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Lower Paycheck? Here’s WhyYour CPP Deductions Have
Increased in 2024aa

Commencing in 2024, the Canada Pension Plan(CPP) will undergo significant adjustments that
willimpact the deductions from Canadians’ paychecks.While these changes will result in
increasedcontributions from your wages, they come with thepromise of higher payouts once
retirees startcollecting their pensions.

Middle- and higher-income workers will feel thepinch the most with these updates since asecond
CPP tax only kicks in at salary ranges above$68,500. The bottom line is that yourpaycheck may
drop by as much as $301 this year.

Understanding the Basics of CPP

The Canada Pension Plan is a vital component ofCanada’s social security system. It’s designed
toprovide financial support to Canadians during theirretirement years.

Employees and employers contribute to the CPPfund throughout an individual’s working life,
buildinga pool of funds that will be distributed as retirementbenefits.

2024 Changes in CPPContribution Rates

In the previous system, all Canadians earning over abase amount, presently set at $3,500,
contributed afixed percentage of their income to CPP, with amaximum threshold that increased
annually.

For 2024, the regular CPP contribution rate is 5.95%and it is applied to incomes up to $65,000
(i.e. themaximum pensionable amount of $68,500 minus the$3,500 exemption). This meansyou
pay up to$3,867.50 as an employee.

Self-employed individuals are responsible for payingboth the employee and employer portionsof
thecontribution or 11.9%.

Compared to 2023, Canadian workers are paying up to an additional $113 in CPP contributions
in 2024 based on the standard deduction for the first pension threshold.

Furthermore, in 2024, the enhanced CPP introduces a second earnings ceiling, effectively
creating two tiers:

Tier One (Up to $68,500): This tier functions analogously to the previous system. Workers
contribute a set percentage of their earnings to CPP, but now, the contribution is capped at a
government-established threshold, which for 2024 is $68,500. Those earning $68,500 or less
will not encounter any changes in their current contribution rates.

Tier Two (Earnings Between $68,500 and $73,200): This applies to individuals earning beyond
the first tier threshold. They will now be subject to an additional four percent contribution ontheir
earnings within the range of $68,500 to $73,200. In practical terms, this translates to amaximum
of $188 in supplementary payroll deductions for 2024. Those earning over $73,200willcontribute
an additional $301 in 2024 compared to last year.

In summary, if you earn more than $73,200 in 2024, your CPP contributions are higher at
$4,055.50 for the year. The additional $301 means your paycheck per pay period (assuming 26
bi-weekly pay schedules) will be lower by around $12.

Freelancers and self-employed individuals are unique in that they are responsible for covering
both portions, with a combined contribution rate of 11.9 percent for the first tier and eightpercent
for the second tier.

These enhanced CPP policies have been gradually implemented since 2019, with the objective
of significantly increasing retirement income for Canadians. The plan is to increase CPP
retirement benefits until it replaces one-third of pre-retirement earnings, from the current one-
third.

CPP Benefits Are Also Increasing

Retirees will see an increase in monthly CPP benefits in 2024 to account for changes in thecost
of living.

The maximum monthly benefits is now $1,364.60, a 4.4% increase from the maximum of
$1,306.57 in 2023.

Related:

CPP Payment Dates
OAS and CPP Benefit Increases
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https://www.canada.ca/en/services/benefits/publicpensions/cpp/cpp-enhancement.html
https://www.savvynewcanadians.com/cpp-payments/
https://www.savvynewcanadians.com/how-much-will-cpp-and-oas-increase/
https://justpaste.in/lower-paycheck-heres-why-your-cpp-deductions-have-increased-in-2024/
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