,564 up to 140,388 26 89,402 up to 138,586 26

140,389 up to 200,000 29 138,587 and above 29

200,001 and above 33

CHINA

China has expanded benefits to individuals with a rural hukou (registration 
record) under certain requirements and allowed for the opportunity for 
employers to a reduction in pension, unemployment, workers’ compensation, 
and maternity benefits contributions. 

Social Security – Benefits

Previously, the holder of a rural hukou (a form of internal passport which all 
Chinese citizens must hold and which certifies their place of origin and 
occupation), who migrated to a city in search of work, was not entitled to 
the same range of social benefits as the holder of an urban hukou. The State 
Council took a significant step towards breaking down the traditional “hukou” 
system by passing the Interim Regulations on Residence Permits, which 
came into effect in 2016. Subject to local implementation, workers who have 
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resided outside their original hukou location for more 
than six months and have a stable job and long-term 
accommodation may apply for a residence permit in their 
new place of abode, which will allow them to enroll in the 
local social insurance system. They may also become 
eligible to apply for a local hukou.

Social Security – Contributions

The Ministry of Human Resources and Social Security 
(MHRSS) issued new legislation, allowing maximum 
employer pension contribution rates to be reduced to 19% 
or 20% over two years, provided the local social pension 
fund had enough money at the end of 2015 to cover at 
least nine months’ pension expenditure (subject to local 
implementation). The total unemployment contribution 
may be reduced to between 1% and 1.5%, of which the 
employee contribution may be less than 0.5%. Contribution 
rates for workers’ compensation and maternity must be 
reduced by an average of 0.25% to 0.50%.

INDIA

India increases the service tax for several policies and 
plans due to the incorporation of the Krishi Kalyan levy 
and extends medical insurance to Below Poverty Line 
(BPL) individuals.

Premium Tax

The Union Budget 2016-17 included an increase to the 
effective rate of service tax for term life policies, riders to 
traditional endowment plans, unit-linked policies (ULIPs) 
and health plans to 15% from June 1, 2016 to incorporate the 
Krishi Kalyan cess of 0.5%. For traditional endowment plans, 
the effective rates (including the Krishi Kalyan and Swachch 
Bharat cesses) will be increased from 3.625% to 3.75% for 
the first year and from 1.8125% to 1.875% on renewal.

The budget also reduced the rate of service tax on single 
premium annuity policies from 3.5% to 1.4% of the premium 
previously, making the effective rate on such policies 1.5% 
from June 1, 2016.

Launch of Medical Insurance for Below Poverty Line 
Individuals & Families

Jharkhand Chief Minister Raghubar Das announced that 
medical insurance of INR 2 lakhs would be launched for 
Below Poverty Line (BPL) people of the state for treatment 
of serious ailments. The Jharkhand government would also 

begin coverage for BPL people to treat common diseases 
up to a limit of INR 50,000. Stating that dialysis facility 
would be started in eight districts within the next one and 
a half months, Das stated BPL families earning INR 72,000 
per year would be provided a free dialysis. He said that all 
districts would have the facility in the next six months. The 
Chief Minister said e-medicine was also being initiated to 
make medicine and health related materials available online.

Seven nursing colleges would be opened in the state this 
year and tribal women would undergo nursing training and 
be given employment. AYUSH education was also being 
encouraged and a separate directorate would be set up to 
further develop education and research in Indian traditional 
medicine. On a separate note in the meantime, food will be 
provided to children and pregnant women in 12 different 
districts with the intent to combat malnutrition for BPL families.

ITALY

Corporation Tax

Under new legislation, corporation tax will reduce from 
27.5% to 24% from January 1, 2017; however, a 3.5% surtax 
will apply to banks and financial institutions.

UNITED KINGDOM

United Kingdom provides an overview of what is to expect 
from pension exit charges in the near future.

Pension Exit Charges

Both the Department for Work and Pensions (DWP) and the 
Financial Conduct Authority (FCA) have launched 
consultations on  introducing a cap on early exit charges 
which may be imposed by providers of money purchase 
pension arrangements.  The proposals are designed to 
ensure that members of DC pension schemes and personal 
pensions have access to the new pension flexibilities 
without early exit fees being a barrier.

The main proposals are:

• The provisions will apply to members with money 
purchase or cash balance benefits

• The cap will apply to charges imposed when the 
member opts to leave before their retirement date; and
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• The proposed level of the cap is 1% for existing 
pension arrangements and 0% for any new pension 
arrangements entered into after the new rules come 
into effect. The cap is based on the value of the 
member’s benefit at the point of exit.

For existing arrangements charging less than 1% at the 
date the cap is introduced, the existing lower charge will 
be the effective cap.  The definition of the early exit charge 
will exclude market value adjustments (MVAs) as these are 
viewed as an aspect of the underlying investment, not a 
charge.  Under the proposals, terminal bonuses that are not 
paid on early exit can however be viewed as a charge if not 
paid, depending on the contractual terms and expectations.

In personal pension arrangements, the cap must be 
enforced by the provider as it is the provider that applies 
any early exit charges.  In occupational pension schemes, 
the obligation will rest either on the scheme’s trustees / 
managers or on service providers, depending on whether 
the cap derives from the scheme’s rules or from contractual 
arrangements entered into with third parties.

For more information, the DWP has published a 
consultation paper in regards to considering the danger 
of charges being moved and charged in a different way as 
the intention is to introduce the exit caps in 2017, once the 
relevant regulations are in place; that can be found here. 
A consultation paper published by the FCA can also be 
found here.

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.

https://www.gov.uk/government/consultations/capping-early-exit-charges-for-members-of-occupational-pension-schemes
http://www.fca.org.uk/news/cp16-15-capping-early-exit-pension-charges

