July 2017 | No. 6
Date

Global Legislative Developments
This document summarises recent legislative developments and trends relating to employee benefits and
highlights recently passed and pending legislation that may require employers to take action to comply with new
rules. This document should not be seen as exhaustive and any action should be taken in conjunction with your
Global Benefits Consultant.

ABOUT INTERNATIONAL BENEFITS NETWORK
IBN is a network of independent employee benefits consulting firms in over 70 countries around the world. IBN
provides member firms and their clients with access to international employee benefits expertise. We select the
best consultants to provide services for each specific market, and we promote global standards in employee
benefits consulting.
Members offer a range of retirement and benefits services, as relevant in their country:
•

Pension and retirement plans

•

Health care plans

•

Insurance programs

•

Life and disability insurance

And many more…
Looking for someone to help with employee benefits? Contact them via www.internationalbenefits.net

Countries covered in this update:
Americas:

Argentina, Canada and the United States

Asia Pacific:

The Philippines

Europe:

Finland, Germany, Switzerland and the United Kingdom

Middle East:

Saudi Arabia and the United Arab Emirates

International Benefits Network Ltd. This document has been prepared for your general guidance only. It does not constitute professional or legal advice and should not be relied upon
as such. Should you require advice of this nature you should consult your own independent legal and professional advisors. The contents of
this document, current at the date of publication, are for reference purposes only. No representation or warranty (express or implied) is given as to the accuracy
or completeness of the information contained in this document and to the fullest extent permitted by law, we accept no liability and disclaim all responsibility, for
the consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this document or for any decision based on it.

Recent developments summary
Argentina

Collective life assurance premium amounts have risen to ARS 9.09 per employee.

Canada

Ontario has introduced a scheme allowing for free prescription drugs for children and youths aged
24 and under from 1st January, 2018. Plus, the Ontario government intends to review regulations
for payments from DC pension plans.

Finland

As of 1st January 2017, there have been alterations to rates of employer contributions on a myriad
of benefits, as well as changes to Healthcare policies, including new daily sickness and parental
daily allowance provisions

Germany

The release of new legislation surrounding the Occupational Pension Improvement Act
(Betriebsrentenstärkungsgesetz) has been formalised and will come into effect from
1st January 2018.

Philippines

The Insurance Commissioner in the Philippines has been actively reviewing the medical insurance
market and has issued memos on: Minimum capitalisation guidelines; Guidelines on products and
policy forms; Accreditation of actuaries; Licensing guidelines; Guidelines on corporate names ;
Deposit requirements

Saudi Arabia

Saudi Arabia has unified the Medical Health declaration form for all insurance companies.

Switzerland

The Swiss Parliament has made amends to the pensions reform package named Altersvorsorge
2020 (AV2020) including an increase in retirement age for women, flexibility of when people can
withdraw their pension and an increase in the earliest possible retirement age changing from 58 to
62 to name a few of the new reform changes.

United Arab
Emirates

The last phase to implement adequate compulsory medical insurance for all Dubai employees was
concluded on the 31st March, 2017 for residents of Dubai.

United Kingdom

There is a new tax charge of 25% on pension transfers to QROPS requested on or after
9th March 2017.

United States

Updates on Healthcare in the United States; plus taxation of Indemnity Plans are declared as ‘too
broad’; and the development of details on the New York Family Leave policy.

Other

Due to a rapidly developing global trend, driven by legislation in many regions, employers are
encouraged to develop strategies to address areas where the gender pay gap exists.

Americas
Argentina
Collective life assurance premium amounts have risen to ARS 9.09
per employee
Employers are required to pay a collective life insurance policy for the benefit of their
st
employees. As of March 1 2017, the monthly insurance premium amounts have risen
to ARS 9.09 per employee per month, with a sum insured rate of ARS 44,330 per
employee. The sum insured rates are determined by the Argentinian government once
a year; however the premium rate always remains 0.205 per mille over the sum
insured. It is important to note that collective bargaining agreements may establish
mandatory additional coverage.
Issuance fees, currently paid once a year at the time of scheme renewal, are as follows:
Up to 25 employees: ARS 12
26 to 50 employees: ARS 17
More than 50 employees: ARS 25

Canada
Ontario has introduced a scheme allowing for free prescription drugs for
children and youths aged 24 and under from 1st January 2018. Plus, the
Ontario government intends to review regulations for payments from
DC pension plans.
The Ontarian government will make prescription drugs free for children and
st
youths aged 24 and under from 1 January 2018.
The 2017 Ontario Budget introduced the Children and Youth Pharmacare Program
(OHIP+) which means free prescription drugs for four million Ontarian children and
st
youth aged 24 and under. This is the first program of its kind in Canada. Effective 1
January 2018, this program will cover 4,400 drugs. The medications would be those
that are already covered under the public plan—the Ontario Drug Benefit (ODB)
program, which includes treatment for acute and chronic illness, as well as certain
pediatric cancers. What is uncertain is how the insurance industry will respond to these
changes given that this would mean significantly reduced drug claims under private
health care programs. As drugs typically represent the bulk share of costs under a
group health benefits program, it is possible that private health plans will act as a
supplementary plan to the first-payer Children and Youth Pharmacare Program. It
would therefore be beneficial for employers to review their medical plans to ensure they
remain fit for purpose leading up to this change, as well as reviewing options for
employees aged 24 and under.
The Ontarian government will review regulations for payment options from
DC plans.
The Ontario government intends to develop regulations within the year to facilitate the
implementation of variable benefits from defined contribution (DC) pension
plans. Variable benefits permit retired members to receive an income directly from the
DC pension plan, rather than transferring their benefits to a Life Income Fund or

purchasing an annuity. Ontario will examine new approaches to managing the payout
phase in retirement, often referred to as the “decumulation phase,” when retirees are
drawing down their savings to produce retirement income. This regulation will likely
result in higher administration costs for employers that have DC plans if members elect
to draw down their pensions rather than transferring their benefits or purchasing an
annuity.

United States
Updates on Healthcare in the United States; Taxation of Indemnity
Plans declared as ‘too broad’; and development of the New York Family
Leave policy.
Small Employers are now able to provide a tax-free monetary amount to
employees if they do not offer a group health insurance scheme.
The 21st Century Cures Act (“Act”), passed and signed into law in December 2016,
includes a provision creating what is called a “Qualified Small Employer Health
Reimbursement Arrangement” (“QSEHRA”). A QSEHRA allows small employers who
do not offer group health insurance to their employees to provide money to employees
on a tax-free basis; the money can be used to pay for individual health insurance
policies and to reimburse employees for certain medical expenses. It is expected that
the IRS will issue formal guidance to address some of the compliance and
administrative details not specifically addressed in the statute.
IRS Issues updated Memorandum on Taxation of Indemnity Plans declaring that
the previous memorandum points were too broad.
This year the IRS Office of Chief Counsel issued a memorandum clarifying the tax
treatment of certain types of fixed indemnity plans offered by employers. Since the
memorandum was released in January, several fixed indemnity plan insurance carriers
have pushed back, stating that the interpretation of the IRS memo was too broad and
should not affect the taxation of such plans, but rather was intended to more narrowly
address unique wellness plans structured as a type of fixed indemnity plan. Supposedly
the IRS plans to release additional clarification on the intent of the memo, but to date
we have not seen anything.
The Affordable Care Act (ACA) will continue until further notice.
Against the backdrop of proposed changes facing the US health system, following
Donald Trump’s electoral success, employers must continue to administer their plans in
compliance with existing ACA rules and regulations. Employers who do not comply
with the employer mandate and reporting requirements, for example, will face penalties
for non-compliance until such a time that new healthcare requirements become
solidified in law.
One change that has been implemented is that the IRS is now accepting 2016 tax
returns with no proof that individuals obtained minimum essential coverage.

The American Health Care Act (AHCA) has been passed and will now sit in front
of the Senate with potential legislation changes at the end of July 2017.
th

On May 4 2017, the House of Representatives narrowly passed the American Health
Care Act (AHCA). The AHCA was first introduced in the House in March, but was pulled
from consideration when Republicans did not have enough votes to pass the bill.
Attention will now turn to the Senate, where many members (including Republicans)
have said they will essentially start over.
Any differences between the Senate and House versions would have to be reconciled
into a single bill that can then pass in both the House and Senate. That bill would also
have to survive procedural challenges in the Senate requiring that a bill passed by a
simple majority may include only provisions related to the federal budget. The next
significant deadline for employers is the end of July, when Congress takes its summer
break. If a bill has not made it through the Senate by that time, it is unlikely that
Congress will have time to pass legislation that would take effect in time for employers
to make the required changes to their plans this year.
All Private New York State employers will be required to include the ‘New York
Paid Family Leave’ benefit in conjunction with the ‘New York Disability Benefits
Law’ product.
st

Effective from the 1 January 2018, all private New York State employers will be
required to include the NY Paid Family Leave (PFL) benefit in conjunction with the NY
Disability Benefits Law (DBL) product from the same insurer or administrator. Led by
th
Governor Cuomo, New York’s 2016-17 State Budget, passed on 4 April 2016,
includes a landmark paid family leave policy – the longest and most comprehensive in
the nation – to help workers maintain financial stability while taking time off to care for a
family member. Benefits are scheduled to increase gradually each year and employees
will be eligible for the full 12 weeks of partially-paid leave by 2021. The program will be
funded by employee contributions. Private full-time employees become eligible for NY
PFL after 26 weeks of continuous employment and private part-time employees will
become eligible after 175 consecutive days of employment. However, public employers
are not required to offer PFL coverage to their employees. Standalone PFL policies are
available only for employers that self-insure their DBL coverage. New York State
released the weekly contribution rates for PFL benefits in June 2017, at a rate of
0.126% of the employee's weekly wage, capped at New York State's current Average
Weekly Wage of $1,305.92 which is $1.65 per week per employee in 2018. Employer’s
may begin deducting this from 1st July 2017.As well as ensuring that payroll systems
st
and tracking are set up for this change from 1 January 2018, it would also be
advisable for employers to review their HR policies surrounding parental leave.

Asia Pacific
Philippines
The Philippines has issued several updated memos on the countries’
new Health Insurance plans
An executive order was issued by President Aquino in the Philippines on
th
12 November 2015, transferring the regulation and supervision of health
maintenance organisations (HMOs) to the Office of the Insurance Commission with
the executive Order 192 taking effect on November 17, 2015. Prior to this executive
order, health maintenance organisations, or HMO s, were regulated and supervised by
the Department of Health. The Office of the Insurance Commission currently regulates
and supervises all insurance companies who offer health/medical insurance products,
for individuals as well as for groups.
Since then, the insurance commissioner's office has issued several memos for these
HMOs, most notably covering:
•

Minimum capitalisation guidelines

•

Guidelines on products and policy forms

•

Accreditation of actuaries

•

Licensing guidelines

•

Guidelines on corporate names

•

Deposit requirements

All of these points are indications that the Insurance commissioner's office is active
in ensuring that this segment of the industry is moving forward in terms of
professionalising its ranks and practices, and ensuring the financial stability of the
underwriters. It is in anticipation that the provider market will consolidate further;
around 80% of total business is written by less than half a dozen HMOs.
Medical benefits are purchased commercially by employers, as the government
programs are considered woefully inadequate. As such, the premium spend for medical
benefit programs invariably is a significant portion of a company's insurance purchase,
and far outstrips outlays for other benefits such as group life, accident and retirement
benefits, given the country's relatively young working population, majority of whom are
under 30 years old.
These changes should provide greater confidence to employers with employees in the
Philippines and provide an ideal opportunity for employers to review their medical
provisions in the region to ensure they are still fit for purpose.

Europe
Finland
A reminder: As of 1st January 2017, there have been alterations to
rates of employer contributions on a myriad of benefits that need to be
implemented, as well as changes to the Pension, including mandatory
employee deduction changes.
The Finnish earnings-related pensions system has been reformed, with employer
contribution rates for the Employment pension (TyEL) having been altered from
st
1 January, 2017.
The employer has to take out pension insurance for an employee within one month
from paying the employee’s wage for the first time. Under the new reform it means that
employers will have to insure any employee aged 17 or older under the TyEL (pension)
policy, and it is accrued from the total salary. The retirement age will rise by 3 months
annually to 65 years by 2027. Furthermore, those engaged in physically or mentally
demanding work can retire at the age of 63, if they have been working for a minimum
of 38 years.
According to the Central Pension Institute, the new terms have not been popular due
to the significantly lower pension amount payable for life, ultimately leading to no
applications to accept these changes by the employee having been received by 30th of
June, 2017. The more popular decision has been to show interest in taking out 25% or
50% of the accrued old age pension from age 61, despite concerns from those born in
1963 or earlier and for those born in 1964 or later. The employee can take out the part
of the accrued old age pension with a reduction of 0.4% for each month that the
pension part is taken out early. The employee can continue working, work part time or
receive the unemployment allowance without reduction. No reporting to the insurance
company, employer or unemployment fund is now necessary, as was the case
previously.
For employers with a payroll of less than €2,044,500 a year, the average gross
premium (employer + employee contribution) will now be 25.1%, and for large
employers, it will now be 24.79%. The discounted interest rate of 2% is included in the
TyEL premium.
Between the dates of 1st January 2017 and 1st January 2018, the following mandatory
employee contributions will need to be implemented:
Age (years)

Contribution (%)

17-52

6.15

53-62

7.65

Above 63

6.15

The social security premium has decreased for employers.
All employers are responsible for paying social security contributions to the tax
authorities, and must submit annual notifications to the tax authorities and pension and
accident insurance companies. As of January 1st, 2017, the social security premium
will decrease from 2.12% to 1.08%.
Employer unemployment premiums will decrease.
The employer pays both its own and the employee’s share of the unemployment
insurance contribution to the Unemployment Insurance Fund, which is deducted from
the employee’s monthly gross wage.

The payment period income-related unemployment allowance will drop from 400 days
to 300 days for those that become unemployed with an employment history of less than
3 years, and for those with longer employment history from 500 days to 400 days. This
does not apply to those born in 1957 or earlier, who still are entitled to 500
unemployment days of payment.
The unemployment premiums decreased from 1st January 2017, payable on the
nd
2 January for small employers, and for larger employers a second instalment is due
nd
on the 2 October. The premium for small companies will decrease from 1.0% to 0.8%
and for larger companies from 3.90% to 3.30%. The employee’s premium will rise from
1.15% to 1.60% and is payable twice a year on 2nd May and 2nd October.
Daily sickness allowance and parental daily allowance changes, including lump
sum maternity leave payment.
The employer pays 100% of the employee’s salary for the sickness day and the 9
following working days. Following any period after that, the daily sickness allowance is
currently 66% of the final taxable salary of 2015 provided that the employee’s monthly
income is more than €1,426. If it is less, then no daily allowance is payable. If the salary
during the 6 months prior to the sickness is 20% higher than the salary of 2015, the
higher salary can be used on request. There are also rules drawn from labour
agreements that may stipulate that salary during sick leave is payable according to the
length of working contract from 4 – 8 weeks. If this is the case, the employer pays the
salary during the sick leave beyond the minimum period of 10 working days which will
be payable to the employee.
For the daily allowance during maternity, paternity and parental leave, the daily
allowance is calculated at 70% of the previous tax years’ salary. In case the salary
during the last 6 months is 20% higher, the higher salary can be used on request.
st

From May 1 2017 an employer can claim a lump sum of €2,500 for an employee that
is going on maternity leave, provided that their current employment has lasted for at
least 3 months and they have been employed for at least one year.
The Finnish parliament has discussed adapting the maternity, paternity and parental
leave legislation so that parents can share parental leave however this has not been
implemented in 2017.

Germany
The release of new legislation surrounding the Occupational Pension
Improvement Act (Betriebsrentenstärkungsgesetz) has been formalised
and will come into effect from 1st January 2018.
st

Beginning 1 January 2018,, the new legislation surrounding the Occupational Pension
Improvement Act named the‘Betriebsrentenstärkungsgesetz’ (BRSG) will come into
force. Some details are still being debated, particularly around the introduction of a
solely defined contribution (DC) pension scheme. As well as this, there have been
questions raised around the constitutionality of the tax valuation for pension provisions
(applicable interest rate). The current valuation method shows a clear imbalance
between the interest rate to be applied (6%) and the market interest.
The cornerstones of the new law are:

A purely defined contribution pension commitment will be possible despite terms
from collective bargaining agreements, meaning there would be total relief for the
employer from any risks in financing the pension promise.

The statutory subsidy for employer-financed pension benefits applies to employees

with a monthly salary of below 2,200 euros. The employer will be refunded 30%
of their contribution when paying an amount of 240 to 480 Euros a year into
a benefit scheme.
Within the legal framework of the vehicle “Directinsurance” (§ 3, No. 63 of the
German Income Tax Act ) the deductible amount of salary conversion will be
increased from 4% to 8 % of the social security ceiling (maximum 6,096 EUR
annually). Besides the legal framework of § 3 No. 63 Income Tax Act, additional
tax deductible conversions will be possible.
Employees will be able to catch up on any missed contributions during periods
where they are seen to be ‘out of work’, for example, if they have been abroad
or if they have been on maternity leave.
There will be mandatory employer contributions of 15 % used for salary
conversion. For new salary conversions the law will become effective as of
1st January 2019, and for existing contracts the new law will become effective at
the 1st January 2022.
Companies should seize the opportunity to establish necessary changes to employee
and employer contributions from 1st January 2018, as well as updating any internal
documents to reflect the above changes.

Switzerland
The Swiss Parliament has made amends to the pensions reform
package named Altersvorsorge 2020 (AV2020).
There have been multiple adaptations with an aim to secure funding of the state old age
pensions, which are part of Switzerland’s three pillar social security scheme.
The recently adopted reform provides among other aspects the following main
changes:

Increase the retirement age for women from 64 to 65 years of age.
Flexibility in terms of when people draw their retirement benefits between 62
and 70.
Increase in the earliest possible retirement age from 58 to 62 years.
No contribution obligation if gainful activity continues beyond the ordinary
retirement age.
Increase VAT by 60 basis points in two steps. 30 bps in 2018 as replacement for
the already existing IV additional funding which expires in the same year (costneutral). 30 additional basis points in 2021.
The minimum conversion rate will be cut from 6.8% to 6% in 4 steps and 20 basis
points every year respectively.
Reduction and enhanced flexibility f the coordination offset. It amounts to 40% of
the reference annual salary and between the minimum AHV pension and ¾ of the
maximum AHV pension respectively.
Adoption of the retirement credits. 7% between 25 and 34 years of age (as before);
11% between 35 and 44 years of age (+1 percentage point); 16% between 45
and 54 years (+1 percentage point) and 18% between 55 and 65 years of age
(as before).

Grants for the transition generation (45 years or older from the day the reform
comes into effect).
CHF 70 top-up payment to first pillar pensions.
Couples pension ceiling increase from 150% to 155% of the maximum old age
insurance (AHV) pension.
Old age insurance (AHV) contributions will increase by 0.3 percentage point.
th

The next step will be a vote on the 24 September, 2017 where it is predicted that the
Swiss population will vote in favour of the changes, which will likely come into effect on
st
1 January 2018.

United Kingdom
There is a new tax charge of 25% on pension transfers to QROPS
requested on or after 9th March 2017.
The U.K. government will introduce a 25% charge for certain overseas transfers
th
requested on or after the 9 March 2017. This measure will not apply where ‘people
have a genuine need to transfer’ which is considered to be where:

Both the individual and the receiving overseas pension scheme (which is a
QROPS) are both based in countries within the EEA, or
If outside of the EEA, both the individual and the QROPS are in the same country,
or
The QROPS is an occupational pension scheme provided by the individual’s
employer.
If this is not the case, there will be a 25% tax charge on the transfer and this tax charge
will be deducted from the transfer value by the transferring scheme prior to payment.

Middle East
Saudi Arabia
Saudi Arabia has unified the Medical Health declaration form for all
insurance companies.
The Co-operative Council for Health Insurance – the regulator in charge of controlling
the implementation of the compulsory medical insurance in Saudi Arabia – has unified
the Medical Health declaration form for all insurance companies. A new form will now
need to be implemented and shared by all insurance companies where medical
underwriting applies. The form is composed of six questions and relates to: any
admissions in the last 12 months, chronic diseases, congenital disorders, eye diseases,
bone diseases and pregnancy (for women only).
It has been designed with an aim to reduce the amount of rejected claims due to nondisclosure, with a further purpose of making this change easier for HR teams to ensure
all employees’ are covered under Health Insurance policies correctly.

United Arab Emirates
The last phase of compulsory medical insurance was concluded on the
31st March, 2017 for residents of Dubai.
Dubai Health Insurance Law came into effect in January 2014, with the legal liability
for every sponsor to provide at least the Essential Benefits Plan insurance package,
which ranges from between Dh550 and Dh750 a year. The deadline for employers
to seek adequate health insurance for all of their Dubai employees concluded on the
31st March, 2017.
As of 1st of April 2017, residence visas are now linked to the Immigration Department
in Dubai and the Dubai Health Authority (DHA) will start applying fines for those who
are not able to show proof of compliant insurance.

Other
Gender Pay Gap: Employers are encouraged to develop strategies to
address areas where the gender pay gap exists.
The gender pay gap refers to discrimination and inequalities in the labour market based
on average difference in gross hourly earnings of all employees. In practice, the gender
pay gap generally affects women. In the European Union, women earn on average
16.3% less than men. Reducing the gender pay gap has been an EU pledge dating
back to the Treaty of Rome in 1957 and is incorporated in the Directive 2006/54/EC.
However, whilst the EU has taken action to address attitudes to gender roles and
support nations in developing tools to measure the gender pay gap, the responsibility
of developing strategies and implementing legislation resides with member nations.

Example strategies of how nations have sought to address the gender pay gap include:
Austria – the National Action Plan for Gender Equality in the Labour Market includes a
compulsory requirement for organisations to publish equal pay reports every 2 years.
Belgium – differences in pay and labour costs must be included in companies’ annual
report. Plus every 2 years, firms should establish a comparative analysis of the wage
structure of female and male employees.
Portugal – almost all employers are required to annually report on several elements of
working conditions, including remunerations, to the Ministry responsible for labour and
employment. Records are submitted to the labour inspection authorities but before then
must be made available to the employees of that organisation.
Spain – employers with over 250 employees are obliged to formulate and implement
gender equality plans, which must be negotiated with workers’ legal representatives.
With many jurisdictions having implemented or thinking about implementing gender pay
gap reporting, employers should take proactive steps to monitor and develop strategies
to address areas where the gender pay gap exists.

