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CPP changes ahead 

In an effort to provide middle-class Canadians with higher retirement incomes, the Canada 
Pension Plan (CPP) will be enhanced starting in 2019. The enhancements will increase 
total dollar entitlements for CPP retirement, disability and survivor’s pension amounts. 

Recall, the CPP aims to replace 25% of average earnings in retirement, generally calculated 
at age 65. Pension benefits decrease if you decide to take the CPP retirement benefit prior 
to age 65 (minus 7.2% per year)1 and increase if you delay taking the CPP until after age 
65 (plus 8.4% per year).2 The actual amount of the CPP retirement benefit you can expect 
is based on how long you contributed to the CPP on your pensionable earnings during 
your CPP contribution years. 

When fully implemented, it is expected that the CPP enhancements will increase the 
maximum CPP retirement benefit by roughly 50%. The enhancements are expected to 
have CPP retirement benefits replace 33% of average earnings. That said, individuals 
should not expect an immediate benefit as these increases will be phased in over a 
45-year period to 2065. 

Phase 1 – CPP contribution rate increase

The fi rst enhancement will gradually increase the CPP contribution rate over fi ve years from 
2019 to 2023. The fi rst $3,500 of yearly maximum pensionable earnings (YMPE) is exempt, 
with CPP contribution premiums payable on any excess up to the YMPE limit for the year 
($55,900 for 2018 and $57,400 for 2019). CPP contributions are shared 50%-50% by employees 
and employers, though self-employed individuals are responsible for the entire CPP contribution 
amount. The CPP premium percentage stood at 9.90% in 2018 and is scheduled to increase 
as follows:

By 2023, each employee will be contributing at a rate of 5.95% with matching employer contributions, 
for total premium contributions of 11.90% on actual pensionable earning up to the YMPE limit for 
the year. 

1 The adjustment is reduced by 0.6% for each month the retirement benefi t is received before age 65.
2 The adjustment is increased by 0.7% for each month the retirement benefi t is delayed after age 65.

For more information on 
the tax rules and other 
considerations, please 
refer to our Tax & Estate 
InfoPage which is available 
on our website.

Year
Total CPP 

contribution rate (%)
Annual % change 
in contributions YMPE

Total contributions payable ($) 
(YMPE – minimum exemption) 

x CPP contribution rate %

2018 9.90% — $55,900 $5,187.60

2019 10.20% 3.03% $57,400 $5,497.80

2020 10.50% 2.94% N/A N/A

2021 10.90% 3.81% N/A N/A

2022 11.40% 4.59% N/A N/A

2023 + 11.90% 4.39% N/A N/A

TEAATAE

Aging and taxation: 
Retirement income and 
age-related tax issues

Tax & Estate

Aging and taxation: 
Retirement income and 
age-related tax issues

We all know the over-worn adage about the inevitability of death and 
taxes, but just because we recite it doesn’t mean we have to stand idly by 
and just let it happen. In fact, for those who take the time to understand 
and manage their income sources as they age, tax burdens may be 
reduced or at least delayed. For those who take further advantage 
of options when planning their estate, surviving spouses and other 
beneficiaries may be delivered a gift of ongoing tax relief all at the 
expense of the tax collector along the way.

Income in retirement

Registered money

For most of us, our principal income source will be a draw from a registered plan of some sort. 
The most common types of such registered income plans are

• life annuities from a registered pension plan (RPP),

•  annuity payments from a registered retirement savings plan (RRSP) or deferred profit 
sharing plan (DPSP), or

• payments from a registered retirement income fund (RRIF).

While terms and investment performance will dictate how much income will actually be 
received, in all cases the income is fully taxable.

Registered money - Handy facts 2018

RRSP maximum contribution limit •  $26,230 (or 18% of 2017 net income)

RRIF minimum withdrawal  
(self or spouse)

• [1 divided by (90-age)]% under age 71

• 5.28% at 71, increasing to 20% at 95+

Money purchase pension plan limit • $26,500

Defined benefit pension plan limit • $2,944.44 (credit per year of service)



02 Tax & Estate matters

 

Phase 2 – Introduction of an upper earnings limit

The second enhancement will be a new additional upper earnings limit above the calculated YMPE 
starting in 2024 (phased in over two years). The new upper earnings limit, referred to as the yearly 
additional maximum pensionable earnings (YAMPE), will be plus 14% of the established YMPE for 
the year once fully implemented in 2025. In the fi rst year of implementation (2024), the YAMPE 
will be plus 7% of the YMPE.

Further, an additional 4% of CPP contributions will be paid up to the YAMPE by employees. As there 
is a matching employer component, a total of 8% will be paid towards CPP retirement benefi ts on 
the YAMPE limit. The additional contributions are only applicable in years when pensionable 
earnings are above the annual YMPE limit, but are nevertheless limited to the lesser of pensionable 
earnings and the YAMPE limit for the year. 

Let’s look at a hypothetical example of an individual who earns $100,0003 of income in 2025. We 
assume the YMPE is $75,000, so the YAMPE will be $85,500 (plus 14% x $75,000). The YAMPE 
CPP contribution component is 8% on the $10,500 difference ($85,500 minus $75,000), or $840. 
This is the phase 2 CPP enhancement contribution amount. It’s in addition to the 11.9% YMPE CPP 
contribution (the phase 1 CPP enhancement) on $71,500 ($75,000 minus $3,500), or $8,508.50) 
– for a total CPP contribution of $9,348.50. This example is presented in table format below and is 
the hypothetical maximum CPP contribution that would apply to individuals with an income of 
$85,500 or more in 2025.

Under the previous CPP regime, our hypothetical individual earning $100,000 of income would 
make a total of $7,078.50 (9.90% of YMPE) in CPP contributions on $71,500 of eligible CPP 
earnings. The changes will result in an increase in total CPP contribution premiums of $2,270.

Canada Workers Benefi t

Also commencing in 2019 are benefi t enhancements of what was formerly known as the Working 
Income Tax Benefi t (WITB). The new program is called the Canada Workers Benefi t (CWB) and is 
intended to supplement earnings of low-income workers. 

The CWB operates as a refundable tax credit and will be equal to 26% of each dollar of earned 
income over $3,000. The maximum credit will be capped and is reduced when actual earned 
income breaches the set maximum adjusted earned income level under the CWB. The maximum 
CWB adjusted earned income level is contingent on marital status and number of children. 

Further, there will be a corresponding enhancement to the CWB disability supplement, with 
qualifi cation tied to the individual’s eligibility for the disability tax credit. 

It is important to note that the provinces or territories have fi nal authority over the administration 
and management of these federal initiatives, so it is possible that changes could be made that 
further enhance or reduce these benefi ts.

3  The phase 2 enhancements apply to pensionable earnings that fall in between the YMPE limit and the YAMPE limit for the 
year. In our example, had our hypothetical employee earned $80,000 in pensionable earnings, phase 2 CPP contributions 
would be calculated based on an amount that is below the YAMPE limit for the year ($85,500) but above the YMPE limit for 
the year ($75,000). Thus, the employee would pay the same phase 1 CPP enhancement contributions of $8,508.80 plus 
phase 2 CPP enhancement contributions of $400 (($80,000 minus $75,000) x 8%), for a total of $8,908.80 in 
CPP contributions.

Phase 1 enhancement
CPP contribution rate increase

Phase 2 enhancement  
Introduction of an upper earnings limit

Individual 
earnings YMPE

YMPE % 
contribution rate

YMPE $ 
contributions

YAMPE 
(plus 14% 
of YMPE)

YAMPE % 
contribution rate

YAMPE $ 
contributions

$100,000 $75,000 11.90% $8,508.50 $85,500 8.00% $840

Total enhanced CPP contributions $9,348.50

Previous CPP contribution regime

Individual earnings YMPE YMPE % contribution rate YMPE $ contributions

$100,000 $75,000 9.90% $7,078.50
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