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Welcome to the 2nd edition of our global social security newsletter for 2016, bringing you 
updates on changes in the social security regimes of various countries across the PwC network 
between 1 April and 30 June. 

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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• Australia

• Belarus

• Czech Republic

• Denmark

• EU/EEA Updates

• Germany

• Greece

• Hungary

• India

• Netherlands

• Norway

• Poland

• UK

• Bilateral Updates
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Australia 

A number of social security updates 
were recently announced as part of 
Australia’s 2016-17 Federal Budget. 
These changes include: 

• An increase to the Medicare levy low-
income thresholds for individuals, families, 
and pensioners. The thresholds for the year 
ending 30 June 2016 will be increased to:

- $21,335 for individuals (increased from 
$20,896) 

- $36,001 for families (increased from 
$35,261), with an additional $3,306 for 
each dependent child or student (increased 
from $3,283)

- $33,738 for single seniors and pensioners 
(increased from $33,044), and

- $46,966 for senior and pensioner couples 
(increased from $46,000).

• With effect from 1 July 2017, 
superannuation concessional contribution 
caps will be reduced to $25,000 per annum 
(currently set at $30,000 for individuals 
aged under 50, and $35,000 for individuals 
over 50 years of age). This change will limit 
the amount of pre-tax superannuation 
contributions that employers can contribute 
into an employee’s superannuation fund.

• There are also a number of proposed 
changes to superannuation which will 
affect an employee’s ability to contribute 
non-concessional (after tax) contributions 
to superannuation.

Belarus 

On 13 April 2016 the Edict of the President of 
the Republic of Belarus “On the Improvement 
of Pension Coverage” dated 11 April 2016 No. 
137 (hereinafter – “the Edict”) came into 
force. According to the Edict, the retirement 
age will be gradually increased by 6 months 
annually starting from 1 January 2017 until it 
reaches 63 years for men and 58 years for 
women. Currently, the standard retirement 

age in Belarus is 60 years for men and 55 years 
for women. In addition, from 1 January 2017 
there will be the same increase in the 
retirement age (by three years during the 
period of six years) for individuals who are 
entitled to preferential, long-service and 
military pensions.
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Czech Republic

Health Insurance Coverage of 
Employees Assigned from/to the USA

As of 1 May 2016, a new supplementary 
agreement to the Social Security Treaty 
between the CR and the US covering the area 
of health insurance is now in force. 

The agreement allows the employee or 
self-employed person who performs the work 
activities in the Czech Republic or in the USA 
to be subject of the statutory health insurance 
scheme of one of the contracting states only. 
Simultaneous coverage in the statutory health 
insurance schemes of both states is not 
permitted. The special provisions of the treaty 
for determining the competent state have to be 
followed. Certificates of Coverage issued so far 
remain valid and cover both social security 
and health insurance areas automatically.

Denmark

Changes for uncoordinated situations

A new guide provides helpful instructions for 
employers as to when and how Danish social 
security contributions should be managed.

The guide provides guidance concerning the 
Danish social security contribution to the 
statutory supplementary pension scheme (the 
ATP scheme). The guide does not affect rules 
regarding other social security schemes.

Uncoordinated situations

The revised guide includes a specific section 
on work performed on assignment in a 
country with which Denmark has not entered 
a bilateral agreement on social security.

In these cases, the guide provides that Danish 
social security contributions should be 
continued, when an employee is assigned 
according to Danish practice. The guide 
provides that an assignment is one which is 
based on the same notions that apply 
according to Regulation 883/2004 specifically 
referring to the interpretation of the direct 
link between employee and employer. The 
practical guide on the applicable legislation (in 
the EU/EEA and Switzerland) has basically 
been copied into the Danish guide.

EU /EEA Updates

EU court decision on the legality of 
Member States refusing to aggregate 
periods in order to qualify for 
unemployment benefit

The European Court of Justice has ruled upon 
the legality of the Belgian administrative 
practice providing that an EU citizen must 
have performed work in Belgium in order to 
take periods from other EU countries into 
account and qualify for Belgian 
unemployment benefit.

In this case (C-284/15), a Czech citizen had 
completed periods of employment in Czech 
Republic as an artist, which qualified the 
person for the unemployment benefit in Czech 
Republic. After moving to Belgium the person 
applied for unemployment benefit in Belgium. 
The social security authority held that the 
person did not qualify for the unemployment 
benefit referring to the lack of employment in 
Belgium.

The European court of Justice ruled that EU 
coordination rules on social security does not 
preclude a Member State from refusing to 
aggregate insurance periods when a person 
has not completed periods of employment in 
the competent Member State.

This practice is well-known amongst EU 
Member States and the EU court of Justice has 
now acknowledged this practice. The ruling 
only regards unemployment benefits.

Consequently, employers have to be aware 
whether they send employees to non-
agreement countries and whether they are 
considered to be assigned according to the 
interpretation of Regulation 883/2004 and 
the Danish practice.
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• If the salary costs will still be borne by the 
German company there exists an obligation 
for the German company to pay social 
security contributions in Germany. 

• If the assignee has a local employment 
contract with the host company which is 
necessary to obtain a work permit, the 
contract will not consider in the evaluation 
if the salary costs will still be borne by the 
German company, the German company is 
still responsible for paying the salary and 
the German company has the authority to 
give directives. 

The aforementioned points apply for assignees 
who are assigned from a country with which 
Germany does not have a social security treaty 
to Germany as well.

Your country information

Germany

German social security authorities 
issued new guidelines 

The guidelines apply for assignees who are 
assigned from Germany to a country without a 
social security treaty. Based on the new 
guidelines it can be verified whether there 
exists an obligation to pay social security 
contributions for the outbounds in Germany 
during the assignment. In consideration of 
other conditions that means: 

• If the salary costs will be transferred to the 
host company the German company is 
basically no longer obligated to pay 
contributions to the German social security 
scheme. 

Greece

On 12 May 2016 Law 4387/2016 was 
published in the Greek Government Gazette, 
introducing major reforms to the existing 
social security system.

Specifically, said reforms mainly pertain to the 
following:

• Integration of all existing social security 
funds for main and auxiliary insurance in 
two unified funds.

• Imposition of the applicable contributions 
for freelancers on the net taxable income 
gained from their activities during the 
previous fiscal year. Said rates may range 
from 26.95% up to 37.95% depending on 
the specific type of activities of each 
freelancer.

• Increase of the cap on the amount of 
monthly salary, which is subject to 
contributions, from 5,543.55 Euros to 
5,860.80 Euros.

• Increase of the contributions for mandatory 
auxiliary insurance by 0.5% both for 
employees and employers. 

• Subjection to mandatory insurance as 
employees of individuals appointed as 
Board Members of Greek Society Anonyms 
and who receive lump sum payments as 
compensation.

• Abolition of the previous entitlement to 
mandatory subjection to only one social 
security fund. In case of parallel activities 
(e.g. employees who are also freelancers 
etc.), the concerned individuals will be 
subject to the payment of contributions on 
the income gained from each separate 
activity.
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Hungary

Several key proposals were submitted to the 
Hungarian Parliament to amend tax laws in 
May 2016. Currently these proposals are not 
finalised yet, but according to the changes, the 
following rules have an impact on the social 
security obligations of third country nationals 
(i.e. those individuals who are non-EU 
nationals or disposing a nationality of a 
country Hungary does not have a social 
security treaty with). 

Currently, a third country citizen assigned to 
Hungary by a foreign employer for a period up 
to two years is exempt from the social security 
burden in Hungary. 

Now, according to the proposal, the exemption 
rule is extended to the following individuals as 
well: 

• To individuals seconded to Hungary who 
are insured in their home country and 
whose country of nationality has a bilateral 
social security agreement with Hungary, 

• To EU nationals who are not covered by any 
other EU states’ social security regulations 
and are insured in and seconded to 
Hungary from a third-country. 

The above mentioned rules may be applied in 
cases of assignments that commenced as of 1st 
January 2016. 

India

Government rollbacks budget 
proposals relating to taxability of 
Indian social security

In Brief 

On February 29, 2016, the Government 
presented the Union Budget for fiscal year 
2016-17 (Budget). One of the proposals 
included the taxation of contribution to Indian 
Social Security and we had highlighted that 
the amendment was unclear and clarification 
from Government is expected.  Please refer to 
our Global Watch dated March 1, 2016.

The Finance Minister (FM) made an 
announcement in the Parliament on March 8, 
2016 rolling back of the proposals relating to 
taxation of Indian social security payments. 

However, where the length of the assignments 
is extended (if the assignment exceeds the 2 
years period), the proposal stipulates special 
rules. If the extension is due to unforeseen 
circumstances, and the employee informs the 
Hungarian Tax Authority accordingly, then 
the social security obligations are due at the 
end of the second year (contrary to the current 
rules). 

The new rule may be applied in cases of 
assignments that commenced as of 1st 
January 2016.

In Detail

The FM in the Budget had proposed:

• Withdrawal out of contributions made on 
or after April 1, 2016 by an employee 
participating in the Indian Social Security 
(Recognised Provident Fund (RPF)) and/ 
or approved superannuation fund (ASF) 
would be exempt from tax up to 40% of 
accumulations. Such withdrawals presently 
are fully exempt.

• Exemption of employer’s contribution to 
RPF up to 12 % of salary or INR 0.15 
million whichever is less. 

• To enhance the exemption limit of 
employer’s contribution to SAF from INR 
0.1 million to INR o.15 million.

• The above proposals have been rolled back 
and the provisions relating to taxability of 
RPF as existed before the budget proposals 
will continue and are summarized below.

• Employer’s contribution to RPF up to 12% 
of salary will be tax free irrespective of the 
amount of contribution.

• The entire corpus will be tax free in 
employee’s hands at the time of withdrawal 
(where the employee withdraws after 
completing the eligible period of 5 years of 
continuous service or under other specified 
circumstances).

Government’s decision of rolling back these 
proposals will provide a sigh of relief to 
salaried class. Higher income group was more 
adversely affected due to double taxation 
firstly on the contribution in excess of INR 
0.15 million and secondly at the time of 
withdrawal.  If these proposals would have 
been enacted, these would have resulted in a 
significant higher cost to the corporates who 
have International Workers due to 
equalization policies. 

It is also interesting to note that even 
proposals relating to ASF too have been 
restored as the FM dropped the concerning 
paragraphs of his budget speech of 29 
February 2016, which also cover reference to 
ASF. However, one would need to see the final 
print for ASF as the FM did not make any 
reference of the same in his speech.
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Netherlands

Implementation of the Enforcement 
Directive - reporting obligation 
postponed

The Dutch Minister of Social Affairs submitted 
a legislative proposal in view of the 
implementation of the Enforcement Directive 
(2014/67/EU). It was announced that the new 
legislation will be implemented at the latest on 
the 18th of June 2016. One of the topics of the 
enforcement directive concerns the so-called 
reporting obligation for EU service providers 
who intend to carry out activities in the 
Netherlands. The Dutch Minister of Social 
Affairs announced that this reporting 
obligation will not be implemented until an 
online system for registration is available. It is 
expected that this platform will be available 
from the start of 2018. As such, the actual 
implementation of this reporting obligation is 
postponed until further notice up to 1 January 
2018. The other topics, like the right on hard 
core employment conditions, are still expected 
to be implemented at the latest on 18 June 
2016.

Norway

Increase of basic amount (G)

Many social security benefits in Norway are 
determined in relation to a basic amount (G). 
This amount is annually adjusted by the 
Parliament with effect from 1 May, in 
accordance with the increase in wages. The 
basic amount per 1 May 2016 is NOK 92 576 
(NOK 90 068 until May 1). The basic amount 
(G) is applied for calculating benefits such as 
sick pay, parental benefit, unemployment 
benefit and pensions.  

Foreign employees and unemployment 
benefit when temporarily unemployed

Many foreign employees from outside the EEA 
are not entitled to receive unemployment 
benefit when they have been temporarily 
terminated. It is the basis for the work/
residence permit in Norway that determines 
whether the employee has this right or not. 

If the employee is terminated, he/she cannot 
freely take any other job in Norway. This is a 
condition for obtaining unemployment 
benefit. 

Your country information
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Poland

According to the new regulations, Polish 
employers who second their employees to 
work in other member states and receive 
employees from abroad must prepare for 
significant changes posed by the new draft 
Act. 

On 1 April 2016, a draft Act was submitted to 
the Sejm of the Republic of Poland concerning 
seconding workers within the framework of 
the provision of services (“the Act”), 
implementing Directive 2014/67/EU of the 
European Parliament and Council of 15 May 
2015 (“Directive”). The Act will, among other 
things, govern the following rules:

1. Seconding employees within and outside 
the territory of the Republic of Poland as 
provision of services;

2. Control of compliance with the 
regulations on seconding employees. The 
provisions of the Act will not only apply 
to employers based within an EU 
member state, but also accordingly, in the 
event of seconding employees to the 
territory of the Republic of Poland by 
employers based in non-EU countries.

However, the provisions of the Act will not 
apply to (i) merchant navy enterprises in 
respect of crews on marine merchant vessels, 
and (ii) international transport, except 
coasting trade. At the same time, it should be 
noted that similar provisions will also be 
introduced in other EU member states as part 
of the implementation of the Directive.

UK

Social security implications of Brexit

On 23 June, the UK voted in a national 
referendum to leave the European Union.  
Although much remains extremely uncertain, 
it is likely that there will be implications for 
the social security position of globally mobile 
employees moving between the UK and 
Europe.  

At present these employees are typically able 
to remain in their home country social 
security system for up to 5 years when 
working in another European country.  In 
cases where they do pay into another country’s 
system, they are able to use the contributions 
made in all European countries to satisfy the 
vesting criteria to access social security 
benefits (“totalisation”).  This is all possible 
because of EU Regulation 883/2004, which 
provides for the coordination of social security 
systems between EU and EEA member states 
and Switzerland.

Going forward, the UK is likely to lose access 
to this Regulation, and will fall back on any 
underlying bilateral social security 
agreements which it has with other European 
countries.  A number of these do exist but 
many are quite old and only allow employees 
to remain in their home country system for 
very short periods.  For example, a UK 
employee assigned to work in France could 
only remain in UK social security under the 
UK/France bilateral agreement if the 
assignment was six months or less.  

In addition, the UK does not have bilateral 
agreements with all European countries, and 
therefore there may be situations where the 
domestic rules of both the UK and another 
country apply to mobile employees, potentially 
creating dual liabilities.  This would be the 
case for a UK employee assigned to Poland, for 
example, where there would be a UK liability 
for the first 12 months, and a Polish liability 
from the start of the assignment.  

Employees’ benefits entitlement may also be 
impacted, either because there is no bilateral 
agreement and therefore no totalisation 
principle, or because the bilateral agreement 
doesn’t cover all benefits. A Polish employee 
working in the UK for five years, for example, 
would pay a considerable amount of UK social 
security but would not meet the criteria to 
receive a UK state pension on retirement, as 10 
years of contributions are required under UK 
domestic law.

Take action: Employers should start to think 
now about the potential changes in social 
security cost for their mobile employees, in 
order to ensure that projects are priced 
appropriately to account for any increases.  
They should also review the possible impact 
on employees’ benefit entitlement, as loss of 
benefits can become a barrier to mobility.

Your country information
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Albania - Germany 28/04/2016

Australia - Estonia 27/04/2016

Bulgaria - Brazil 18/04/2016

Bulgaria - Tunisia 18/04/2016

Iran - Turkey 16/04/2016

Albania - Romania 14/04/2016

Albania - Czech Republic 06/04/2016

Luxembourg - Albania 05/04/2016

Luxembourg - Japan 05/04/2016

Montenegro - Slovak Republic 20/05/2016

Belgium - Israel 12/05/2016

Albania - Romania 03/05/2016

China (People's Rep.) - Spain 25/04/2016

Japan - Turkey 01/04/2016

Germany - Moldova 20/05/2016

Korea (Rep.) - Peru 11/05/2016
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