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Welcome to the March 2015 edition of our global social security newsletter, bringing you 
updates on changes in the social security regimes of various countries across the PwC network 
in the period from 1 January 2015 to date. 

We hope that you enjoy reading the updates and as always, please feel free to contact us should 
you have any queries or require further clarification on any of the issues raised in the newsletter.

Regards

The PwC social security network

Bart Elias 
Social Security Leader - Europe, Middle East, Africa and India

Please visit our dedicated website for details on the social security regimes in place in over 100 
countries in the PwC network: www.pwc.com/socialsecurity
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•	 Chile

•	 Colombia

•	 Denmark

•	 Latvia

•	 Malta

•	 The Netherlands

•	 Norway

•	 Peru

•	 Russia

•	 Ukraine

•	 United Kingdom

•	 EU/EEA updates

•	 Bilateral  
Agreement  
Updates
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Chile

From 1 January 2015, the Chilean Taxation 
Office has advised that the new maximum 
caps to calculate Chilean social security 
contributions and relevant allowable 
deductions for withholding employment tax 
purposes are as follows: 

Mandatory Pension (AFP) and 
Mandatory Health (Isapre) 
The maximum contributions (deductible for 
Chilean employment tax withholding 
purposes) are now calculated over a monthly 
salary cap of UF 73.20, rather than the UF 
72.30 cap that was in force up to 31 December 
2014. This would generally apply to local 
employees in Chile, Chilean outbound 
expatriates who continue contributing into 
their Chilean pension/health schemes while 
overseas, and inbounds to Chile who 
contribute into the Chilean pension/health 
schemes. 

This new cap may also be taken into account 
for determining the pre-tax deduction 
available for non-Chilean individuals who are 
seconded to Chile but maintain their pensions 
in their home country (if certain requirements 
are met). Further advice should be sought on 
how this may be applied.

Unemployment Insurance 
The maximum contribution (deductible for 
Chilean employment tax withholding 
purposes where paid by the employee) is now 
calculated over a cap of UF 109.80, rather than 
the UF 108.50 that was in force up to 31 
December 2014. The employer’s contribution 
is also calculated on the same cap.

Colombia

In order to support young employees under 
disability conditions, the Colombian 
Constitutional Court (by means of ruling 
C-020 of 2015) has established that employees 
up to 26 years old could be entitled to a 
disability pension provided that they have 
contributed to the Pension System for at least 
26 weeks during the last year of work. 

Prior to this ruling, employees of 21 years old 
or more were entitled to a disability pension if 
they had contributed to the Pension System for 
at least 50 weeks in the last three years of 
working. 

Denmark

The Danish government has introduced a 
legislative proposal regarding the treatment of 
migrant workers, taking effect from 1 May 
2015. 

When a person moves to or from Denmark the 
person must give a single notice by which the 
Danish residency as well as social security 
position will be settled. It remains to be 
foreseen what impact this will have on the 
employers’ rights and possibility for obtaining 
A1 certificates from the Danish authorities.
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Latvia

NSI Rates 
With effect from 2015, the amount of income 
attracting contributions (NSI) is capped at 
€48,600. Business risk duty is payable at €0.36 
per employee per month.

Taxation of deemed income of board 
members 
From 2015, there is a requirement for certain 
Latvian companies to withhold payroll taxes 
on deemed income of board members.  If a 
company has no employee or board member 
receiving at least the minimum monthly wage 
(in 2015 - €360) in a given month of the tax 
year, then payroll taxes will be due for all 
Board Members on an amount equal to the 
minimum wage.

Payroll taxes will apply to the deemed income 
of all board members if in the current tax year:

a) the company had no employee or board 
member receiving at least the minimum 
wage, and 

b) the company’s monthly turnover exceeded 
the statutory threshold of 5 minimum 
monthly wages, i.e. €1,800.

Taxation of deemed income should not arise if 
a board member receives a salary as board 
member of at least 5 times the minimum wage 
(i.e. €1,800) in another Company, which is a 
member of the same Group with the company 
where he does not receive any salary (or 
receives less than minimum wage). This 
Group Company may be incorporated abroad 
(in another EU/EEA country or a country 
Latvia has a DTT with). Taxation of deemed 
income does not apply in the calendar year of 
registration within the Latvian Commercial 
registry.

Malta

Maltese security rates have increased from 1 
January 2015 as follows:

Salaried persons 
Social security contributions amount to 10% 
of the employee’s basic weekly wage, payable 
by both the employee and the employer 
subject to a minimum and maximum 
contribution. The maximum contribution 
varies depending on the age of the insured 
person - for employees born before 1 January 
1962, the current maximum weekly 
contribution is €34.31 and for employees born 
on or after 1 January 1962, the current 
maximum weekly contribution is €41.83.

Self-employed persons 
Social security contributions amount to 15% 
of the self-employed/ self-occupied person’s 
annual net income earned during the previous 
year and are also subject to a minimum and 
maximum contribution. The maximum 
contribution varies depending on the age of 
the person - for persons born before 1 January 
1962, the current maximum weekly 
contribution is €51.47 and for persons born on 
or after 1 January 1962, the current maximum 
weekly contribution is €62.74.
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The Netherlands

A change has taken place in Dutch national 
legislation which may have an impact on non 
residents of the Netherlands who live in an 
EU/EEA country or Switzerland and who 
work for a Dutch employer. This will mainly 
have an impact on employees in the offshore 
industry like employees on vessels with a 
non-EU flag but can also have impact on 
employees in other industries.

Under new rules, employees are subject to 
Dutch social security from 1 January 2015 if 
they meet the following conditions: 

• They have a Dutch employer

• They are resident of the EU/EEA or 
Switzerland

• They are working outside the EU/EEA/
Switzerland in a country with whom the 
Netherlands have a bilateral social security 
agreement

The previous requirement of coverage in the 
Netherlands directly prior to working outside 
the EU has been abolished. This results in a 
significant extension to the group of 
employees working on vessels who now 
become covered by Dutch social security. 
Please note that this change may be set aside 
by the decision in the ‘Kik’ case which is 
currently with the European Court of Justice.

Norway

In Norway there has been a change of practise 
regarding the social security position of family 
members of a worker within the EU/EEA. 

Until 2012, the Norwegian social security 
authorities (NAV Internasjonalt) had granted 
voluntary social security coverage for the 
dependent family members (non-employed) 
who accompanied the assignees within the 
EU/EEA area. EU Regulation 883/2004, 
which entered into force in June 2012, stated 
that dependent family members (non-
employed) shall be subject to the legislation of 
the Member State of residence resulting in a 
change to the system in which the family 
members are insured. 

NAV Internasjonalt is now confirming that it 
will change its practise regarding these 
accompanying family members (non-
employed). Under certain conditions, NAV 
Internasjonalt will start granting membership 
in the Norwegian National Insurance Scheme 
either because they conclude that Norway will 
continue to be the family members’ country of 
residence or because they agree with the 
competent authorities in the other country 
that the family members shall be exempt 
according to an Article 16 application 
(application for exemption).
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Peru

On 21 January, the Minister of Women and 
Vulnerable Populations (MIMP) announced a 
new non-contributory benefit for people who 
are assessed with a severe disability and are 
poor. According to the new rules, an 
individual must have a severe disability that is 
permanent and irreversible. That individual 
must also need assistive devices and the help 
of another person, at least on a part-time basis, 
to perform daily activities.

The new benefit will have no age requirement, 
and the individual must not be eligible for any 
other benefit from public or private sources. 
The amount of the benefit will be at least 125 
nuevos soles (US$40) a month, equal to the 
Pension 65, the on-contributory benefit for 
persons aged 65 or older in extreme poverty.

Russia

In Russia, social insurance contributions are 
payable only by employers, not employees. 
The following rates apply from 1 January 
2015: 

Pension Fund 
22% up to RUB 711,000 (for 2015) & 10% on 
the excess. Foreign nationals temporarily 
staying in Russia and employed under the 
Highly Qualified Specialist (HQS) regime are 
exempt from these contributions. 

Federal Fund of Obligatory Medical 
Insurance  
There is no cap. The rate for 2015 is 5.1% on 
top of employees’ remuneration. Foreign 
nationals employed under the HQS regime 
and foreign nationals (not HQS) temporarily 
staying in Russia are exempt from these 
contributions. 

Social Insurance Fund 
Social Insurance Fund contributions are 
capped. Cap for 2015 is RUB 670,000. The 
general rate is 2.9%. A rate of 1.8% applies to 
foreign nationals temporarily staying in Russia 
(except HQS). Foreign nationals temporary 
staying in Russia and employed under the 
Highly Qualified Specialist regime are exempt 
from these contributions. 

In addition, there are Accident Insurance 
Contributions payable in Russia. The rates 
vary from 0.2% to 8.5% depending on the 
level of the professional risk associated with 
the company’s industry. No exemptions are 
available depending on the legal status of the 
employee. 

There is a separate treatment for the nationals 
of the member-states of the Eurasion 
Economic Union (currently – Armenia, 
Belorussia, Kazakhstan).
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Ukraine

In 2015, employers’ Unified Social 
Contribution (USC) rate could be reduced by 
60%, provided certain conditions are met. The 
following conditions apply:

• The monthly USC base per insured person 
increases by at least 20% compared to the 
average monthly USC base in 2014.

• The average USC payment per insured 
person (with the coefficient) is not less than 
the average monthly USC payment in 2014.

• The number of insured individuals does not 
exceed 200% of the average number of 
insured persons in 2014.

The new rules will come in force as soon as the 
law is signed by the President of Ukraine and 
officially published.

From 1 January 2016, employers’ USC rate 
will be reduced by 40% compared to 2014 
rates for all employers unconditionally.

Employee’s USC rate remains unchanged from 
2014. Penalties for non-payment or late 
payment of declared USC have doubled.

United Kingdom

From 6 April 2015, the UK is introducing new 
rules that determine how UK social security 
contributions (National Insurance 
Contributions or NICs) will be calculated in 
respect of employment related securities 
(ERS) for internationally mobile employees. 

Historically, the UK has typically applied an 
‘all or nothing’ approach to social security on 
ERS, including share options and restricted 
stock.  However, NICs will now be applied to 
ERS income on a time apportionment basis. 

UK NICs will be due on a pro-rated basis at the 
date of vest/exercise to the extent that an 
individual has been within the UK social 
security system for a part of the period 
between grant and vest.  

Although one purpose of the new legislation 
was to align as far as possible the tax and NICs 
treatment of ERS income, in reality different 
amounts will be subject to tax and NIC in 
many cases, particularly for IMEs between the 
UK and non-agreement countries.  NICs costs 
are also likely to increase as a result of this 
measure, and dual liabilities may arise, 
requiring negotiation with social security 
authorities.

EU/EEA

The principle of social security 
contributions in two countries 
In practice, multi-state workers who do not 
hold an A1 certificate may be required to 
submit social security contributions in two or 
more member states.

In the case C-623/13, the Court of Justice of 
the European Union (ECJ) looked at whether 
the one-state-principle only applies to 
contributions levied from employment income 
and substitute income or if it also applies to 
contributions levied from assets, such as life 
annuities.

In the case, an individual was employed in 
The Netherlands while residing in France. 
Social security contributions relating to his 
income were levied in the Netherlands and 
contributions regarding his assets were levied 
from France.

The ECJ held that the individual would be 
subject to unequal treatment as compared 
with other persons residing in France, since 
those persons are required to contribute only 
to the French social security scheme.

Therefore, the Court has clarified that the 
principle of single-state contributions also 
comprises contributions levied from assets. It 
is therefore not a condition for the 
coordination rules to apply that the income 
derives from the pursuit of a professional 
activity.
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Germany/Uruguay

A bilateral social security agreement between 
Germany and Uruguay entered into force on 1 
February 2015. The agreement arranges the 
coordination regarding the pension insurance 
scheme in the respective countries if the 
employees perform their work in the other 
country. 

Basically, the employees are subject to the 
social security system of the country in which 
they actually perform their work. However, 

entitlement to a pension. This means that the 
periods of coverage completed in one of the 
countries will be taken into consideration in 
order to establish an entitlement to pension 
benefits in the other country. 

Uruguay is closely connected with Germany 
for many decades. There are strong economic 
relations between the two countries. Germany 
is Europe’s largest consumer of goods from 
Uruguay.

the agreement includes exemptions from this 
basic principle so that the employees can 
remain subject to the social security system in 
their home country. The agreement avoids 
double insurance in both countries in respect 
of temporary assignments. The period of the 
assignment may be up to 24 months. 

Furthermore, the agreement includes a 
regulation about the consideration of the 
periods of coverage when it comes to an 

Germany/Albania

January 2015 saw the first successful 
discussions regarding a bilateral social 
security agreement between Germany and 
Albania. The next discussions are planned for 
April 2015, with the expectation that an 
agreement will be finalised by the end of 
2015.

The aim of the bilateral social security 
agreement is the coordination of the pension 
insurance systems of both countries. In 
addition, the agreement should contain 
regulations regarding the consideration of the 
periods of insurance of both countries for 
entitlements with respect to the statutory 
pension insurance scheme. German and 
Albanian citizens will be guaranteed a social 
protection if they are assigned to the other 
country.
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Norway/India

A new social security agreement between 
India and Norway has come into effect from 1 
January 2015. The agreement includes all 
those who are or have been subject to the 
social security legislation of India or Norway, 
including their dependants and survivors. The 
agreement determines which of the two 
countries’ social security legislations a person 
should be covered by.

Employees who are assigned to work in the 
other country for a period of up to five years, 
may on certain conditions remain covered in 
the social security scheme of their home 
country. This period may be extended upon 
agreement between the competent authorities 
of the two countries. A Certificate of Coverage 
(CoC) will be issued in order to document an 
exemption. Workers who are on assignment 
from Norway to India will be exempt from 
contributing to the Indian social security 
scheme and vice versa.

Furthermore the agreement contains 
provisions on equal treatment and exportation 
of certain pensions between the two countries. 
At present there are no further guidelines 
available from the authorities regarding the 
social security agreement.

USA/Hungary

On 3 February 2015, a social security 
totalization agreement was signed by 
authorities of the US and Hungary.  This is the 
first such agreement between the two 
countries, and would be a welcome addition to 
the 25 agreements the United States currently 
has in effect (including most other countries in 
western Europe). 

According to Hungary’s minister of foreign 
affairs, 1,750  US companies currently operate 
in Hungary, and Hungarian exports to the US 
grew by almost 25% during the first ten 
months of 2014. 

The agreement would help eliminate social 
security tax payments to both countries on the 
same income and also help individuals who 
have participated in both systems to qualify 
for benefits.  Before the agreement can take 
effect, it must be reviewed by Congress and 
the Hungarian Parliament.
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USA/India

Speaking at a 25 January joint press 
conference in New Delhi with President 
Obama, Indian Prime Minister Narendra Modi 
said that India and the United States will 
restart negotiations on a bilateral social 
security agreement (SSA). 

Modi said the countries have “established a 
number of effective bilateral mechanisms to 
identify opportunities and also help business, 
trade and investment more”. He described the 
SSA as “so important for the hundreds of 
thousands of Indian professionals working in 
the United States”.

This would be the first SSA concluded 
between the two countries. It must be 
finalized, signed, and ratified by both sides 
before entering into force.

USA/Uruguay

Officials from the United States and Uruguay 
held the first round of negotiations on a social 
security agreement (SSA) on 2-6 February in 
Montevideo. 

The meeting took place at the headquarters of 
the Banco de Previsión Social, the state-
owned social security institute of Uruguay. 
The parties agreed on a draft SSA and plan to 
meet for the next round of talks in Baltimore 
in April or May. The SSA would be the first 
agreement of its kind between the two 
countries. There are approximately 50,000 
Uruguayans living in the United States and 
5,000 Americans living in Uruguay who 
would benefit from the SSA.

Bilateral Agreement Updates
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Entered into force: 
Germany – Uruguay 1 January 2015 
Uruguay – Switzerland 1 April 2015

Bilateral agreement updates

Signed: 
Hungary – USA 3 February 2015 
Hungary – Turkey 24 February 2015
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